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The information in this prospectus is not complete and may be changed. These securities may not be sold until the registration
statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell nor does it seek
an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED JANUARY 30, 2015
PROSPECTUS

$750,000,000

MEDLEY CAPITAL CORPORATION

Common Stock
Preferred Stock
‘Warrants
Debt Securities
Units

Medley Capital Corporation is a non-diversified closed end management investment company that has elected to be treated and
is regulated as a business development company. Our investment objective is to generate current income and capital appreciation
by lending directly to privately held middle market companies, primarily through directly originated transactions, to help these
companies expand their businesses, refinance and make acquisitions.

We may offer, from time to time, in one or more offerings or series, up to $750,000,000 of our common stock, preferred stock,
debt securities, units or warrants representing rights to purchase shares of our common stock, preferred stock or debt securities,
which we refer to, collectively, as the “securities.” The preferred stock and warrants offered hereby may be convertible or
exchangeable into shares of our common stock. The securities may be offered at prices and on terms to be described in one or more
supplements to this prospectus.

In the event we offer common stock, the offering price per share of our common stock less any underwriting commissions or
discounts will generally not be less than the net asset value per share of our common stock at the time we make the offering.
However, we may issue shares of our common stock pursuant to this prospectus at a price per share that is less than our net asset
value per share (a) with the prior approval of the majority of our common stockholders or (b) under such other circumstances as the
Securities and Exchange Commission may permit.

The securities may be offered directly to one or more purchasers, or through agents designated from time to time by us, or to or
through underwriters or dealers. The prospectus supplement relating to an offering will identify any agents or underwriters involved
in the sale of the securities, and will disclose any applicable purchase price, fee, commission or discount arrangement between us
and our agents or underwriters or among our underwriters or the basis upon which such amount may be calculated. See “Plan of
Distribution.” We may not sell any of the securities through agents, underwriters or dealers without delivery of this prospectus and
a prospectus supplement describing the method and terms of the offering of such securities.

Our common stock is listed on the New York Stock Exchange (“NYSE”) under the symbol “MCC.” On January 29, 2015, the
last reported sales price on the NYSE for our common stock was $8.70 per share. The net asset value per share of our common
stock at September 30, 2014 was $12.43.

This prospectus, and the accompanying prospectus supplement, contains important information about us that a prospective
investor should know before investing in our common stock or other securities. Please read this prospectus, and the accompanying
prospectus supplement, before investing, and keep it for future reference. We are required to file annual, quarterly and current
reports, proxy statements and other information about us with the Securities and Exchange Commission. This information is
available free of charge by contacting us by mail at 375 Park Avenue, 33rd Floor, New York, NY 10152, by telephone at (212) 759-
0777 or on our website at http://www.medleycapitalcorp.com. The Securities and Exchange Commission also maintains a website
at http://www.sec.gov that contains such information. 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 or the accompanying prospectus
supplement.

An investment in our common stock or other securities is very risky and highly speculative. Shares of closed-end
investment companies, including business development companies, frequently trade at a discount to their net asset value. In
addition, the companies in which we invest are subject to special risks. See “Risks” beginning on page 9 to read about
factors you should consider, including the risk of leverage, before investing in our common stock or other securities.

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

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

,2015






TABLE OF CONTENTS

You should rely only on the information contained in this prospectus and the accompanying prospectus supplement. We
have not authorized any dealer, salesman or other person to give any information or to make any representation other than
those contained in this prespectus or any prospectus supplement to this prospectus. You must not rely upon any information
or representation not contained in this prospectus or any such supplements as if we had authorized it. This prospectus and
any such supplements do not constitute an offer to sell or a solicitation of any offer to buy any security other than the
registered securities to which they relate, nor do they constitute an offer to sell or a solicitation of an offer to buy any
securities in any jurisdiction to any person to whom it is unlawful to make such an offer or solicitation in such jurisdiction.
The information contained in this prospectus and any such supplements is accurate as of the dates on their covers. Our
business, financial condition, results of operations and prospects may have changed since then.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the Securities and Exchange Commission, or SEC,
using the “shelf” registration process. Under the shelf registration process, which constitutes a delayed offering in reliance on Rule
415 under the Securities Act of 1933, as amended, or the Securities Act, we may offer, from time to time, in one or more offerings
or series, up to $750,000,000 of our common stock, preferred stock, debt securities, units or warrants representing rights to
purchase shares of our common stock, preferred stock or debt securities on the terms to be determined at the time of the offering.
The securities may be offered at prices and on terms described in one or more supplements to this prospectus. This prospectus
provides you with a general description of the securities that we may offer. Each time we use this prospectus to offer securities, we
will provide a prospectus supplement that will contain specific information about the terms of that offering. A prospectus
supplement may also add, update or change information contained in this prospectus.

Please carefully read this prospectus and any such supplements together with any exhibits and the additional information
described under “Available Information” and in the “Prospectus Summary” and “Risks” sections before you make an investment
decision.

ii
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PROSPECTUS SUMMARY

This summary highlights some of the information in this prospectus. It is not complete and may not contain all of the
information that you may want to consider before investing in our common stock or other securities. You should read the entire
prospectus carefully, including the section entitled “Risks”.

Except as otherwise indicated, the terms:

« I Y

we”, “us”, “our”, “Medley Capital” and the “Company” refer to Medley Capital Corporation, a Delaware corporation,
and its subsidiaries for the periods after our consummation of the formation transaction described elsewhere in this
prospectus and to Medley Capital BDC LLC, a Delaware limited liability company, for the periods prior to our
consummation of the formation transaction described elsewhere in this prospectus;

*  “MCC Advisors” and the “Adviser” refer to MCC Advisors LLC, our investment adviser; MCC Advisors is a majority
owned subsidiary of Medley LLC, which is controlled by Medley Management Inc., a publicly traded asset management
firm, which in turn is controlled by Medley Group LLC, an entity wholly-owned by the senior professionals of Medley LLC;
and

*  “Medley” refers, collectively, to the activities and operations of Medley Capital LLC, Medley LLC, Medley Management
Inc., Medley Group LLC, MCC Advisors, associated investment funds and their respective affiliates.

Medley Capital

Medley Capital Corporation is a non-diversified closed end management investment company incorporated in Delaware that
has elected to be treated and is regulated as a business development company (“BDC”) under the Investment Company Act of
1940, as amended (the “1940 Act”). We completed our initial public offering (“IPO”) and commenced operations on January 20,
2011. We have elected and timely qualified 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”), commencing with our first taxable
year as a corporation, and we intend to operate in a manner so as to maintain our RIC tax treatment. We are externally managed and
advised by our investment adviser, MCC Advisors LLC (“MCC Advisors”) pursuant to an investment management agreement.

Our investment objective is to generate current income and capital appreciation by lending directly to privately held middle
market companies, primarily through directly originated transactions, to help these companies expand their businesses, refinance
and make acquisitions. We are a direct lender targeting private debt transactions ranging in size from $10 million to $50 million to
borrowers principally located in North America. Our investment portfolio generally consists of senior secured first lien loans and
senior secured second lien loans. In connection with many of our investments, we receive warrants or other equity participation
features, which we believe will increase the total investment returns.

We believe the middle-market private debt market is undergoing structural shifts that are creating significant opportunities for
non-bank lenders and investors. The underlying drivers of these structural changes include: reduced participation by banks in the
private debt markets, particularly within the middle-market, and demand for private debt created by committed and uninvested
private equity capital. We focus on taking advantage of this structural shift by lending directly to companies that are underserved by
the traditional banking system and generally seek to avoid broadly marketed investment opportunities. We source investment
opportunities through direct relationships with companies, financial intermediaries such as national, regional and local bankers,
accountants, lawyers and consultants, as well as through financial sponsors. As a leading provider of private debt, Medley is often
sought out as a preferred financing partner.

Our investment activities are managed by our investment adviser, MCC Advisors, which is an investment adviser registered
under the Investment Advisers Act of 1940, as amended. MCC Advisors is an affiliate of Medley and has offices in New York and
San Francisco. Our Investment Team, which is provided for by MCC Advisors, is responsible for sourcing investment
opportunities, conducting industry research, performing diligence on potential investments, structuring our investments and
monitoring our portfolio companies on an ongoing basis. MCC Advisors’ team draws on its expertise in lending to predominantly
privately held borrowers in a range of sectors, including industrials and transportation, energy and natural resources,
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financials and real estate. In addition, MCC Advisors seeks to diversify our portfolio of loans by company type, asset type,
transaction size, industry and geography.

Our Investment Team has on average over 20 years of experience in the credit business, including originating, underwriting,
principal investing and loan structuring. Our Advisor, through Medley, has access to over 80 employees, including over 44
investment, origination and credit management professionals, and over 36 operations, marketing and distribution professionals,
each with extensive experience in their respective disciplines. We believe that MCC Advisors’ disciplined and consistent approach
to origination, portfolio construction and risk management should allow it to achieve compelling risk-adjusted returns for Medley
Capital.

MCC Advisors also serves as our administrator and furnishes us with office space, equipment and other office services. The
responsibilities of our administrator include overseeing our financial records, preparing reports to our stockholders and reports filed
with the Securities and Exchange Commission (the “SEC”) and generally monitoring the payment of our expenses and the
performance of administrative and professional services rendered to us by others.

On March 26, 2013, our wholly-owned subsidiary, Medley SBIC LP (“SBIC LP”), received a Small Business Investment
Company (“SBIC”) license from the Small Business Administration (“SBA”). In anticipation of receiving an SBIC license, on
November 16, 2012, we obtained exemptive relief from the SEC to permit us to exclude the debt of SBIC LP guaranteed by the
SBA from our 200% asset coverage test under the 1940 Act. The exemptive relief provides us with increased flexibility under the
200% asset coverage test by permitting SBIC LP to borrow up to $150 million more than it would otherwise be able to absent the
receipt of this exemptive relief.

The SBIC license allows SBIC LP to obtain leverage by issuing SBA-guaranteed debentures, subject to the issuance of a capital
commitment by the SBA and other customary procedures. SBA-guaranteed debentures are non-recourse, interest only debentures
with interest payable semi-annually and have a ten year maturity. The principal amount of SBA-guaranteed debentures is not
required to be paid prior to maturity but may be prepaid at any time without penalty. The interest rate of SBA-guaranteed
debentures is fixed on a semi-annual basis at a market-driven spread over U.S. Treasury Notes with 10-year maturities. The SBA,
as a creditor, will have a superior claim to SBIC LP’s assets over our stockholders in the event we liquidate SBIC LP or the SBA
exercises its remedies under the SBA-guaranteed debentures issued by SBIC LP upon an event of default.

Corporate Information

See “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Formation Transaction” for
a discussion of our formation.

Our administrative and executive offices are located at 375 Park Avenue, 33rd Floor, New York, NY 10152, and our telephone
number is (212) 759-0777. We maintain a website at http://www.medleycapitalcorp.com. Information contained on our website is
not incorporated by reference into this prospectus, and you should not consider information contained on our website to be part of
this prospectus.

Risks

Investing in us involves a high degree of risk. See “Risks” beginning on page 9 of this prospectus for a more detailed discussion
of the material risks you should carefully consider before deciding to invest in our common stock or other securities.

Recent Developments

On October 3, 2014 we increased our regulatory capital at the SBIC subsidiary to $65 million, an increase of $15 million. In
addition, we have received approval to borrow an incremental $30 million from the SBA bringing our current total leverage
capacity to $130 million for the SBIC subsidiary.

On October 30, 2014, the board of directors declared a quarterly dividend of $0.37 per share for the quarter ended September
30, 2014. The dividend is payable on December 12, 2014, to stockholders of record as of November 26, 2014.
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OFFERINGS

We may offer, from time to time, in one or more offerings or series, up to $750,000,000 of our common stock, preferred stock,
debt securities, units or warrants representing rights to purchase shares of our common stock, preferred stock or debt securities, on
terms to be determined at the time of the offering. We will offer our securities at prices and on terms to be set forth in one or more
supplements to this prospectus.

The securities may be offered directly to one or more purchasers, or through agents designated from time to time by us, or to or
through underwriters or dealers. The prospectus supplement relating to an offering will identify any agents or underwriters involved
in the sale of the securities, and will disclose any applicable purchase price, fee, commission or discount arrangement between us
and our agents or underwriters or among our underwriters or the basis upon which such amount may be calculated. See “Plan of
Distribution.” We may not sell any of the securities through agents, underwriters or dealers without delivery of this prospectus and
a prospectus supplement describing the method and terms of the offering of such securities.

Set forth below is additional information regarding the offerings:

Use of Proceeds Unless otherwise specified in a prospectus supplement, we intend to use the net
proceeds from the sale of our securities to provide debt financing to portfolio
companies in accordance with our investment objective and for general
corporate purposes. Pending such use, we will invest the remaining net
proceeds of this offering primarily in cash, cash equivalents, U.S. government
securities and other high-quality debt instruments that mature in one year or
less. These securities may have lower yields than the types of investments we
would typically make in accordance with our investment objective and,
accordingly, may result in lower distributions, if any, during such period. Each
supplement to this prospectus relating to an offering will more fully identify
the use of the proceeds from such offering. See “Use of Proceeds.”

New York Stock Exchange symbol “MCC”

Distributions on common stock We intend to distribute quarterly dividends to holders of our common stock out
of profits legally available for distribution. Our quarterly distributions, if any,
will be determined by our board of directors.

Taxation We have elected and timely qualified to be treated for U.S. federal income tax
purposes as a regulated investment company (“RIC”) under subchapter M of
the Code. As a RIC, we generally do not have to pay corporate-level U.S.
federal income taxes on any net ordinary income or capital gains that we
distribute to our stockholders as dividends. To maintain our RIC status, we
must meet specified source-of-income and asset diversification requirements
and distribute annually at least 90% of our net ordinary income and realized
net short-term capital gains in excess of realized net long-term capital losses, if
any. See “Price Range of Common Stock and Distributions” and “Tax
Matters.”

Borrowing We expect to continue to use leverage to make investments. As a result, we
may continue to be exposed to the risks of leverage, which include that
leverage may be considered a speculative investment technique. The use of
leverage magnifies
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Investment Management Agreement

Administrator

Trading at a discount

the potential for gain and loss on amounts invested and therefore increases the
risks associated with investing in our securities.

We have entered into an investment management agreement with MCC
Advisors, under which MCC Advisors, subject to the overall supervision of our
board of directors, manages our day-to-day operations and provides investment
advisory services to us.

For providing these services, MCC Advisors receives a base management fee
from us at an annual rate of 1.75% of our gross assets, including any assets
acquired with the proceeds of leverage. The investment management
agreement also provides that MCC Advisors will be entitled to an incentive fee
of 20.0%.

The incentive fee consists of two parts: (1) the first component, which is
payable quarterly in arrears, will equal 20.0% of the excess, if any, of the “Pre-
Incentive Fee Net Investment Income” over a hurdle rate (2.0% quarterly) and
subject to a “catch-up” provision measured as of the end of each calendar
quarter; and (2) the second component, which will be payable in arrears at the
end of each calendar year (or upon termination of the investment management
agreement, as of the termination date), commencing with the year ended
December 31, 2011, will equal 20.0% of the “Incentive Fee Capital Gains”, if
any, which will equal the realized capital gains on a cumulative basis from
inception through 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 investment management agreement also provides that we will reimburse
MCC Adpvisors for certain costs and expenses incurred by MCC Advisors. See
“The Adviser — Investment Management Agreement.”

Under a separate administration agreement, MCC Advisors also serves as our
administrator. As administrator, MCC Advisors oversees our financial records,
prepares reports to our stockholders and reports filed with the SEC, furnishes
us with office space, provides us with equipment and office services and
generally monitors the payment of our expenses and the performance of
administrative and professional services rendered to us by others. We
reimburse MCC Advisors for its costs in providing these services.

Shares of closed-end investment companies, including BDCs, frequently trade
at a discount to their NAV. The possibility that our shares may trade at a
discount to our NAV is separate and distinct from the risk that our NAV per
share may decline. This risk may have a greater effect on investors expecting
to sell their shares soon after completion of an offering, and our shares may be
more appropriate for long-term investors than for investors with shorter
investment horizons. We cannot predict whether our shares will trade above, at
or below NAV.
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Custodian and Transfer Agent
for Common Stock

License Agreement

Dividend Reinvestment Plan

Certain Anti-Takeover Measures

Risks

U.S. Bank National Association, serves as our Custodian and American Stock
Transfer & Trust Company, serves as our Transfer Agent for our Common
Stock. See “Custodian and Transfer Agent.”

We have entered into a license agreement with Medley Capital LLC, under
which Medley Capital LLC has agreed to grant us a non-exclusive, royalty-free
license to use the name “Medley.” For a description of the license agreement,
see “The Adviser — License Agreement.”

We have adopted an “opt out” dividend reinvestment plan. If your shares of
common stock are registered in your own name, your distributions will
automatically be reinvested under our dividend reinvestment plan in additional
whole and fractional shares of common stock, unless you “opt out” of our
dividend reinvestment plan so as to receive cash dividends by delivering a
written notice to our plan administrator. If your shares are held in the name of a
broker or other nominee, you should contact the broker or nominee for details
regarding opting out of our dividend reinvestment plan. Stockholders who
receive distributions in the form of stock will be subject to the same federal,
state and local tax consequences as stockholders who elect to receive their
distributions in cash. See “Dividend Reinvestment Plan.”

Our 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 making an acquisition proposal for us. These
anti-takeover provisions may inhibit a change in control in circumstances that
could give the holders of our common stock the opportunity to realize a
premium over the market price for our common stock. See “Description of Our
Capital Stock.”

An investment in our common stock or other securities is subject to risks
including the following, among others:

»  Capital markets are currently in a period of instability, which could
have a negative impact on our business and operations.

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

*  There are also numerous risks relating to our investments, including
the risky nature of the securities in which we invest, our potential
lack of control over our portfolio companies, our limited ability to
invest in public companies and the potential incentives to our
investment adviser to invest more
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Available Information

speculatively than it would if it did not have an opportunity to earn
incentive fees.

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

See “Risks” beginning on page 9 of this prospectus for a more detailed
discussion of these and other material risks you should carefully consider
before deciding to invest in shares of our common stock or other securities.

We are required to file periodic reports, current reports, proxy statements and
other information with the SEC. This information is available at the SEC’s
public reference room at 100 F Street, NE, Washington, D.C. 20549 and on the
SEC’s website at http://www.sec.gov. The public may obtain information on the
operation of the SEC’s public reference room by calling the SEC at (202) 551-
8090.

We maintain a website at http://www.medleycapitalcorp.com and all of our
annual, quarterly and current reports, proxy statements and other publicly filed
information are available, free of charge, on or through our website. You may
also obtain such information by contacting us at 375 Park Avenue, 33rd Floor,
New York, NY 10152, or by calling us at (212) 759-0777. Information
contained on our website is not incorporated by reference into this prospectus,
and you should not consider information contained on our website to be part of
this prospectus.
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FEES AND EXPENSES

The following table is intended to assist you in understanding the costs and expenses that you will bear directly or indirectly.
We caution you that some of the percentages indicated in the table below are estimates and may vary. Except where the context
suggests otherwise, whenever this prospectus contains a reference to fees or expenses paid by “us” or “Medley Capital,” or that
“we” will pay fees or expenses, our common stockholders will indirectly bear such fees or expenses.

Stockholder transaction expenses:

Sales load borne by us (as a percentage of offering price) E7ACY)
Offering expenses borne by us (as a percentage of offering price) _ 9@
Dividend reinvestment plan expenses None®
Total stockholder transaction expenses (as a percentage of offering price) G
Annual expenses (as a percentage of net assets attributable to common stock):

Base management fee 3.05%@
Incentive fees payable under our Investment Management Agreement 2.91%0)
Interest payments on borrowed funds 3.21%©)
Other expenses (estimated) 1.02% ()
Total annual expenses 10.19%
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 our common stock. In calculating the following expense amounts, we
have assumed that our annual operating expenses would remain at the levels set forth in the table above. See Note 6 below for
additional information regarding certain assumptions regarding our level of leverage. In the event that shares to which this
prospectus relates are sold to or through underwriters, a corresponding prospectus supplement will restate this example to reflect
the applicable sales load.

1 Year 3 Years 5 Years 10 Years

You would pay the following expenses on a $1,000 investment,
assuming a 5% annual return $ 102 $ 289 $ 455 $ 794

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

(2) The prospectus supplement corresponding to each offering will disclose the applicable offering expenses and total stockholder
transaction expenses.

(3) The expenses of the dividend reinvestment plan are included in “other expenses.”

(4) Our base management fee under the Investment Management Agreement is based on our gross assets, which is defined as all the
assets of Medley Capital, including those acquired using borrowings for investment purposes, and are estimated by assuming the
base management fee remains consistent with fees incurred for the three months ended September 30, 2014 as a percentage of
our average net assets for the period. See “The Adviser — Investment Management Agreement.”

(5) Estimated assuming that annual incentive fees earned by our investment adviser, MCC Advisors, remain consistent with the
incentive fees earned by MCC Advisors for the three months ended September 30, 2014 as a percentage of our average net
assets for the period. The incentive fee consists of two parts:

The first component, which is payable quarterly in arrears, will equal 20.0% of the excess, if any, of our “Pre-Incentive
Fee Net Investment Income” over a 2.0% quarterly (8.0% annualized) hurdle rate and a “catch-up” provision measured as of
the end of each calendar quarter. Under this provision, in any calendar quarter, our investment adviser receives no incentive
fee until our net investment income equals the hurdle rate of 2.0% but then receives, as a “catch-up”, 100% of our pre-
incentive fee net investment income with respect to that portion of such pre-incentive fee net investment income, if any, that
exceeds the hurdle rate but is less than 2.5%. The effect of this
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provision is that, if pre-incentive fee net investment income exceeds 2.5% in any calendar quarter, our investment adviser
will receive 20% of our pre-incentive fee net investment income as if a hurdle rate did not apply. The first component of the
incentive fee will be computed and paid on income that may include interest that is accrued but not yet received in cash.
Since the hurdle rate is fixed, as interest rates rise, it will be easier for the Adviser to surpass the hurdle rate and receive an
incentive fee based on net investment income.

The second component of the incentive fee will equal 20.0% of our “Incentive Fee Capital Gains”, if any, which will
equal our realized capital gains on a cumulative basis from inception through 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 second component of the incentive fee will be payable, in arrears, at the end
of each calendar year (or upon termination of the investment management agreement, as of the termination date).

For a more detailed discussion of the calculation of this fee, see “The Adviser — Investment Management Agreement”.

(6) We may borrow funds from time to time to make investments to the extent we determine that the economic situation is
conducive to doing so. The costs associated with any outstanding borrowings are indirectly born by our investors. The table
assumes: (i) that we borrow for investment purposes up to an amount equal to 35.84% of our average total assets (average
borrowing of $434.5 million out of average total assets of $1,212.4 million for the three months ended September 30, 2014) and
(ii) that the interest expense, the unused fee and the one-year portion of the aggregate structuring fee is $22.5 million. We may
also issue preferred stock, subject to our compliance with applicable requirements under the 1940 Act.

(7) “Other expenses” are based on the amounts incurred for the three months ended September 30, 2014, as a percentage of our
average net assets for the period, annualized, and include our overhead expenses, including payments under our Administration
Agreement based on our allocable portion of overhead and other expenses incurred by MCC Advisors in performing its
obligations under the Administration Agreement. See “The Adviser — Administration Agreement.”

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% annual return, our
performance will vary and may result in a return greater or less than 5%. The example assumes that the 5% annual return will be
generated entirely through the realization of capital gains on our assets and, as a result, will trigger the payment of “Incentive Fee
Capital Gains” under our investment management agreement. The “Pre-Incentive Fee Net Investment Income” under our
investment management agreement, which, assuming a 5% annual return, would either not be payable or have a de minimis effect,
is nonetheless included in the example for illustrative purposes based upon the estimated annual expenses relating thereto as set
forth above. If we achieve sufficient returns on our investments to trigger a “Pre-Incentive Fee Net Investment Income” of a
material amount, our expenses, and returns to our investors, would be higher. In addition, while the example assumes reinvestment
of all cash dividends and other cash distributions at NAV, participants in our dividend 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
greater of (i) NAV per share, and (ii) 95% of the market price per share of our common stock at the close of regular trading on the
NYSE on the payment date fixed by our board of directors for such distribution. The market price per share on that date shall be the
closing price for such shares on the NYSE or, if no sale is reported for such day, at the average of their electronically-reported bid
and asked prices. See “Dividend Reinvestment Plan” for additional information regarding our dividend reinvestment plan.
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RISKS

Before you invest in our securities, you should be aware of various risks, including those described below. You should carefully
consider these risk factors, together with all of the other information included in this prospectus, before you decide whether to
make an investment in our securities. The risks set out below are not the only risks we face. The risks described below, as well as
additional risks and uncertainties presently unknown by us or currently not deemed significant could negatively affect our business,
financial condition and results of operations. In such case, our NAV and the trading price of our common stock or other securities
could decline, and you may lose all or part of your investment.

RISK RELATING TO OUR BUSINESS AND STRUCTURE
Certain Risks in the Current Environment

Capital markets are currently in a period of disruption and instability. These market conditions have materially and adversely
dffected debt and equity capital markets in the United States and abroad, which could have a negative impact on our business
and operations.

In 2007, the global capital markets entered into a period of disruption as evidenced by a lack of liquidity in the debt capital
markets, significant write-offs in the financial services sector, the re-pricing of credit risk in the broadly syndicated credit market
and the failure of certain major financial institutions. Despite actions of the U.S. federal government and foreign governments,
these events have contributed to worsening general economic conditions that are materially and adversely impacting the broader
financial and credit markets and reducing the availability of debt and equity capital for the market as a whole and financial services
firms in particular. While recent indicators suggest modest improvement in the capital markets, these conditions could continue for
a prolonged period of time or worsen in the future. While these conditions persist, we and other companies in the financial services
sector may be required to, or may choose to, seek access to alternative markets for debt and equity capital. Equity capital may be
difficult to raise because, subject to some limited exceptions, we will not generally be able to issue and sell our common stock at a
price below NAV per share. In addition, the debt capital that will be available, if at all, may be at a higher cost, and on less
favorable terms and conditions in the future. Conversely, the portfolio companies in which we will invest may not be able to service
or refinance their debt, which could materially and adversely affect our financial condition as we would experience reduced income
or even experience losses. The inability to raise capital and the risk of portfolio company defaults may have a negative effect on our
business, financial condition and results of operations.

Difficult market and political conditions may adversely affect our business in many ways, including by reducing the value or
hampering the performance of the investments made by our funds, each of which could materially and adversely affect our
business, results of operations and financial condition.

Our business is materially affected by conditions in the global financial markets and economic and political conditions
throughout the world, such as interest rates, availability and cost of credit, inflation rates, economic uncertainty, changes in laws
(including laws relating to our taxation, taxation of our investors, the possibility of changes to tax laws in either the United States or
any non-U.S. jurisdiction and regulations on asset managers), trade barriers, commodity prices, currency exchange rates and
controls and national and international political circumstances (including wars, terrorist acts and security operations). These factors
are outside of our control and may affect the level and volatility of asset prices and the liquidity and value of investments, and we
may not be able to or may choose not to manage our exposure to these conditions. Ongoing developments in the U.S. and global
financial markets following the unprecedented turmoil in the global capital markets and the financial services industry in late 2008
and early 2009 continue to illustrate that the current environment is still one of uncertainty and instability for investment
management businesses. These and other conditions in the global financial markets and the global economy may result in adverse
consequences for our funds and their respective investee companies, which could restrict such funds’ investment activities and
impede such funds’ ability to effectively achieve their investment objectives. In addition, because the fees we earn under our
investment management agreements are based in part on the market value of our assets under management and in part on
investment performance, if any of these factors
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cause a decline in our assets under management or result in non-performance of loans by investee companies, it would result in
lower fees earned, which could in turn materially and adversely affect our business and results of operations.

The downgrade of the U.S. credit rating and the economic crisis in Europe could negatively impact our liquidity, financial
condition and earnings.

Although U.S. lawmakers passed legislation in February of 2014 to raise the federal debt ceiling until March of 2015, and
Standard & Poor’s Ratings Services affirmed its 'AA+' long-term sovereign credit rating on the United States and revised the
outlook on the long-term rating from negative to stable in June of 2013, U.S. debt ceiling and budget deficit concerns together with
signs of deteriorating sovereign debt conditions in Europe continue to present the possibility of a credit-rating downgrade,
economic slowdowns, or a recession for the United States. The impact of any further downgrades to the U.S. government’s
sovereign credit rating or its perceived creditworthiness could adversely affect the U.S. and global financial markets and economic
conditions. These developments, along with any further European sovereign debt issues, could cause interest rates and borrowing
costs to rise, which may negatively impact our ability to access the debt markets on favorable terms. Continued adverse economic
conditions could have a material adverse effect on our business, financial condition and results of operations.

A failure or the perceived risk of a failure to raise the statutory debt limit of the United States could have a material adverse
effect on our business, financial condition and results of operations.

In February of 2014, U.S. lawmakers passed legislation to raise the federal debt ceiling until March of 2015. However, if
legislation increasing the debt ceiling is not enacted beyond March of 2015 and the debt ceiling is reached, the federal government
may stop or delay making payments on its obligations. A failure by Congress to raise the debt limit to the extent necessary would
increase the risk of default by the United States on its obligations, as well as the risk of other economic dislocations. If the U.S.
Government fails to complete its budget process or to provide for a continuing resolution before the expiration of the current
continuing resolution (currently March 2015), another federal government shutdown may result. Such a failure or the perceived risk
of such a failure, consequently, could have a material adverse effect on the financial markets and economic conditions in the United
States and throughout the world. It could also limit our ability and the ability of our portfolio companies to obtain financing, and it
could have a material adverse effect on the valuation of our portfolio companies. Consequently, the continued uncertainty in the
general economic environment and potential debt ceiling implications, as well in specific economies of several individual
geographic markets in which our portfolio companies operate, could adversely affect our business, financial condition and results
of operations.

Risks Related to Our Business

We may suffer credit losses.

Private debt in the form of secured loans to corporate and asset-based borrowers is highly speculative and involves a high
degree of risk of credit loss, and therefore an investment in our securities may not be suitable for someone with a low tolerance for
risk. These risks are likely to increase during an economic recession, such as the economic recession or downturn that the United
States and many other countries have recently experienced or are experiencing.
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Because we use borrowed funds to make investments or fund our business operations, we are exposed to risks typically
associated with leverage which increase the risk of investing in us.

We have borrowed funds, including through the issuance of $40.0 million and $63.5 million in aggregate principal amount of
7.125% unsecured notes due March 30, 2019 and 6.125% unsecured notes due March 30, 2023 (collectively the “Notes”), through
draws from our Revolving Credit Facility, Term Loan Facility and SBA-guaranteed debentures to leverage our capital structure,
which is generally considered a speculative investment technique. As of September 30, 2014, our Term Loan Facility and
Revolving Credit Facility had outstanding balances of $171.5 million and $146.5 million, respectively, and we had $100.0 million
SBA-guaranteed debentures outstanding. As a result:

» our common shares may be exposed to an increased risk of loss because a decrease in the value of our investments may
have a greater negative impact on the value of our common shares than if we did not use leverage;

+  if we do not appropriately match the assets and liabilities of our business, adverse changes in interest rates could reduce or
eliminate the incremental income we make with the proceeds of any leverage;

+  our ability to pay dividends on our common stock may be restricted if our asset coverage ratio, as provided in the 1940 Act,
is not at least 200% and any amounts used to service indebtedness or preferred stock would not be available for such
dividends;

» the Revolving Facility is subject to periodic renewal by our lenders, whose continued participation cannot be guaranteed;
» the Facilities contain covenants restricting our operating flexibility;
* we, and indirectly our stockholders, bear the cost of issuing and paying interest or dividends on such securities; and

» any convertible or exchangeable securities that we issue may have rights, preferences and privileges more favorable than
those of our common shares.

Under the provisions of the 1940 Act, we are permitted, as a BDC, to issue debt securities or preferred stock and/or borrow
money from banks and other financial institutions, which we collectively refer to as “senior securities”, only in amounts such that
our asset coverage ratio equals at least 200% after each issuance of senior securities.

For a discussion of the terms of the Facilities and the Notes, see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Financial Condition, Liquidity and Capital Resources.”

Covenants in the Facilities may restrict our financial and operating flexibility.

We maintain the Facilities with certain lenders party thereto from time to time and ING Capital LLC, as administrative agent.
The Facilities are secured by substantially all of our assets, subject to certain exclusions. Availability of loans under the Facilities is
linked to the valuation of the collateral pursuant to a borrowing base mechanism. Borrowings under the Facilities are subject to,
among other things, a minimum borrowing/collateral base. Substantially all of our assets are pledged as collateral under the
Facilities. The Facilities require us to, among other things (i) make representations and warranties regarding the collateral as well as
our business and operations, (ii) agree to certain indemnification obligations, and (iii) agree to comply with various affirmative and
negative covenants. The documents for each of the Facilities also include default provisions such as the failure to make timely
payments under the Facilities, as the case may be, the occurrence of a change in control, and our failure to materially perform under
the operative agreements governing the Facilities, which, if not complied with, could accelerate repayment under the Facilities,
thereby materially and adversely affecting our liquidity, financial condition and results of operations.

As aresult of such covenants and restrictions in the Facilities, we will be limited in how we conduct our business and we may
be unable to raise additional debt or equity financing to take advantage of new business opportunities. In addition, our ability to
satisfy the financial requirements required by the Facilities can be
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affected by events beyond our control and we cannot assure you that we will meet these requirements. We cannot assure you that
we will be able to maintain compliance with these covenants in the future and, if we fail to do so, we may be in default under the
Facilities, and we may be prohibited from undertaking actions that are necessary or desirable to maintain and expand our business.

Default under the Facilities could allow the lender(s) to declare all amounts outstanding to be immediately due and payable. If
the lender(s) declare amounts outstanding under the Facilities to be due, the lender(s) could proceed against the assets pledged to
secure the debt under the Facilities. Any event of default, therefore, could have a material adverse effect on our business if the
lender(s) determine to exercise their rights.

The lack of liquidity in our investments may adversely affect our business.

We anticipate that our investments generally will be made in private companies. Substantially all of these securities will be
subject to legal and other restrictions on resale or will be otherwise less liquid than publicly traded securities. The illiquidity of our
investments may make it difficult for us to sell such investments if the need arises. In addition, if we are required to liquidate all or
a portion of our portfolio quickly, we may realize significantly less than the value at which we had previously recorded our
investments. In addition, we may face other restrictions on our ability to liquidate an investment in a portfolio company to the
extent that we or our investment adviser has material non-public information regarding such portfolio company.

A substantial portion of our portfolio investments will be recorded at fair value as determined in good faith by or under the
direction of our board of directors and, as a result, there may be uncertainty regarding the value of our portfolio investments.

The debt and equity securities in which we invest for which market quotations are not readily available will be valued at fair
value as determined in good faith by or under the direction of our board of directors. Most, if not all, of our investments (other than
cash and cash equivalents) will be classified as Level 3 under Accounting Standards Codification Topic 820 — Fair Value
Measurements and Disclosures. This means that our portfolio valuations will be based on unobservable inputs and our own
assumptions about how market participants would price the asset or liability in question. We expect that inputs into the
determination of fair value of our portfolio investments will require significant management judgment or estimation. Even if
observable market data are available, such information may be the result of consensus pricing information or broker quotes, which
include a disclaimer that the broker would not be held to such a price in an actual transaction. The non-binding nature of consensus
pricing and/or quotes accompanied by disclaimers materially reduces the reliability of such information. We have retained the
services of an independent service provider to review the valuation of these loans and securities. The types of factors that the board
of directors may take into account in determining the fair value of our investments generally include, as appropriate, comparison to
publicly traded securities including such factors as yield, maturity and measures of credit quality, the enterprise value of a portfolio
company, the nature and realizable value of any collateral, the portfolio company’s ability to make payments and its earnings and
discounted cash flow, the markets in which the portfolio company does business and other relevant factors. Because such
valuations, and particularly valuations of private securities and private companies, are inherently uncertain, may fluctuate over
short periods of time and may be based on estimates, our determinations of fair value may differ materially from the values that
would have been used if a ready market for these loans and securities existed. Our net asset value could be adversely affected if our
determinations regarding the fair value of our investments were materially higher than the values that we ultimately realize upon
the disposal of such loans and securities.

We are a non-diversified investment company within the meaning of the 1940 Act, and therefore we are not limited with respect
to the proportion of our assets that may be invested in securities of a single issuer.

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 invest in securities of a single issuer. We also are
not adopting any policy restricting the percentage of our assets that may be invested in a single portfolio company. To the extent
that we assume large positions in the securities of a small number of issuers, our NAV may fluctuate to a greater extent than that of
a diversified investment company as a result of changes in the financial condition or the market’s assessment of the issuer. We may
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also be more susceptible to any single economic or regulatory occurrence than a diversified investment company. Beyond our
income tax diversification requirements under Subchapter M of the Code, we do not have fixed guidelines for diversification, and
our investments could be concentrated in relatively few portfolio companies.

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

We are prohibited under the 1940 Act from participating in certain transactions with our affiliates without the prior approval of
our independent directors and, in some cases, of the SEC. Any person that owns, directly or indirectly, five percent or more of our
outstanding voting securities will be our affiliate for purposes of the 1940 Act, and we are generally prohibited from buying or
selling any security from or to such affiliate, absent the prior approval of our independent directors. The 1940 Act also prohibits
certain “joint” transactions with certain of our affiliates, which could include investments in the same portfolio company, without
prior approval of our independent directors and, in some cases, of the SEC. We are prohibited from buying or selling any security
from or to any person who owns more than 25% of our voting securities or certain of that person’s affiliates, or entering into
prohibited joint transactions with such persons, absent the prior approval of the SEC. As a result of these restrictions, we may be
prohibited from buying or selling any security (other than any security of which we are the issuer) from or to any portfolio
company of a private equity fund managed by our investment adviser or its affiliates without the prior approval of the SEC, which
may limit the scope of investment opportunities that would otherwise be available to us.

We may, however, co-invest with our investment adviser and its affiliates’ other clients in certain circumstances where doing so
is consistent with applicable law and SEC staff interpretations. For example, we may co-invest with such accounts consistent with
guidance promulgated by the SEC staff permitting us and such other accounts to purchase interests in a single class of privately
placed securities so long as certain conditions are met, including that our investment adviser, acting on our behalf and on behalf of
other clients, negotiates no term other than price. We may also co-invest with our investment adviser’s other clients as otherwise
permissible under regulatory guidance, applicable regulations and MCC Advisors’ allocation policy. Under this allocation policy, a
fixed percentage of each opportunity, which may vary based on asset class and from time to time, will be offered to us and similar
eligible accounts, as periodically determined by MCC Advisors and approved by our board of directors, including our independent
directors. The allocation policy further provides that allocations among us and these other accounts will generally be made pro rata
based on each account’s capital available for investment, as determined, in our case, by the Adviser. It is our policy to base our
determinations as to the amount of capital available for investment based on such factors as the amount of cash on-hand, existing
commitments and reserves, if any, the targeted leverage level, the targeted asset mix and diversification requirements and other
investment policies and restrictions set by our board of directors or imposed by applicable laws, rules, regulations or
interpretations. We expect that these determinations will be made similarly for other accounts. However, we can offer no assurance
that investment opportunities will be allocated to us fairly or equitably in the short-term or over time.

In addition, we have received an order from the SEC that permits us to negotiate the terms of co-investments with other funds
managed by MCC Advisors or its affiliates subject to the conditions included therein. In situations where co-investment with other
funds managed by MCC Advisors or its affiliates is not permitted or appropriate, such as when there is an opportunity to invest in
different securities of the same issuer or where the different investments could be expected to result in a conflict between our
interests and those of other MCC Advisors clients, MCC Advisors will need to decide which client will proceed with the
investment. MCC Advisors will make these determinations based on its policies and procedures, which generally require that such
opportunities be offered to eligible accounts on an alternating basis that will be fair and equitable over time. Moreover, except in
certain circumstances, we will be unable to invest in any issuer in which a fund managed by MCC Advisors or its affiliates has
previously invested. Similar restrictions limit our ability to transact business with our officers or directors or their affiliates.
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We will be exposed to risks associated with changes in interest rates.

Interest rate fluctuations may have a substantial negative impact on our investments, the value of our common stock and our
rate of return on invested capital. A reduction in the interest rates on new investments relative to interest rates on current
investments could also have an adverse impact on our net interest income. An increase in interest rates could decrease the value of
any investments we hold which earn fixed interest rates and also could increase our interest expense, thereby decreasing our net
income. Also, an increase in interest rates available to investors could make investment in our common stock less attractive if we
are not able to increase our dividend rate, which could reduce the value of our common stock.

It is unclear how increased regulatory oversight and changes in the method for determining LIBOR may dffect the value of the
financial obligations to be held or issued by us that are linked to LIBOR, or how such changes could affect our results of
operations or financial condition.

As aresult of concerns about the accuracy of the calculation of LIBOR, a number of British Bankers’ Association, or BBA,
member banks entered into settlements with certain regulators and law enforcement agencies with respect to the alleged
manipulation of LIBOR, and there are ongoing investigations by regulators and governmental authorities in various jurisdictions.
Following a review of LIBOR conducted at the request of the U.K. government, on September 28, 2012, recommendations for
reforming the setting and governing of LIBOR were released, which are referred to as the Wheatley Review. The Wheatley Review
made a number of recommendations for changes with respect to LIBOR, including the introduction of S-5 statutory regulation of
LIBOR, the transfer of responsibility for LIBOR from the BBA to an independent administrator, changes to the method of the
compilation of lending rates and new regulatory oversight and enforcement mechanisms for rate-setting and a reduction in the
number of currencies and tenors for which LIBOR is published. Based on the Wheatley Review and on a subsequent public and
governmental consultation process, on March 25, 2013, the U.K. Financial Services Authority published final rules for the U.K.
Financial Conduct Authority’s regulation and supervision of LIBOR, which are referred to as the FCA Rules. In particular, the FCA
Rules include requirements that (1) an independent LIBOR administrator monitor and survey LIBOR submissions to identify
breaches of practice standards and/or potentially manipulative behavior, and (2) firms submitting data to LIBOR establish and
maintain a clear conflicts of interest policy and appropriate systems and controls. The FCA Rules took effect on April 2, 2013, and
in early 2014 the NYSE Euronext replaced the BBA as Libor’s administrator. It is uncertain what additional regulatory changes or
what changes, if any, in the method of determining LIBOR may be required or made by the U.K. government or other
governmental or regulatory authorities. Accordingly, uncertainty as to the nature of such changes may adversely affect the market
for or value of any LIBOR-linked securities, loans, derivatives and other financial obligations or extensions of credit held by or due
to us or on our overall financial condition or results of operations. In addition, any further changes or reforms to the determination
or supervision of LIBOR may result in a sudden or prolonged increase or decrease in reported LIBOR, which could have an
adverse impact on the market for or value of any LIBOR-linked securities, loans, derivatives and other financial obligations or
extensions of credit held by or due to us or on our overall financial condition or results of operations.

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

Because we borrow money to make investments, our net investment income will depend, in part, upon the difference between
the rate at which we borrow funds and the rate at which we invest those funds. As a result, we can offer no assurance that a
significant change in market interest rates will not have a material adverse effect on our net investment income in the event we use
our existing debt to finance our investments. In periods of rising interest rates, our cost of funds will increase to the extent we
access the Facilities, since the interest rate on the Facilities is floating, which could reduce our net investment income to the extent
any debt investments have fixed interest rates. We expect that our long-term fixed-rate investments will be financed primarily with
issuances of equity and long-term debt securities. We may use interest rate risk management techniques in an effort to limit our
exposure to interest rate fluctuations. Such techniques may include various interest rate hedging activities to the extent permitted by
the 1940 Act.
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You should also be aware that a rise in the general level of interest rates typically leads to higher interest rates applicable to our
debt investments. Accordingly, an increase in interest rates may result in an increase of the amount of incentive fees payable to
MCC Advisors.

If MCC Advisors is unable to manage our investments effectively, we may be unable to achieve our investment objective.

Our ability to achieve our investment objective will depend on our ability to manage our business, which will depend, in turn,
on the ability of MCC Advisors to identify, invest in and monitor companies that meet our investment criteria. Accomplishing this
result largely will be a function of MCC Advisors’ investment process and, in conjunction with its role as our administrator, its
ability to provide competent, attentive and efficient services to us.

MCC Advisors’ senior management team is comprised of members of the senior management team for Medley LLC, and they
manage other investment funds. They may also be required to provide managerial assistance to our portfolio companies. These
demands on their time may distract them or slow our rate of investment. Any failure to manage our business effectively could have
a material adverse effect on our business, financial condition and results of operations.

We may experience fluctuations in our periodic operating results.

We could experience fluctuations in our periodic operating results due to a number of factors, including the interest rates
payable on the debt securities we acquire, the default rate on such securities, the level of our expenses (including the interest rates
payable on our borrowings), the dividend rates payable on preferred stock we issue, variations in and the timing of the recognition
of realized and unrealized gains or losses, the degree to which we encounter competition in our markets and general economic
conditions. As a result of these factors, results for any period should not be relied upon as being indicative of performance in future
periods.

Any failure on our part to maintain our status as a BDC would reduce our operating flexibility.

If we fail to qualify as a BDC, we might be regulated as a closed-end investment company under the 1940 Act, which would
subject us to substantially more onerous regulatory restrictions under the 1940 Act and correspondingly decrease our operating
flexibility.

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

For U.S. federal income tax purposes, we may include in income certain amounts that we have not yet received in cash, such as
original issue discount, which may arise if we receive warrants in connection with the making of a loan or possibly in other
circumstances, such as payment-in-kind interest, which represents contractual interest added to the loan balance and due at the end
of the loan term. Such original issue discount, which could be significant relative to our overall investment activities, or increases
in loan balances as a result of payment-in-kind arrangements are included in income before we receive any corresponding cash
payments. We also may be required to include in income certain other amounts that we do not receive in cash.

Since in certain cases we may recognize income before or without receiving cash representing such income, we may have
difficulty meeting the tax requirement to distribute at least 90% of our net ordinary income and realized net short-term capital gains
in excess of realized net long-term capital losses, if any, to maintain our status as a RIC. Accordingly, we may have to sell some of
our investments at times we would not consider advantageous, raise additional debt or equity capital or reduce new investment
originations to meet these distribution requirements. If we are not able to raise cash from other sources, we may fail to qualify as a
RIC and thus become subject to corporate-level U.S. federal income tax. See “Tax Matters — Taxation of the Company”.

We may be required to pay incentive fees on income accrued, but not yet received in cash.

That part of the incentive fee payable by us that relates to our net investment income is computed and paid on income that may
include interest that has been accrued but not yet received in cash, such as market discount, debt instruments with payment-in-kind,
or PIK, interest, preferred stock with PIK dividends and zero
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coupon securities. If a portfolio company defaults on a loan, it is possible that accrued interest previously used in the calculation of
the incentive fee will become uncollectible. Consequently, we may make incentive fee payments on income accruals that we may
not collect in the future and with respect to which we do not have a clawback right against MCC Advisors.

We may not be able to pay you dividends and our dividends may not grow over time.

We intend to pay quarterly dividends to our stockholders out of assets legally available for distribution. We cannot assure you
that we will achieve investment results that will allow us to pay a specified level of cash dividends or year-to-year increases in cash
dividends. Our ability to pay dividends might be adversely affected by, among other things, the impact of one or more of the risk
factors described herein. In addition, the inability to satisfy the asset coverage test applicable to us as a BDC could limit our ability
to pay dividends. All dividends will be paid at the discretion of our board of directors and will depend on our earnings, our
financial condition, maintenance of our RIC status, compliance with applicable BDC regulations, restrictions on the payment of
dividends under the Facilities, our SBIC subsidiary’s compliance with SBIC regulations and such other factors as our board of
directors may deem relevant from time to time. We cannot assure you that we will pay dividends to our stockholders in the future.

Our SBIC subsidiary may be unable to make distributions to us that will enable us to meet or maintain RIC status, which could
result in the imposition of an entity-level tax.

In order for us to continue to qualify for RIC tax treatment and to minimize corporate-level U.S. federal income taxes, we will
be required to distribute substantially all of our net ordinary income and net capital gain income, including income from certain of
our subsidiaries, which includes the income from our SBIC subsidiary. We are partially dependent on our SBIC subsidiary for cash
distributions to enable us to meet the RIC distribution requirements. Our SBIC subsidiary may be limited by the Small Business
Investment Act of 1958, and SBIC regulations governing SBICs, from making certain distributions to us that may be necessary to
enable us to maintain our status as a RIC. We may have to request a waiver of the SBA’s restrictions for our SBIC subsidiary to
make certain distributions to maintain our eligibility for RIC status. We cannot assure you that the SBA will grant such a waiver
and if our SBIC subsidiary is unable to obtain a waiver, compliance with the SBIC regulations may result in loss of RIC tax
treatment and a consequent imposition of an entity-level tax on us.

Our SBIC subsidiary is subject to SBA regulations, and any failure to comply with SBA regulations could have an adverse
effect on our operations.

On March 26, 2013, our wholly-owned subsidiary, Medley SBIC LP (“SBIC LP”), received a Small Business Investment
Company (“SBIC”) license from the Small Business Administration (“SBA™).

The SBIC license allows SBIC LP to obtain leverage by issuing SBA-guaranteed debentures, subject to the issuance of a capital
commitment by the SBA and other customary procedures. SBA-guaranteed debentures are non-recourse, interest only debentures
with interest payable semi-annually and have a ten year maturity. The principal amount of SBA-guaranteed debentures is not
required to be paid prior to maturity but may be prepaid at any time without penalty. The interest rate of SBA-guaranteed
debentures is fixed on a semi-annual basis at a market-driven spread over U.S. Treasury Notes with 10-year maturities. The SBA,
as a creditor, will have a superior claim to SBIC LP’s assets over our stockholders in the event we liquidate SBIC LP or the SBA
exercises its remedies under the SBA-guaranteed debentures issued by SBIC LP upon an event of default.

Further, the SBA regulations require that a licensed SBIC be periodically examined and audited by the SBA to determine its
compliance with the relevant SBA regulations. The SBA prohibits, without prior SBA approval, a “change of control” of an SBIC
or any transfers of the capital stock of a licensed SBIC. If our SBIC subsidiary fails to comply with applicable SBIC regulations,
the SBA could, depending on the severity of the violation, limit or prohibit its use of debentures, declare outstanding debentures
immediately due and payable, and/or limit it from making new investments. In addition, the SBA can revoke or suspend a license
for willful or repeated violation of, or willful or repeated failure to observe, any provision of the Small Business Investment Act of
1958 or any rule or regulation promulgated thereunder. Our SBIC subsidiary’s
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investment adviser does not have any prior experience managing an SBIC. Its lack of experience in complying with SBA
regulations may hinder its ability to take advantage of our SBIC subsidiary’s access to SBA-guaranteed debentures. Any failure to
comply with SBA regulations could have an adverse effect on our operations.

SBA regulations limit the outstanding dollar amount of SBA guaranteed debentures that may be issued by an SBIC or group of
SBICs under common control.

The SBA regulations currently limit the dollar amount of SBA-guaranteed debentures that can be issued by any one SBIC to
$150.0 million or to a group of SBICs under common control to $225.0 million. Moreover, an SBIC may not borrow an amount in
excess of two times (and in certain cases, up to three times) its regulatory capital. As of September 30, 2014, our SBIC subsidiary
had $100.0 million in SBA-guaranteed debentures outstanding. If we reach the maximum dollar amount of SBA-guaranteed
debentures permitted, and if we require additional capital, our cost of capital is likely to increase, and there is no assurance that we
will be able to obtain additional financing on acceptable terms.

Moreover, the current status of our SBIC subsidiary as an SBIC does not automatically assure that our SBIC subsidiary will
continue to receive SBA-guaranteed debenture funding. Receipt of SBA leverage funding is dependent upon our SBIC subsidiary
continuing to be in compliance with SBA regulations and policies and available SBA funding. The amount of SBA leverage
funding available to SBICs is dependent upon annual Congressional authorizations and in the future may be subject to annual
Congressional appropriations. There can be no assurance that there will be sufficient debenture funding available at the times
desired by our SBIC subsidiary.

The debentures guaranteed by the SBA have a maturity of ten years and require semi-annual payments of interest. Our SBIC
subsidiary will need to generate sufficient cash flow to make required interest payments on the debentures. If our SBIC subsidiary
is unable to meet their financial obligations under the debentures, the SBA, as a creditor, will have a superior claim to our SBIC
subsidiary's assets over our stockholders in the event we liquidate our SBIC subsidiary or the SBA exercises its remedies under
such debentures as the result of a default by us.

The highly competitive market in which we operate may limit our investment opportunities.

A number of entities compete with us to make the types of investments that we make. We compete with public and private
funds, commercial and investment banks, commercial financing companies, other SBICs and, to the extent they provide an
alternative form of financing, private equity funds. Additionally, because competition for investment opportunities generally has
increased among alternative investment vehicles, such as hedge funds, those entities have begun to invest in areas in which they
have not traditionally invested. As a result of these new entrants, competition for investment opportunities intensified in recent
years and may intensify further in the future. Some of our existing and potential 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 funds 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, 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 and valuation
requirements that the 1940 Act imposes on us as a BDC and the tax consequences of qualifying as a RIC. We cannot assure you
that the competitive pressures we face will not have a material adverse effect on our business, financial condition and results of
operations. Also, as a result of this existing and potentially increasing competition, we may not be able to take advantage of
attractive investment opportunities from time to time, and we can offer no assurance that we will be able to identify and make
investments that are consistent with our investment objective.

We do not seek to compete primarily based on the interest rates we offer, and we believe that some of our competitors make
loans with interest rates that are comparable to or lower than the rates we offer. We may lose investment opportunities if we do not
match our competitors’ pricing, terms and structure. If we match our competitors’ pricing, terms and structure, we may experience
decreased net interest income and increased risk of credit loss. A significant part of our competitive advantage stems from the fact
that the market for investments in mid-sized companies is underserved by traditional commercial banks and other
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financial institutions. A significant increase in the number and/or size of our competitors in this target market could force us to
accept less attractive investment terms. Furthermore, many of our competitors have greater experience operating under the
regulatory restrictions of the 1940 Act.

We depend upon senior management personnel of MCC Advisors for our future success, and if MCC Advisors is unable to
retain qualified personnel or if MCC Advisors loses any member of its senior management team, our ability to achieve our
investment objective could be significantly harmed.

We depend on our investment management team, or the Investment Team, which is provided by MCC Advisors, for the
identification, final selection, structuring, closing and monitoring of our investments. Our Investment Team is integral to our asset
management activities and has critical industry experience and relationships that we will rely on to implement our business plan.
Our future success depends on our Investment Team’s continued service to MCC Advisors. The departure of any of the members of
MCC Advisors’ Investment Team could have a material adverse effect on our ability to achieve our investment objective. As a
result, we may not be able to operate our business as we expect, and our ability to compete could be harmed, which could cause our
operating results to suffer. In addition, we can offer no assurance that MCC Advisors will remain our investment adviser or our
administrator.

Our investment adviser may not be able to achieve the same or similar returns as those achieved by our senior management and
Investment Team while they were employed at prior positions.

The track record and achievements of the senior management and Investment Team of MCC Advisors are not necessarily
indicative of future results that will be achieved by our investment adviser. As a result, our investment adviser may not be able to
achieve the same or similar returns as those achieved by our senior management and Investment Team while they were employed at
prior positions.

Because we expect to distribute substantially all of our net investment income and net realized capital gains to our stockholders,
we will need additional capital to finance our growth and such capital may not be available on favorable terms or at all.

We have elected and timely qualified to be taxed for U.S. federal income tax purposes as a RIC under Subchapter M of the
Code. As a RIC, we must meet certain requirements, including source-of-income, asset diversification and distribution
requirements in order to not have to pay corporate-level U.S. federal income taxes on income we distribute to our stockholders as
dividends, which allows us to substantially reduce or eliminate our corporate-level tax liability. As a BDC, we are generally
required to meet a coverage ratio of total assets to total senior securities, which includes all of our borrowings and any preferred
stock we may issue in the future, of at least 200% at the time we issue any debt or preferred stock. This requirement limits the
amount of our leverage. Because we will continue to need capital to grow our investment portfolio, this limitation may prevent us
from incurring debt or issuing preferred stock and require us to raise additional equity at a time when it may be disadvantageous to
do so. We cannot assure you that debt and equity financing will be available to us on favorable terms, or at all, and debt financings
may be restricted by the terms of any of our outstanding borrowings. In addition, as a BDC, we are generally not permitted to issue
common stock priced below NAV without stockholder approval. If additional funds are not available to us, we could be forced to
curtail or cease new lending and investment activities, and our NAV could decline.

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

Our board of directors has the authority to modify or waive certain of our operating policies and strategies without prior notice
and without stockholder approval. However, absent stockholder approval, we may not change the nature of our business so as to
cease to be, or withdraw our election as, a BDC. We cannot predict the effect any changes to our current operating policies and
strategies would have on our business, operating results or value of our stock. Nevertheless, the effects could adversely affect our
business and impact our ability to make distributions and cause you to lose all or part of your investment.
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There are significant potential conflicts of interest that could affect our investment returns.

There may be times when MCC Advisors, its senior management and Investment Team, and members of its Investment
Committee have interests that differ from those of our stockholders, giving rise to a conflict of interest. In particular, certain private
investment funds managed by the senior members of MCC Advisors hold controlling or minority equity interests, or have the right
to acquire such equity interests, in some of our portfolio companies. As a result, the senior members of MCC Advisors may face
conflicts of interests in connection with making business decisions for these portfolio companies to the extent that such decisions
affect the debt and equity holders in these portfolio companies differently. In addition, the senior members of MCC Advisors may
face conflicts of interests in connection with making investment or other decisions, including granting loan waivers or concessions
on our behalf with respect to these portfolio companies given that they also manage private investment funds that hold the equity
interests in these portfolio companies.

There may be conflicts related to obligations MCC Advisors’ senior management and Investment Team and members of its
Investment Committee have to other clients.

The members of the senior management and Investment Teams and the Investment Committee of MCC Advisors serve or may
serve as officers, directors or principals of entities that operate in the same or a related line of business as we do, or of investment
funds managed by MCC Advisors or its affiliates. In serving in these multiple capacities, they may have obligations to other clients
or investors in those entities, the fulfillment of which may not be in our best interests or in the best interest of our stockholders. For
example, the personnel that comprises MCC Advisor’ Investment Team, have management responsibilities for other investment
funds, accounts or other investment vehicles managed by affiliates of MCC Advisors.

Our investment objective may overlap with the investment objectives of such investment funds, accounts or other investment
vehicles. For example, affiliates of MCC Advisors currently manage private funds and managed accounts that are seeking new
capital commitments and will pursue an investment strategy similar to our strategy, and we may compete with these and other
entities managed by affiliates of MCC Advisors for capital and investment opportunities. As a result, those individuals may face
conflicts in the allocation of investment opportunities among us and other investment funds or accounts advised by principals of, or
affiliated with, MCC Advisors.

We have received an order from the SEC which permits us to co-invest with certain other investment funds managed by MCC
Advisors or its affiliates, subject to the conditions included therein. In situations where we cannot co-invest with other investment
funds managed by MCC Advisors or its affiliates, the investment policies and procedures of MCC Advisors generally require that
such opportunities be offered to us and such other investment funds on an alternating basis. However, there can be no assurance
that we will be able to participate in all investment opportunities that are suitable to us.

MCC Advisors may, from time to time, possess material non-public information, limiting our investment discretion.

MCC Advisors and members of its senior management and Investment Teams and Investment Committee may serve as
directors of, or in a similar capacity with, companies in which we invest, the securities of which are purchased or sold on our
behalf. In the event that material nonpublic information is obtained with respect to such companies, we could be prohibited for a
period of time from purchasing or selling the securities of such companies by law or otherwise, and this prohibition may have an
adverse effect on us.

Our incentive fee structure may create incentives for MCC Advisors that are not fully aligned with the interests of our
stockholders.

In the course of our investing activities, we will pay management and incentive fees to MCC Advisors. These fees are based on
our gross assets. As a result, investors in our common stock will invest on a “gross” basis and receive distributions on a “net” basis
after expenses, resulting in a lower rate of return than one might achieve through direct investments. Because these fees are based
on our gross assets, MCC Advisors will benefit when we incur debt or use leverage. Additionally, under the incentive fee structure,
MCC Advisors may benefit when capital gains are recognized and, because MCC Advisors determines when a holding is sold,
MCC Advisors controls the timing of the recognition of such capital gains. Our board of
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directors is charged with protecting our interests by monitoring how MCC Advisors addresses these and other conflicts of interests
associated with its management services and compensation. While they are not expected to review or approve borrowings or
incurrence of leverage in the ordinary course, our independent directors approve our credit facilities, including the maximum
amount of leverage we may employ, and will periodically review MCC Advisors’ services and fees as well as its portfolio
management decisions and portfolio performance through their quarterly review of our portfolio and annual review of our
investment advisory and administration agreements. In connection with these reviews, our independent directors will consider
whether our fees and expenses (including those related to leverage) remain appropriate. As a result of this arrangement, MCC
Advisors or its affiliates may from time to time have interests that differ from those of our stockholders, giving rise to a conflict.

The part of the incentive fee payable to MCC Advisors that relates to our net investment income will be computed and paid on
income that may include interest income that has been accrued but not yet received in cash. This fee structure may be considered to
involve a conflict of interest for MCC Advisors to the extent that it may encourage MCC Advisors to favor debt financings that
provide for deferred interest, rather than current cash payments of interest. MCC Advisors may have an incentive to invest in
deferred interest securities in circumstances where it would not have done so but for the opportunity to continue to earn the
incentive fee even when the issuers of the deferred interest securities would not be able to make actual cash payments to us on such
securities. This risk could be increased because MCC Advisors is not obligated to reimburse us for any incentive fees received even
if we subsequently incur losses or never receive in cash the deferred income that was previously accrued.

Because we borrow money, the potential for loss on amounts invested in us will be magnified and may increase the risk of
investing in us.

Borrowings, also known as leverage, magnify the potential for loss on invested equity capital. If we continue to use leverage to
partially finance our investments, which we have increasingly done over the years, you will experience increased risks of investing
in our securities. We borrow under the Facilities, issued the Notes, issued the SBA-guaranteed debentures and may issue other debt
securities or enter into other types of borrowing arrangements in the future. If the value of our assets decreases, leveraging would
cause net asset value to decline more sharply than it otherwise would have had we not leveraged. Similarly, any decrease in our
income would cause net income to decline more sharply than it would have had we not borrowed. Such a decline could negatively
affect our ability to make common stock distributions or scheduled debt payments. Leverage is generally considered a speculative
investment technique and we only intend to use leverage if expected returns will exceed the cost of borrowing.

As of September 30, 2014, our Term Loan Facility and Revolving Credit Facility had outstanding balances of $171.5 million
and $146.5 million, respectively, $100.0 million SBA-guaranteed debentures outstanding and we had $103.5 million of outstanding
Notes. The Facilities and the Notes require periodic payments of interest. The weighted average interest rate charged on our
borrowings as of September 30, 2014 was 4.5% (exclusive of deferred financing costs). We will need to generate sufficient cash
flow to make these required interest payments. In order for us to cover our annual interest payments on indebtedness, we must
achieve annual returns on our September 30, 2014 total assets of at least 1.3%. If we are unable to meet the financial obligations
under the Facilities, the lenders under the Facilities will have a superior to claim to our assets over our stockholders. If we are
unable to meet the financial obligations under the Notes, the holders thereof will have the right to declare the principal amount and
accrued and unpaid interest on the outstanding Notes to be due and payable immediately.

We have received exemptive relief from the SEC to permit us to exclude the debt of our SBIC subsidiary guaranteed by the
SBA from the definition of senior securities in the 200% asset coverage ratio we are required to maintain under the 1940 Act. As a
result of our receipt of this relief, if we receive a license from the SBA we will have the ability to incur leverage in excess of the
amounts set forth in the 1940 Act. If we incur additional leverage in excess of the amounts set forth in the 1940 Act, our net asset
value will decline more sharply if the value of our assets declines than if we had not incurred such additional leverage and the
effects of leverage described above will be magnified.
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Illustration. The following table illustrates the effect of leverage on returns from an investment in our common stock assuming
various annual returns, net of expenses. The calculations in the table below are hypothetical and actual returns may be higher or
lower than those appearing below.

Assumed Return on Our PortfolioV)
(net of expenses)

(10.00% _ (5.00% 0.0% 5.0% 10.0%
Corresponding net return to common stockholder 214)% (123)% (B2)% (9% (14.9%

(1) Assumes $1,324 million in total assets, $521.5 million in debt outstanding, $729.9 million in net assets, and a weighted average
interest rate of 4.5%. Actual interest payments may be different.

Our incentive fee may induce our investment adviser to make certain investments, including speculative investments.

The incentive fee payable by us to MCC Advisors may create an incentive for MCC Advisors 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 MCC Advisors is determined, which is calculated separately in two components as a percentage
of the interest and other ordinary income in excess of a quarterly minimum hurdle rate and as a percentage of the realized gain on
invested capital, may encourage MCC Advisors to use leverage or take additional risk to increase the return on our investments.
The use of leverage may magnify the potential for gain or loss on amounts invested. The use of leverage is considered a speculative
technique. If we borrow from banks or other lenders, we would expect that such lenders will seek recovery against our assets in the
event of a default and these lenders likely will have claims on our assets that are superior to those of our equity holders. In addition,
MCC Advisors receives the incentive fee based, in part, upon net capital gains realized on our investments. Unlike the portion of
the incentive fee based on income, there is no minimum level of gain applicable to the portion of the incentive fee based on net
capital gains. As a result, MCC Advisors may have an incentive to invest more in investments that are likely to result in capital
gains as compared to income producing securities. This practice could result in our investing in more speculative securities than
would otherwise be the case, which could result in higher investment losses, particularly during economic downturns.

We may invest, to the extent permitted by law, in the securities and instruments of other investment companies, including
private funds, and, to the extent we so invest, we will bear our ratable share of any such investment company’s expenses, including
management and performance fees. We will also remain obligated to pay management and incentive fees to MCC Advisors with
respect to the assets invested in the securities and instruments of other investment companies. With respect to each of these
investments, each of our common stockholders will bear his or her share of the management and incentive fee of MCC Advisors as
well as indirectly bear the management and performance fees and other expenses of any investment companies in which we invest.

We may be obligated to pay our investment adviser incentive compensation even if we incur a loss and may pay more than 20%
of our net capital gains because we cannot recover payments made in previous years.

Our investment adviser will be entitled to incentive compensation for each fiscal quarter in an amount equal to a percentage of
the excess of our net investment income for that quarter above a threshold return for that quarter. Our pre-incentive fee net
investment income for incentive compensation purposes excludes realized and unrealized capital losses that we may incur in the
fiscal quarter, even if such capital losses result in a net loss on our statement of operations for that quarter. Thus, we may be
required to pay our investment adviser incentive compensation for a fiscal quarter even if there is a decline in the value of our
portfolio or we incur a net loss for that quarter. If we pay an incentive fee of 20% of our realized capital gains (net of all realized
capital losses and unrealized capital depreciation on a cumulative basis) and thereafter experience additional realized capital losses
or unrealized capital depreciation, we will not be able to recover any portion of the incentive fee previously paid.
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The valuation process for certain of our portfolio holdings creates a conflict of interest.

A substantial portion of our portfolio investments are expected to be made in the form of securities that are not publicly traded.
As a result, our board of directors will determine the fair value of these securities in good faith pursuant to our valuation policy. In
connection with that determination, investment professionals from MCC Advisors prepare portfolio company valuations based
upon the most recent portfolio company financial statements available and projected financial results of each portfolio company. In
addition, certain members of our board of directors, including Brook Taube, Seth Taube and Jeff Tonkel have a pecuniary interest in
MCC Adpvisors. The participation of MCC Advisors’ investment professionals in our valuation process, and the pecuniary interest
in MCC Advisors by certain members of our board of directors, could result in a conflict of interest as the management fee that we
will pay MCC Advisors is based on our gross assets.

Confflicts related to other arrangements with MCC Advisors.

We utilize MCC Advisors’ office space and pay to MCC Advisors our allocable portion of overhead and other expenses
incurred by MCC Advisors in performing its obligations under the administration agreement, such as our allocable portion of the
cost of our chief financial officer and chief compliance officer and their respective staffs. This results in conflicts of interest that our
board of directors must monitor.

The investment management agreement and administration agreement with MCC Advisors were not negotiated on an arm’s
length basis and may not be as favorable to us as if they had been negotiated with an unadffiliated third party.

The investment management agreement and the administration agreement were negotiated between related parties.
Consequently, their terms, including fees payable to MCC Advisors, may not be as favorable to us as if they had been negotiated
with an unaffiliated third party.

Our ability to sell or otherwise exit investments in which dffiliates of MCC Advisors also have an investment may be restricted.

We may be considered affiliates with respect to certain of our portfolio companies, as discussed under “Investments and
Portfolio Companies.” Certain private funds advised by the senior members of MCC Advisors also hold interests in these portfolio
companies and as such these interests may be considered a joint enterprise under applicable regulations. To the extent that our
interests in these portfolio companies may need to be restructured in the future or to the extent that we choose to exit certain of
these transactions, our ability to do so will be limited.

We are highly dependent on information systems and systems failures could significantly disrupt our business, which may, in
turn, negatively affect the market price of our common stock and our ability to pay dividends.

Our business is highly dependent on our and third parties’ communications and information systems. Any failure or interruption
of those systems, including as a result of the termination of an agreement with any third-party service providers, could cause delays
or other problems in our activities. Our financial, accounting, data processing, backup or other operating systems and facilities may
fail to operate properly or become disabled or damaged as a result of a number of factors including events that are wholly or
partially beyond our control and adversely affect our business. There could be:

*  sudden electrical or telecommunications outages;

+ natural disasters such as earthquakes, tornadoes and hurricanes;

* disease pandemics;

» events arising from local or larger scale political or social matters, including terrorist acts; and
*  cyber-attacks.

These events, in turn, could have a material adverse effect on our operating results and negatively affect the market price of our
common stock and our ability to pay dividends to our stockholders.
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Risks Related to Our Investments

We may not realize gains from our equity investments.

When we make a debt investment, we may acquire warrants or other equity securities as well. In addition, we may invest
directly in the equity securities of portfolio companies. Our goal is ultimately to dispose of such equity interests and realize gains
upon our disposition of such interests. 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.

Our investments are very risky and highly speculative.

We invest primarily in senior secured first lien loans and senior secured second lien loans issued by private middle-market
companies.

Senior Secured Loans There is a risk that the collateral securing our loans may decrease in value over time, 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, and, 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. 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 enforce our remedies.

Equity Investments When we invest in senior secured first lien loans or senior secured second lien loans, we may receive
warrants or other equity securities as well. In addition, we may invest directly in the equity securities of portfolio companies. The
warrants or 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 warrants or equity interests, and any gains that we do realize on the disposition of any warrants or
equity interests may not be sufficient to offset any other losses we experience.

In addition, investing in private middle-market companies involves a number of significant risks. See “Our investments in
private middle-market portfolio companies may be risky, and you could lose all or part of your investment” below.

Our investments in private middle-market portfolio companies may be risky, and you could lose all or part of your investment.

Investments in private middle-market companies involve a number of significant risks. Generally, little public information
exists about these companies, and we are required to rely on the ability of MCC Advisors’ Investment Team to obtain adequate
information to evaluate the potential returns from investing in these 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.
Private middle-market companies may have limited financial resources and may be unable to meet their obligations under their debt
securities that we hold, which may be accompanied by a deterioration in the value of any collateral and a reduction in the likelihood
of our realizing any guarantees we may have obtained in connection with our investment. In addition, they typically have shorter
operating histories, narrower product lines and smaller market shares than larger businesses, which tend to render them more
vulnerable to competitors’ actions and market conditions, as well as general economic downturns. Additionally, private middle-
market companies 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 turn, on us. Private middle-market companies also generally 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. In addition, our executive officers, directors and MCC Advisors may, in the ordinary course of business, be
named as defendants in litigation arising from our investments in these types of companies.
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We intend to invest primarily in secured debt issued by our portfolio companies. In the case of our senior secured first lien
loans, the portfolio companies usually have, or may be permitted to incur, other debt that ranks equally with the debt securities in
which we invest. With respect to our senior secured second lien loans, the portfolio companies usually have, or may be permitted to
incur, other debt that ranks above or equally with the debt securities in which we invest. In the case of debt ranking above the
senior secured second lien loans in which we invest, we would be subordinate to such debt in the event of an insolvency,
liquidation, dissolution, reorganization or bankruptcy of the relevant portfolio company and therefore the 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. In the case of debt ranking equally with debt securities in which we invest, we would have to share any
distributions on an equal and ratable basis with other creditors holding such debt in the event of an insolvency, liquidation,
dissolution, reorganization or bankruptcy of the relevant portfolio company.

Additionally, certain loans that we make to portfolio companies may be secured on a second priority basis by the same
collateral securing senior secured debt of such companies. 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 portfolio 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 from, any realization of the
collateral to repay their obligations in full before us. In addition, the value of the collateral 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 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 from the
proceeds of the sale of the collateral, will only have an unsecured claim against the portfolio 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: (1) the ability to cause the commencement of enforcement proceedings against the
collateral; (2) the ability to control the conduct of such proceedings; (3) the approval of amendments to collateral documents; (4)
releases of liens on the collateral; and (5) 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.

Our portfolio companies may prepay loans, which prepayment may reduce stated yields if capital returned cannot be invested in
transactions with equal or greater expected yields.

Our loans to portfolio companies are callable at any time, most of them at no premium to par. It is uncertain as to when each
loan may be called. Whether a loan is called 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. As market conditions change frequently, it is unknown when, and if, this may be possible for each portfolio
company. In the case of some of these loans, having the loan called early may reduce the achievable yield for us below the stated
yield to maturity contained herein if the capital returned cannot be invested in transactions with equal or greater expected yields.

We may acquire indirect interests in loans rather than direct interests, which would subject us to additional risk.

We may make or acquire loans or investments through participation agreements. A participation agreement typically results in a
contractual relationship only with the counterparty to the participation agreement and not with the borrower. MCC Advisors has
adopted best execution procedures and guidelines
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to mitigate credit and counterparty risk when we acquire a loan through a participation agreement. In investing through
participations, we will generally not have a right to enforce compliance by the borrower with the terms of the loan agreement
against the borrower, and we may not directly benefit from the collateral supporting the debt obligation in which it has purchased
the participation. As a result, we will be exposed to the credit risk of both the borrower and the counterparty selling the
participation. In the event of insolvency of the counterparty, we, by virtue of holding participation interests in the loan, may be
treated as its general unsecured creditor. In addition, although we may have certain contractual rights under the loan participation
that require the counterparty to obtain our consent prior to taking various actions relating to the loan, we cannot guarantee that the
counterparty will seek such consent prior to taking various actions. Further, in investing through participation agreements, we may
not be able to conduct the due diligence on the borrower or the quality of the loan with respect to which it is buying a participation
that we would otherwise conduct if we were investing directly in the loan, which may result in us being exposed to greater credit or
fraud risk with respect to the borrower or the loan than we expected when initially purchasing the participation. See “Risks Related
to Our Business — There are significant potential conflicts of interest that could affect our investment returns” above.

Our failure to make follow-on investments in our portfolio companies could impair the value of our portfolio; our ability to
make follow-on investments in certain portfolio companies may be restricted.

Following an initial investment in a portfolio company, provided that there are no restrictions imposed by the 1940 Act, we may
make additional investments in that portfolio company as “follow-on” investments in order to: (1) increase or maintain in whole or
in part our equity ownership percentage; (2) exercise warrants, options or convertible securities that were acquired in the original or
subsequent financing; or (3) attempt to preserve or enhance the value of our initial investment.

We have the discretion to make any follow-on investments, subject to the availability of capital resources. We may elect not to
make follow-on investments or otherwise lack sufficient funds to make those investments. Our failure to make follow-on
investments may, in some circumstances, jeopardize the continued viability of a portfolio company and our initial investment, or
may result in a missed opportunity for us to increase our participation in a successful operation. Even if we have sufficient capital
to make a desired follow-on investment, we may elect not to make such follow-on investment because we may not want to increase
our concentration of risk, because we prefer other opportunities, because we are inhibited by compliance with BDC requirements or
because we desire to maintain our RIC tax status. We also may be restricted from making follow-on investments in certain portfolio
companies to the extent that affiliates of ours hold interests in such companies.

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

To maintain our status as a BDC, we are not permitted to acquire any assets other than “qualifying assets” specified in the 1940
Act unless, at the time the acquisition is made, at least 70% of our total assets are qualifying assets (with certain limited
exceptions). Subject to certain exceptions for follow-on investments and distressed companies, an investment in an issuer that has
outstanding securities listed on a national securities exchange may be treated as qualifying assets only if such issuer has a market
capitalization that is less than $250 million at the time of such investment. In addition, we may invest up to 30% of our portfolio in
opportunistic investments which will be intended to diversify or complement the remainder of our portfolio and to enhance our
returns to stockholders. These investments may include private equity investments, securities of public companies that are broadly
traded and securities of non-U.S. companies. We expect that these public companies generally will have debt securities that are
non-investment grade.

Our investments in foreign securities may involve significant risks in addition to the risks inherent in U.S. investments.

Our investment strategy contemplates that a portion of our investments may be in securities of foreign companies. Investing in
foreign companies may expose us to additional risks not typically associated with investing in U.S. companies. These risks include
changes in exchange control regulations, political and social instability, expropriation, imposition of foreign taxes, less liquid
markets and less available information than is generally the case in the United States, higher transaction costs, less government
supervision of exchanges,
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brokers and issuers, less developed bankruptcy laws, difficulty in enforcing contractual obligations, lack of uniform accounting and
auditing standards and greater price volatility.

Although it is anticipated that most of our investments will be denominated in U.S. dollars, our investments that are
denominated in a foreign currency will be subject to the risk that the value of a particular currency may change in relation to the
U.S. dollar. Among the factors that may affect currency values are trade balances, the level of short-term interest rates, differences
in relative values of similar assets in different currencies, long-term opportunities for investment and capital appreciation and
political developments. We may employ hedging techniques to minimize these risks, but we can offer no assurance that we will, in
fact, hedge currency risk or, that if we do, such strategies will be effective. As a result, a change in currency exchange rates may
adversely affect our profitability.

Hedging transactions may expose us to additional risks.

We may engage in currency or interest rate hedging transactions. If we engage in hedging transactions, we may expose
ourselves to risks associated with such transactions. We may utilize instruments such as forward contracts, currency options and
interest rate swaps, caps, collars and floors to seek to hedge against fluctuations in the relative values of our portfolio positions
from changes in currency exchange rates and market interest rates. Hedging against a decline in the values of our portfolio
positions does not eliminate the possibility of fluctuations in the values of such positions or prevent losses if the values of such
positions decline. However, such hedging can establish other positions designed to gain from those same developments, thereby
offsetting the decline in the value of such portfolio positions. Such hedging transaction may also limit the opportunity for gain if the
values of the underlying portfolio positions should increase. Moreover, it may not be possible to hedge against an exchange rate or
interest rate fluctuation that is so generally anticipated that we are not able to enter into a hedging transaction at an acceptable price.

While we may enter into transactions to seek to reduce currency exchange rate and interest rate risks, unanticipated changes in
currency exchange rates or interest rates may result in poorer overall investment performance than if we had not engaged in any
such hedging transactions. In addition, the degree of correlation between price movements of the instruments used in a hedging
strategy and price movements in the portfolio positions being hedged may vary. Moreover, for a variety of reasons, we may not
seek or be able to establish a perfect correlation between such hedging instruments and the portfolio holdings being hedged. Any
such imperfect correlation may prevent us from achieving the intended hedge and expose us to risk of loss. In addition, it may not
be possible to hedge fully or perfectly against currency fluctuations affecting the value of securities denominated in non-U.S.
currencies because the value of those securities is likely to fluctuate as a result of factors not related to currency fluctuations.

The disposition of our investments may result in contingent liabilities.

We currently expect that a significant portion of our investments will involve lending directly to private companies. In
connection 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 turn 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.

If we invest in the securities and obligations of distressed and bankrupt issuers, we might not receive interest or other payments.

We may invest in the securities and obligations of distressed and bankrupt issuers, including debt obligations that are in
covenant or payment default. Such investments generally are considered speculative. The repayment of defaulted obligations is
subject to significant uncertainties. Defaulted obligations might be repaid only after lengthy workout or bankruptcy proceedings,
during which the issuer of those obligations might not make any interest or other payments. We may not realize gains from our
equity investments.
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Risks Related to Our Operations as a BDC and a RIC

Regulations governing our operation as a BDC may limit our ability to, and the way in which we raise additional capital, which
could have a material adverse impact on our liquidity, financial condition and results of operations.

Our business requires a substantial amount of capital. We may acquire additional capital from the issuance of senior securities
(including debt and preferred stock), the issuance of additional shares of our common stock or from securitization transactions. We
also may issue, through our SBIC subsidiary, additional SBA-guaranteed debentures, subject to certain restrictions. For a discussion
of the requirements for issuing SBA-guaranteed debentures, see “Regulation — Small Business Investment Company Regulations.”
However, we may not be able to raise additional capital in the future on favorable terms or at all. Additionally, we may only issue
senior securities up to the maximum amount permitted by the 1940 Act. The 1940 Act permits us to issue senior securities only in
amounts such that our asset coverage, as defined in the 1940 Act, equals at least 200% after such issuance or incurrence. If our
assets decline in value and we fail to satisfy this test, we may be required to liquidate a portion of our investments and repay a
portion of our indebtedness at a time when such sales or repayment may be disadvantageous, which could have a material adverse
impact on our liquidity, financial condition and results of operations.

*  Senior Securities. As a result of issuing senior securities, we would also be exposed to typical risks associated with
leverage, including an increased risk of loss. If we issue preferred securities, such securities would rank “senior” to
common stock in our capital structure, resulting in preferred stockholders having separate voting rights and possibly rights,
preferences or privileges more favorable than those granted to holders of our common stock. Furthermore, the issuance of
preferred securities could have the effect of delaying, deferring or preventing a transaction or a change of control that might
involve a premium price for our common stockholders or otherwise be in your best interest.

» Additional Common Stock. Our board of directors may decide to issue common stock to finance our operations rather than
issuing debt or other senior securities. As a BDC, we are generally not able to issue our common stock at a price below
NAV without first obtaining required approvals from our stockholders and our independent directors. In any such case, the
price at which our securities are to be issued and sold may not be less than a price that, in the determination of our board of
directors, closely approximates the market value of such securities at the relevant time. We may also make rights offerings
to our stockholders at prices per share less than the NAV per share, subject to the requirements of the 1940 Act. If we raise
additional funds by issuing more common stock or senior securities convertible into, or exchangeable for, our common
stock, the percentage ownership of our stockholders at that time would decrease, and such stockholders may experience
dilution.

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

Changes in the laws or regulations or the interpretations of the laws and regulations that govern BDCs, RICs or non-depository
commercial lenders could significantly affect our operations and our cost of doing business. We are subject to federal, state and
local laws and regulations and are subject to judicial and administrative decisions that affect our operations, including our loan
originations, maximum interest rates, fees and other charges, disclosures to portfolio companies, the terms of secured transactions,
collection and foreclosure procedures and other trade practices. If these laws, regulations or decisions change, or if we expand our
business into jurisdictions that have adopted more stringent requirements than those in which we currently conduct business, we
may have to incur significant expenses in order to comply, or we might have to restrict our operations. In addition, if we do not
comply with applicable laws, regulations and decisions, we may lose licenses needed for the conduct of our business and may be
subject to civil fines and criminal penalties. In addition, any change to the SBA’s current debenture SBIC program could have a
significant impact on our ability to obtain lower-cost leverage, through our SBIC subsidiary, and therefore, our ability to compete
with other finance companies.
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If we do not invest a sufficient portion of our assets in qualifying assets, we could fail to qualify as a BDC, which would have a
material adverse effect on our business, financial condition and results of operations.

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”. Our intent is that a substantial portion of the
investments that we acquire will constitute qualifying assets. However, we may be precluded from investing in what we believe are
attractive investments if such investments are not qualifying assets for purposes of the 1940 Act. If we do not invest a sufficient
portion of our assets in qualifying assets, we could be found to be in violation of the 1940 Act provisions applicable to BDCs and
possibly lose our status as a BDC, which would have a material adverse effect on our business, financial condition and results of
operations.

We will become subject to corporate-level U.S. federal income tax if we are unable to maintain our qualification as a requlated
investment company under Subchapter M of the Code.

We have elected and timely qualified to be treated as a RIC under Subchapter M of the Code and intend to maintain such
qualification for succeeding tax years. No assurance can be given that we will be able to qualify for and maintain our RIC status. To
obtain and maintain RIC tax treatment under the Code, we must meet the following annual distribution, income source and asset
diversification requirements.

*  The distribution requirement for a RIC is satisfied if we distribute to our stockholders at least 90% of our net ordinary
income and realized net short-term capital gains in excess of realized net long-term capital losses, if any. Because we may
use debt financing, we are subject to certain asset coverage ratio requirements under the 1940 Act and financial covenants
under loan and credit agreements that could, under certain circumstances, restrict us from making distributions necessary to
satisfy the distribution requirement. If we are unable to obtain cash from other sources, we could fail to qualify for RIC tax
treatment and thus become subject to corporate-level U.S. federal income tax.

*  The income source requirement is satisfied if we obtain at least 90% of our income for each fiscal year from dividends,
interest, gains from the sale of stock or securities or similar sources.

*  The asset diversification requirement is satisfied if we meet certain asset diversification requirements at the end of each
quarter of our taxable year. Failure to meet those requirements may result in our having to dispose of certain investments
quickly in order to prevent the loss of RIC status. Because most of our investments 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 losses.

If we fail to qualify for RIC tax treatment for any reason and remain or become subject to corporate income tax, the resulting
corporate taxes could substantially reduce our net assets, the amount of income available for distribution and the amount of our
distributions. Such a failure would have a material adverse effect on our results of operations and financial conditions, and thus, our
stockholders.

Risks Relating to an Investment in Our Securities

Investing in our securities may involve an above average degree of risk.

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 securities may not be suitable for someone with lower risk tolerance.

Shares of closed-end investment companies, including business development companies, may, at times, trade at a discount to
their net asset value.

Shares of closed-end investment companies, including business development companies, may, at times, trade at a discount from
net asset value. This characteristic of closed-end investment companies and business development companies is separate and
distinct from the risk that our net asset value per share may decline. We cannot predict whether our common stock will trade at,
above or below net asset value.
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The market price of our common stock may fluctuate significantly.

The market price and liquidity of the market for shares of our common stock may be significantly affected by numerous factors,
some of which are beyond our control and may not be directly related to our operating performance. These factors include:

+ significant volatility in the market price and trading volume of securities of business development companies or other
companies in our sector, which are not necessarily related to the operating performance of the companies;

+  changes in regulatory policies, accounting pronouncements or tax guidelines, particularly with respect to BDCs, SBICs or
RICs;

* loss of our qualification as a RIC or BDC or our SBIC subsidiary’s status as an SBIC;

» changes in earnings or variations in operating results;

»  changes in the value of our portfolio of investments;

» changes in accounting guidelines governing valuation of our investments;

+ any shortfall in revenue or net income or any increase in losses from levels expected by investors or securities analysts;
*  departure of MCC Advisors’ or any of its affiliates’ key personnel;

+  operating performance of companies comparable to us;

*  general economic trends and other external factors; and

* loss of a major funding source.

Sales of substantial amounts of our common stock in the public market may have an adverse effect on the market price of our
common stock.

Sales of substantial amounts of our common stock, or the availability of such common stock for sale, could adversely affect the
prevailing market prices for our common stock. If this occurs and continues, it could impair our ability to raise additional capital
through the sale of securities should we desire to do so.

Certain provisions of the Delaware General Corporation Law and our certificate of incorporation and bylaws could deter
takeover attempts and have an adverse impact on the price of our common stock.

The Delaware General Corporation Law, our certificate of incorporation and our bylaws contain provisions that may have the
effect of discouraging a third party from making an acquisition proposal for us. These anti-takeover provisions may inhibit a
change in control in circumstances that could give the holders of our common stock the opportunity to realize a premium over the
market price of our common stock.

The net asset value per share of our common stock may be diluted if we sell shares of our common stock in one or more
offerings at prices below the then current net asset value per share of our common stock or securities to subscribe for or
convertible into shares of our common stock.

While we currently do not have the requisite stockholder approval to sell shares of our common stock at a price or prices below
our then current net asset value per share, we may seek such approval in the future. In addition, at our 2012 Annual Meeting of
Stockholders, we received approval from our stockholders to authorize the Company, with the approval of our board of directors, to
issue securities to, subscribe to, convert to, or purchase shares of the Company’s common stock in one or more offerings, subject to
certain conditions as set forth in the proxy statement. Such authorization has no expiration.

Any decision to sell shares of our common stock below its then current net asset value per share or issue securities to subscribe
for or convertible into shares of our common stock would be subject to the determination by our board of directors that such
issuance is in our and our stockholders’ best interests.

If we were to sell shares of our common stock below its then current net asset value per share, such sales would result in an
immediate dilution to the net asset value per share of our common stock. This dilution
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would occur as a result of the sale of shares at a price below the then current net asset value per share of our common stock and a
proportionately greater decrease in the stockholders’ interest in our earnings and assets and their voting interest in us than the
increase in our assets resulting from such issuance. Because the number of shares of common stock that could be so issued and the
timing of any issuance is not currently known, the actual dilutive effect cannot be predicted.

If we issue warrants or securities to subscribe for or convertible into shares of our common stock, subject to certain limitations,
the exercise or conversion price per share could be less than net asset value per share at the time of exercise or conversion
(including through the operation of anti-dilution protections). Because we would incur expenses in connection with any issuance of
such securities, such issuance could result in a dilution of the net asset value per share at the time of exercise or conversion. This
dilution would include reduction in net asset value per share as a result of the proportionately greater decrease in the stockholders’
interest in our earnings and assets and their voting interest than the increase in our assets resulting from such issuance.

Further, if our current stockholders do not purchase any shares to maintain their percentage interest, regardless of whether such
offering is above or below the then current net asset value per share, their voting power will be diluted. For example, if we sell an
additional 10% of our shares of common stock at a 5% discount from net asset value, a stockholder who does not participate in that
offering for its proportionate interest will suffer net asset value dilution of up to 0.5% or $5 per $1000 of net asset value.

The Notes are unsecured and therefore are effectively subordinated to any secured indebtedness we have currently incurred or
may incur in the future.

The Notes are not secured by any of our assets or any of the assets of our subsidiaries. As a result, the Notes are effectively
subordinated to any secured indebtedness we or our subsidiaries have currently incurred and may incur in the future (or any
indebtedness that is initially unsecured to which we subsequently grant security) to the extent of the value of the assets securing
such indebtedness. In any liquidation, dissolution, bankruptcy or other similar proceeding, the holders of any of our existing or
future secured indebtedness and the secured indebtedness of our subsidiaries may assert rights against the assets pledged to secure
that indebtedness in order to receive full payment of their indebtedness before the assets may be used to pay other creditors,
including the holders of the Notes. As of September 30, 2014, there was $171.5 million outstanding under our Term Loan Facility,
$146.5 million outstanding under our Revolving Facility and $100.0 million SBA-guaranteed debentures outstanding. The
indebtedness under the Facilities and the SBA-guaranteed debentures are effectively senior to the Notes to the extent of the value of
the assets securing such indebtedness.

The Notes are structurally subordinated to the indebtedness and other liabilities of our subsidiaries.

The Notes are obligations exclusively of Medley Capital Corporation and not of any of our subsidiaries. None of our
subsidiaries is a guarantor of the Notes and the Notes are not required to be guaranteed by any subsidiary we may acquire or create
in the future. Any assets of our subsidiaries will not be directly available to satisfy the claims of our creditors, including holders of
the Notes. Except to the extent we are a creditor with recognized claims against our subsidiaries, all claims of creditors of our
subsidiaries will have priority over our equity interests in such subsidiaries (and therefore the claims of our creditors, including
holders of the Notes) with respect to the assets of such subsidiaries. Even if we are recognized as a creditor of one or more of our
subsidiaries, our claims would still be effectively subordinated to any security interests in the assets of any such subsidiary and to
any indebtedness or other liabilities of any such subsidiary senior to our claims. Consequently, the Notes will be structurally
subordinated to all indebtedness and other liabilities of any of our subsidiaries and any subsidiaries that we may in the future
acquire or establish. Although our subsidiaries currently do not have any indebtedness outstanding, they may incur substantial
indebtedness in the future, all of which would be structurally senior to the Notes.
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The indenture under which the Notes were issued contains limited protection for holders of the Notes.

The indenture under which the Notes were issued offers limited protection to holders of the Notes. The terms of the indenture
and the Notes do not restrict our or any of our subsidiaries’ ability to engage in, or otherwise be a party to, a variety of corporate
transactions, circumstances or events that could have an adverse impact on your investment in the Notes. In particular, the terms of
the indenture and the Notes place no restrictions on our or our subsidiaries’ ability to:

»  issue securities or otherwise incur additional indebtedness or other obligations, including (1) any indebtedness or other
obligations that would be equal in right of payment to the Notes, (2) any indebtedness or other obligations that would be
secured and therefore rank effectively senior in right of payment to the Notes to the extent of the values of the assets
securing such debt, (3) indebtedness of ours that is guaranteed by one or more of our subsidiaries and which therefore is
structurally senior to the Notes and (4) securities, indebtedness or obligations issued or incurred by our subsidiaries that
would be senior to our equity interests in our subsidiaries and therefore rank structurally senior to the Notes with respect to
the assets of our subsidiaries, in each case other than an incurrence of indebtedness or other obligation that would cause a
violation of Section 18(a)(1)(A) as modified by Section 61(a)(1) of the 1940 Act or any successor provisions. These
provisions generally prohibit us from making additional borrowings, including through the issuance of additional debt or
the sale of additional debt securities, unless our asset coverage, as defined in the 1940 Act, equals at least 200% after such
borrowings;

»  pay dividends on, or purchase or redeem or make any payments in respect of, capital stock or other securities ranking junior
in right of payment to the Notes, in each case other than dividends, purchases, redemptions or payments that would cause a
violation of Section 18(a)(1)(B) as modified by Section 61(a)(1) of the 1940 Act or any successor provisions. These
provisions generally prohibit us from declaring any cash dividend or distribution upon any class of our capital stock, or
purchasing any such capital stock if our asset coverage, as defined in the 1940 Act, is below 200% at the time of the
declaration of the dividend or distribution or the purchase and after deducting the amount of such dividend, distribution or
purchase;

» sell assets (other than certain limited restrictions on our ability to consolidate, merge or sell all or substantially all of our
assets);

+  enter into transactions with affiliates;

»  create liens (including liens on the shares of our subsidiaries) or enter into sale and leaseback transactions;
* make investments; or

»  create restrictions on the payment of dividends or other amounts to us from our subsidiaries.

In addition, the indenture does not require us to offer to purchase the Notes in connection with a change of control or any other
event.

Furthermore, the terms of the indenture and the Notes generally do not protect holders of the Notes in the event that we
experience changes (including significant adverse changes) in our financial condition, results of operations or credit ratings, as they
do not require that we or our subsidiaries adhere to any financial tests or ratios or specified levels of net worth, revenues, income,
cash flow, or liquidity other than as described under the indenture. Any changes, while unlikely, to the financial tests in the 1940
Act could affect the terms of the Notes.

Our ability to recapitalize, incur additional debt and take a number of other actions that are not limited by the terms of the Notes
may have important consequences for you as a holder of the Notes, including making it more difficult for us to satisfy our
obligations with respect to the Notes or negatively affecting the trading value of the Notes. Other debt we issue or incur in the
future could contain more protections for its holders than the indenture and the Notes, including additional covenants and events of
default. For example, the indenture under which the Notes will be issued does not contain cross-default provisions that are
contained
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in the Facilities. The issuance or incurrence of any such debt with incremental protections could affect the market for and trading
levels and prices of the Notes.

An active trading market for the Notes may not develop or be sustained, which could limit the market price of the Notes or your
ability to sell them.

Although the Notes are listed on the NYSE under the symbols “MCQ,” in the case of the 2019 Notes, and “MCV,” in the case
of the 2023 Notes, we cannot provide any assurances that an active trading market will develop or be sustained for the Notes or that
you will be able to sell your Notes. At various times, the Notes may trade at a discount from their initial offering price depending
on prevailing interest rates, the market for similar securities, our credit ratings, general economic conditions, our financial
condition, performance and prospects and other factors. To the extent an active trading market is not sustained, the liquidity and
trading price for the Notes may be harmed.

If we default on our obligations to pay our other indebtedness, we may not be able to make payments on the Notes.

Any default under the agreements governing our indebtedness, including a default under the Facilities or other indebtedness to
which we may be a party that is not waived by the required lenders, and the remedies sought by the holders of such indebtedness
could make us unable to pay principal, premium, if any, and interest on the Notes and substantially decrease the market value of the
Notes. If we are unable to generate sufficient cash flow and are otherwise unable to obtain funds necessary to meet required
payments of principal, premium, if any, and interest on our indebtedness, or if we otherwise fail to comply with the various
covenants, including financial and operating covenants, in the instruments governing our indebtedness (including the Facilities), we
could be in default under the terms of the agreements governing such indebtedness. In the event of such default, the holders of such
indebtedness could elect to declare all the funds borrowed thereunder to be due and payable, together with accrued and unpaid
interest, the lenders under the Facilities or other debt we may incur in the future could elect to terminate their commitments, cease
making further loans and institute foreclosure proceedings against our assets, and we could be forced into bankruptcy or
liquidation. If our operating performance declines, we may in the future need to seek to obtain waivers from the required lenders
under the Facilities or other debt that we may incur in the future to avoid being in default. If we breach our covenants under the
Facilities or other debt and seek a waiver, we may not be able to obtain a waiver from the required lenders. If this occurs, we would
be in default under the Facilities or other debt, the lenders could exercise their rights as described above, and we could be forced
into bankruptcy or liquidation. If we are unable to repay debt, lenders having secured obligations could proceed against the
collateral securing the debt. Because the Facilities have, and any future credit facilities will likely have, customary cross-default
provisions, if the indebtedness under the Notes, the Facilities or under any future credit facility is accelerated, we may be unable to
repay or finance the amounts due.

If we issue preferred stock, the net asset value and market value of our common stock may become more volatile.

If we issue preferred stock, we cannot assure you that such issuance would result in a higher yield or return to the holders of our
common stock. The issuance of preferred stock would likely cause the net asset value and market value of our common stock to
become more volatile. If the dividend rate on the preferred stock were to approach the net rate of return on our investment portfolio,
the benefit of leverage to the holders of our common stock would be reduced. If the dividend rate on the preferred stock were to
exceed the net rate of return on our portfolio, the leverage would result in a lower rate of return to the holders of our common stock
than if we had not issued preferred stock. Any decline in the net asset value of our investments would be borne entirely by the
holders of our common stock. Therefore, if the market value of our portfolio were to decline, the leverage would result in a greater
decrease in net asset value to the holders of our common stock than if we were not leveraged through the issuance of preferred
stock. This greater net asset value decrease would also tend to cause a greater decline in the market price for our common stock. We
might be in danger of failing to maintain the required asset coverage of the preferred stock or of losing our ratings on the preferred
stock or, in an extreme case, our current investment income might not be sufficient to meet the dividend requirements on the
preferred stock. In order to counteract such an event, we might need to
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liquidate investments in order to fund a redemption of some or all of the preferred stock. In addition, we would pay (and the holders
of our common stock would bear) all costs and expenses relating to the issuance and ongoing maintenance of the preferred stock,
including higher advisory fees if our total return exceeds the dividend rate on the preferred stock. Holders of preferred stock may
have different interests than holders of our common stock and may at times have disproportionate influence over our affairs.

Holders of any preferred stock we might issue would have the right to elect members of the board of directors and class voting
rights on certain matters.

Holders of any preferred stock we might issue, voting separately as a single class, would have the right to elect two members of
the board of directors at all times and in the event dividends become two full years in arrears, would have the right to elect a
majority of our directors until such arrearage is completely eliminated. In addition, preferred stockholders would have class voting
rights on certain matters, including changes in fundamental investment restrictions and conversion to open-end status, and
accordingly would be able to veto any such changes. Restrictions imposed on the declarations and payment of dividends or other
distributions to the holders of our common stock and preferred stock, both by the 1940 Act and by requirements imposed by rating
agencies or the terms of our credit facilities, might impair our ability to maintain our qualification as a RIC for U.S.federal income
tax purposes. While we would intend to redeem our preferred stock to the extent necessary to enable us to distribute our income as
required to maintain our qualification as a RIC, there can be no assurance that such actions could be effected in time to meet the tax
requirements.

33



TABLE OF CONTENTS

FORWARD-LOOKING STATEMENTS

Some of the statements in this prospectus constitute forward-looking statements, which relate to future events or our
performance or financial condition. In addition to factors previously identified elsewhere in this prospectus, including the “Risks”
section of this prospectus, the following factors, among others, could cause actual results to differ materially from forward-looking
statements or historical performance:

+ the introduction, withdrawal, success and timing of business initiatives and strategies;

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

+ the relative and absolute investment performance and operations of our investment adviser;

+ the impact of increased competition;

+  the impact of future acquisitions and divestitures;

» our business prospects and the prospects of our portfolio companies;

+ limitations on entering into transactions with our affiliates in the absence of regulatory relief;

»  the impact of legislative and regulatory actions and reforms and regulatory, supervisory or enforcement actions of
government agencies relating to us or MCC Advisors;

*  our contractual arrangements and relationships with third parties;

+ any future financings by us;

+ the ability of MCC Advisors to attract and retain highly talented professionals;
+  fluctuations in foreign currency exchange rates;

+ the impact of changes to tax legislation and, generally, our tax position;

»  the unfavorable resolution of legal proceedings; and

»  the timing of cash flows, if any, from the operations of our portfolio companies.

This prospectus, and other statements that we may make, may contain forward-looking statements with respect to future
financial or business performance, strategies or expectations. Forward-looking statements are typically identified by words or

3 » o« » 3«

phrases such as “trend”, “opportunity”, “pipeline”, “believe”, “comfortable”, “expect”, “anticipate”, “current”, “intention”,

“estimate”, “position”, “assume”, “potential”, “outlook”, “continue”, “remain”, “maintain”, “sustain”, “seek”, “achieve” and
similar expressions, or future or conditional verbs such as “will”, “would”, “should”, “could”, “may” or similar expressions.

» ST

Forward-looking statements are subject to numerous assumptions, risks and uncertainties, which change over time. Forward-
looking statements speak only as of the date they are made, and we assume no duty to and do not undertake to update forward-
looking statements. These forward-looking statements do not meet the safe harbor for forward-looking statements pursuant to
Section 27A of the Securities Act. Actual results could differ materially from those anticipated in forward-looking statements and
future results could differ materially from historical performance.
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USE OF PROCEEDS

Unless otherwise specified in a prospectus supplement, we intend to use the net proceeds from the sale of our common stock or
other securities pursuant to this prospectus to provide debt financing to portfolio companies in accordance with our investment
objective and for general corporate purposes. We may also use the net proceeds from future offerings to repay outstanding
indebtedness under our Facilities. We anticipate that substantially all of the net proceeds from any offering of our securities will be
used for the above purposes within six to twelve months after the particular offering, depending on the availability of appropriate
investment opportunities consistent with our investment objective and market conditions. The management fee payable by us to our
investment adviser will not be reduced while our assets are invested in such securities. We cannot assure you that we will achieve
our targeted investment pace.

Pending investments in accordance with our investment objective and policies, we will invest the remaining net proceeds of this
offering primarily in cash, cash equivalents, U.S. government securities and other high-quality debt instruments that mature in one
year or less, or “temporary investments”, as appropriate. These securities may have lower yields than the types of investments we
would typically make in accordance with our investment objective and, accordingly, may result in lower distributions, if any, by us
during such period. See “Regulation — Temporary Investments” and “The Adviser — Investment Management Agreement.”

The supplement to this prospectus relating to an offering will more fully identify the use of the proceeds from such offering.
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PRICE RANGE OF COMMON STOCK AND DISTRIBUTIONS

Price Range

Our common stock began trading on January 20, 2011, and is currently traded on the NYSE under the symbol “MCC”. The
following table lists the high and low closing sale price for our common stock, the closing sale price as a percentage of net asset
value, or NAV, and quarterly dividends per share since shares of our common stock began being regularly quoted on the NYSE.

Premium/ Premium/
Closing Discount of High  Discount of Low
Sales Price Sales Price to Sales Price to Declared

Period Nav(D High Low NAV® NAV® Dividends®
Fiscal year ended September

30, 2011
Second quarter(*) $ 1248 $ 1218 $ 11.85 (2.40)% (5.05% $ 0.16
Third quarter $ 1255 $ 1224 $ 11.00 (2.47)% (12.35)%  $ 0.21
Fourth quarter $ 1257 $ 11.73 $ 9.65 (6.68)% (23.23)% $ 0.25
Fiscal year ended September

30, 2012
First Quarter $ 12,57 $ 10.56 $ 8.96 (15.99)% (28.72)% $ 0.28
Second Quarter $ 12,63 $ 11.86 $ 10.17 (6.10)% (19.48)% $ 0.31
Third Quarter $ 12.60 $ 12.04 $ 10.72 (4.44)% (14.92)% $ 0.36
Fourth Quarter $ 1252 $ 1436 $ 11.91 14.7% “4.87% $ 0.36
Fiscal year ended September

30, 2013
First Quarter $ 12,69 $ 14.62 $ 12.99 15.21% 2.36% $ 0.36
Second Quarter $ 12.73 $ 16.15 $ 14.46 26.87% 13.59% $ 0.36
Third Quarter $ 1265 $ 1565 $ 13.06 23.72% 3.24% $ 0.37
Fourth Quarter $ 1270 $ 1465 $ 13.04 15.35% 2.68% $ 0.37
Fiscal year ended September

30, 2014
First Quarter $ 12.68 $ 14.64 $ 13.38 15.46% 5.52% $ 0.37
Second Quarter $ 12,69 $ 14.72 $ 1341 16.00% 5.67% $ 0.37
Third Quarter $ 1265 $ 13.83 $ 12.30 9.33% 77% $ 0.37
Fourth Quarter $ 1243 $ 13.29 $ 11.78 6.92% (523)% $ 0.37
Fiscal year ending

September 30, 2015
First quarter * § 11.79 $ 8.84 * * $ 0.37
Second quarter (through

January 29, 2015) * $§ 949 $ 870 & & >

(1) NAV per share is determined as of the last day in the relevant quarter and therefore may not reflect the NAV per share on the
date of the high and low sales prices. The NAVs shown are based on outstanding shares at the end of each period.

(2) Calculated as of the respective high or low closing sales price divided by the quarter-end NAV.
(3) Represents the cash dividend declared for the specified quarter.

(4) From January 20, 2011 (IPO) to March 31, 2011.

* Not determinable as of the date hereof.

The last reported price for our common stock on January 29, 2015 was $8.70 per share. As of January 29, 2015, we had 13
stockholders of record.

Distributions

Our dividends, if any, are determined by the board of directors. We have elected and timely qualified to be treated as a RIC
under Subchapter M of the Code. To maintain RIC qualification, we must timely distribute at least 90% of our net ordinary income
and net short-term capital gains in excess of our net long-term capital
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losses, if any. We will be subject to a 4% nondeductible U.S. federal excise tax on our undistributed income unless we distribute in
a timely manner an amount at least equal to the sum of (1) 98% of our ordinary income for each calendar year, (2) 98.2% of our
capital gain net income (both long-term and short-term) for the one-year period ending October 31 in that calendar year and (3) any
income realized, but not distributed, in preceding years and on which we did not pay U.S. federal income tax.

The following table reflects the cash distributions, including dividends and returns of capital per share that we have declared on
our common stock since completion of our initial public offering.

Dividends Declared
Period Payment Dates Per Share
Fiscal year ended September 30, 2011
Second quarter(l) June 15, 2011 $ 0.16
Third quarter September 15,2011  $ 0.21
Fourth quarter December 30,2011  $ 0.25
Total $ 0.62
Fiscal year ended September 30, 2012
First quarter March 15, 2012 $ 0.28
Second quarter June 15, 2012 $ 0.31
Third quarter September 14, 2012 $ 0.36
Fourth quarter December 14, 2012  $ 0.36
Total $ 1.31
Fiscal year ended September 30, 2013
First quarter March 15, 2013 $ 0.36
Second quarter June 14, 2013 $ 0.36
Third quarter September 13,2013 $ 0.37
Fourth quarter December 13,2013  $ 0.37
Total $ 1.46
Fiscal year ended September 30, 2014
First Quarter March 14, 2014 $ 0.37
Second Quarter June 13, 2014 $ 0.37
Third Quarter September 12,2014  $ 0.37
Fourth Quarter December 12, 2014 $ 0.37
$ 1.48

(1) From January 20, 2011 (IPO) to March 31, 2011.

We have adopted a dividend reinvestment plan that provides for reinvestment of our dividends and other distributions on behalf
of our stockholders, unless a stockholder elects to receive cash as provided below. As a result, if our board of directors authorizes,
and we declare, a cash dividend or other distribution, then our stockholders who have not “opted out” of our dividend reinvestment
plan will have their cash distribution automatically reinvested in additional shares of our common stock, rather than receiving the
cash distribution. See “Dividend Reinvestment Plan”.
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SELECTED FINANCIAL AND OTHER DATA

We have derived the selected financial data below from our audited consolidated financial statements for the fiscal years ended
September 30, 2014, 2013, 2012 and 2011, which have been audited by Ernst & Young LLP, our independent registered public
accounting firm. Historical financial data is not necessarily indicative of our future results of operations or financial position.

As of September 30, 2010, the Company (including its predecessors) had not yet commenced operations. The following
selected financial data should be read together with our financial statements and the related notes and the discussion under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this prospectus.

For the years ended September 30

2014 2013 2012 2011

Statement of Operations data:
(% in thousands)
Total investment income $ 139,390 $ 88,991 $ 44,520 $ 14,569
Base management fee, net 17,684 10,918 5,480 1,610
Incentive fee 18,667 11,600 5,886 714
All other expenses 28,371 20,074 9,644 2,616
Net investment income 74,668 46,399 23,510 9,629
Unrealized appreciation/(depreciation) on

investments (21,274) (7,242) (1,062) (150)
Provision for taxes on unrealized gain/(loss) on

investments (1,592) — — —
Realized gain/(loss) on investments 356 261 (44) 55
Net increase in net assets resulting from

operations 52,158 39,418 22,404 9,534
Per share data:
Net asset value per common share at year end $ 1243 $ 12.70 $ 12.52 $ 1257
Market price at year end 11.81 13.79 14.07 10.08
Net investment income 1.58 1.53 1.31 0.56
Net realized and unrealized loss on investments (0.45) (0.23) (0.06) (0.01)
Provision for taxes on unrealized gain/(loss) on

investments (0.03) — — —
Net increase in net assets resulting from

operations 1.10 1.30 1.25 0.55
Dividends paid 1.48 1.45 1.20 0.37
Balance Sheet data at year end:
(% in thousands)
Total investments at fair value $1,245,538 $749,237 $401,949 $ 199,206
Cash and cash equivalents 36,731 8,558 4,894 17,202
Other assets 41,877 18,598 8,928 3,721
Total assets 1,324,146 776,393 415,771 220,129
Total liabilities 594,289 266,559 126,432 2,476
Total net assets 729,857 509,834 289,339 217,653
Other data:
Weighted average annual yield on debt

investments(") 12.6% 13.8% 14.3% 14.5%
Number of investments at year end 79 57 38 18

(1) The weighted average yield is based upon original cost on our debt investments.
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RATIOS OF EARNINGS TO FIXED CHARGES

The following table contains our ratio of earnings to fixed charges for the periods indicated, computed as set forth below. You
should read these ratios of earnings to fixed charges in connection with our consolidated financial statements, including the notes to
those statements, included in this prospectus. Although our earnings have generally increased in recent periods, our ratio of

earnings to fixed charges has decreased due to greater levels of borrowing.

For the Year For the Year For The Year For The Year

Ended Ended Ended Ended
September 30,  September 30,  September 30, September 30,
2014 2013 2012 2011
Earnings to Fixed Charges() 3.59 3.93 5.48 59.47

For purposes of computing the ratios of earnings to fixed charges, earnings represent net increase in net assets resulting from
operations plus (or minus) income tax expense (benefit) including excise tax expense plus fixed charges. Fixed charges include

interest and credit facility fees expense and amortization of debt issuance costs.

(1) Earnings include net realized and unrealized gains or losses. Net realized and unrealized gains or losses can vary substantially

from period to period.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with our financial statements and related notes and other
financial information appearing elsewhere in this prospectus as well as the important factors set forth under “Risks” and
“Forward-Looking Statements.”

5« » «
f]

Except as otherwise specified, references to “we,” “us,” “our,” or the “Company,” refer to Medley Capital Corporation.

Formation Transaction

Prior to the pricing of our initial public offering, MOF LP and MOF LTD transferred all of their respective interests in six loan
participations in secured loans to middle market companies with a combined fair value, plus payment-in-kind interest and accrued
interest thereon, of approximately $84.95 million (the “Loan Assets”) to MOF I BDC in exchange for membership interests in
MOF I BDC. As a result, MOF LTD owned approximately 90% of the outstanding MOF I BDC membership interests and MOF LP
owned approximately 10% of the outstanding MOF I BDC membership interests. On January 18, 2011, each of MOF LTD and
MOF LP contributed their respective MOF I BDC membership interests to Medley Capital BDC LLC in exchange for Medley
Capital BDC LLC membership interests. As a result, MOF I BDC became a wholly-owned subsidiary of Medley Capital BDC
LLC.

On January 18, 2011, Medley Capital BDC LLC, a Delaware limited liability company converted into Medley Capital
Corporation, a Delaware corporation. As a result, MOF LTD and MOF LP’s LLC membership interests were exchanged for
5,759,356 shares of the Company’s common stock at $14.75 per share. On January 20, 2011, Medley Capital Corporation filed an
election to be regulated as a BDC under the 1940 Act.

On January 20, 2011, we priced our initial public offering and sold 11,111,112 shares of our common stock at $12.00 per share.
On February 24, 2011, an additional 450,000 shares of our common stock were issued at a price of $12.00 per share pursuant to the
partial exercise of the underwriters’ over-allotment option. Net of underwriting fees and estimated offering costs, we raised a total
of approximately $129.6 million. Our shares began trading on January 20, 2011 on the NYSE under the symbol “MCC.”

Overview

We are an externally-managed, non-diversified closed-end management investment company that filed an election to be
regulated as a BDC under the 1940 Act. In addition, we have elected and timely qualified to be treated for U.S. federal income tax
purposes as a RIC under subchapter M of the Code.

We commenced operations and completed our initial public offering on January 20, 2011. Our investment activities are
managed by our investment adviser, MCC Advisors, which is an investment adviser registered under the Investment Advisers Act
of 1940, as amended, and supervised by our board of directors, of which a majority of the members are independent of us.

Our investment objective is to generate current income and capital appreciation by lending to privately held middle market
companies, primarily through directly originated transactions, to help these companies expand their businesses, refinance and make
acquisitions. Our investment portfolio generally consists of senior secured first lien term loans and senior secured second lien term
loans. In connection with many of our investments, we receive warrants or other equity participation features, which we believe
will increase the total investment returns.

As a BDC, we are required to comply with certain regulatory requirements. For instance, we generally have to invest at least
70% of our total assets in “qualifying assets,” including securities of private or thinly traded public U.S. companies, cash, cash
equivalents, U.S. government securities and high-quality debt investments that mature in one year or less. In addition, we are only
allowed to borrow money such that our asset coverage, as defined in the 1940 Act, equals at least 200% after such borrowing, with
certain limited exceptions. To maintain our RIC status, we must meet specified source-of-income and asset diversification
requirements. To maintain our RIC tax treatment under subchapter M for U.S. federal income tax purposes, we must timely
distribute at least 90% of our net ordinary income and realized net short-term capital gains in excess of realized net long-term
capital losses, if any, for the taxable year.
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Revenues

We generate revenue in the form of interest income on the debt that we hold and capital gains, if any, on warrants or other
equity interests that we may acquire in portfolio companies. We invest our assets primarily in privately held companies with
enterprise or asset values between $25 million and $250 million and focus on investment sizes of $10 million to $50 million. We
believe that pursuing opportunities of this size offers several benefits including reduced competition, a larger investment
opportunity set and the ability to minimize the impact of financial intermediaries. We expect our debt investments to bear interest at
either a fixed or floating rate. Interest on debt will be payable generally either monthly or quarterly. In some cases our debt
investments may provide for a portion of the interest to be PIK. To the extent interest is PIK, it will be payable through the increase
of the principal amount of the obligation by the amount of interest due on the then-outstanding aggregate principal amount of such
obligation. The principal amount of the debt and any accrued but unpaid interest will generally become due at the maturity date. In
addition, we may generate revenue in the form of commitment, origination, structuring or diligence fees, fees for providing
managerial assistance or investment management services and possibly consulting fees. Any such fees will be generated in
connection with our investments and recognized as earned.

Expenses

Our primary operating expenses include the payment of management and incentive fees pursuant to the investment management
agreement we have with MCC Advisors and overhead expenses, including our allocable portion of our administrator’s overhead
under the administration agreement. Our management and incentive fees compensate MCC Advisors for its work in identifying,
evaluating, negotiating, closing and monitoring our investments. We bear all other costs and expenses of our operations and
transactions, including those relating to:

*  our organization and continued corporate existence;
» calculating our NAV (including the cost and expenses of any independent valuation firms);

»  expenses incurred by MCC Advisors payable to third parties, including agents, consultants or other advisers, in monitoring
our financial and legal affairs and in monitoring our investments and performing due diligence on our prospective portfolio
companies;

» interest payable on debt, if any, incurred to finance our investments;

» the costs of all offerings of common stock and other securities, if any;

»  the base management fee and any incentive fee;

+  distributions on our shares;

» administration fees payable under our administration agreement;

+ the allocated costs incurred by MCC Advisors in providing managerial assistance to those portfolio companies that request
it;

* amounts payable to third parties relating to, or associated with, making investments;

+ transfer agent and custodial fees;

* registration fees and listing fees;

e U.S. federal, state and local taxes;

» independent director fees and expenses;

*  costs of preparing and filing reports or other documents with the SEC or other regulators;

» the costs of any reports, proxy statements or other notices to our stockholders, including printing costs;

+ our fidelity bond;

» directors and officers/errors and omissions liability insurance, and any other insurance premiums;
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* indemnification payments;
+ direct costs and expenses of administration, including audit and legal costs; and

+ all other expenses reasonably incurred by us or MCC Advisors in connection with administering our business, such as the
allocable portion of overhead under our administration agreement, including rent and other allocable portions of the cost of
certain of our officers and their respective staffs (including travel expenses).

Portfolio and Investment Activity

As of September 30, 2014, our portfolio consisted of investments in 79 portfolio companies with a fair value of approximately
$1,245.5 million. During the year ended September 30, 2014, we invested $751.0 million in 43 new portfolio companies and $83.1
million in 10 existing portfolio companies, and we had $329.4 million in aggregate amount of exits and repayments, resulting in net
investments of $504.7 million for the year.

As of September 30, 2013, our portfolio consisted of investments in 57 portfolio companies with a fair value of approximately
$749.2 million. During the year ended September 30, 2013, we invested $420.9 million in 32 new portfolio companies and $62.2
million in 14 existing portfolio companies, and we had $139.8 million in aggregate amount of exits and repayments, resulting in net
investments of $343.3 million for the year.

As of September 30, 2014, our average portfolio company investment and our largest portfolio company investment at
amortized cost and fair value was approximately $16.1 million and $15.8 million, and $40.0 million and $40.0 million,
respectively.

As of September 30, 2013, our average portfolio company investment and our largest portfolio company investment at
amortized cost and fair value was approximately $13.3 million and $13.1 million, and $25.5 million and $25.3 million,
respectively.

The following table summarizes the amortized cost and the fair value of investments as of September 30, 2014 (dollars in
thousands):

Investments at Investments at

Amortized Cost  Percentage Fair Value Percentage
Senior Secured First Lien Term Loans $ 776,904 60.9% $ 747,740 60.0%
Senior Secured Second Lien Term Loans 359,835 28.2 359,209 28.8
Senior Secured Notes 60,482 4.8 56,121 4.5
Unsecured Debt 38,185 3.0 38,186 3.1
Equity/Warrants 39,859 3.1 44,282 3.6
Total $ 1,275,265 100.0% $ 1,245,538 100.0%

The following table summarizes the amortized cost and the fair value of investments as of September 30, 2013 (dollars in
thousands):

Investments at Investments at

Amortized Cost Percentage Fair Value Percentage
Senior Secured First Lien Term Loans $ 418,109 55.2% $ 408,802 54.5%
Senior Secured Second Lien Term Loans 253,210 334 251,963 33.6
Senior Secured Notes 84,125 11.1 85,262 114
Unsecured Debt 255 0.1 255 0.1
Equity/Warrants 1,991 0.2 2,955 0.4
Total $ 757,690 100.0% $ 749,237 100.0%

As of September 30, 2014, the weighted average loan to value ratio (“LTV”) of our portfolio investments based upon fair
market value was approximately 57.4%. We believe that the LTV ratio for a portfolio investment is a useful indicator of the
riskiness of the portfolio investment, or its likelihood of default. As part of our investment strategy, we seek to structure
transactions with downside protection and
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seek LTVs of lower than 65%. We regularly evaluate the LTV of our portfolio investments and believe that LTV is a useful
indicator for management.

As of September 30, 2014, our income-bearing investment portfolio, which represented nearly 95.2% of our total portfolio, had
a weighted average yield based upon cost of our portfolio investments of approximately 12.6%, and 74.0% of our income-bearing
investment portfolio bore interest based on floating rates, such as LIBOR, and 26.0% bore interest at fixed rates.

MCC Advisors regularly assesses the risk profile of each of our investments and rates each of them based on the following
categories, which we refer to as MCC Advisors’ investment credit rating:

Credit Rating Definition
1 Investments that are performing above expectations.
2 Investments that are performing within expectations, with risks that are neutral or favorable

compared to risks at the time of origination.
All new loans are rated 2’.

3 Investments that are performing below expectations and that require closer monitoring, but where
no loss of interest, dividend or principal is expected.
Companies rated ‘3’ may be out of compliance with financial covenants, however, loan payments
are generally not past due.

4 Investments that are performing below expectations and for which risk has increased materially
since origination.
Some loss of interest or dividend is expected but no loss of principal.
In addition to the borrower being generally out of compliance with debt covenants, loan payments
may be past due (but generally not more than 180 days past due).

5 Investments that are performing substantially below expectations and whose risks have increased
substantially since origination.
Most or all of the debt covenants are out of compliance and payments are substantially delinquent.
Some loss of principal is expected.

The following table shows the distribution of our investments on the 1 to 5 investment performance rating scale at fair value as
of September 30, 2014 (dollars in thousands):

Investments at

Investment Performance Rating Fair Value Percentage
1 $ 64,873 5.2%
2 1,121,981 90.1
3 18,347 1.5
4 — _
5 40,337 3.2%
Total $ 1,245,538 100.0%

The following table shows the distribution of our investments on the 1 to 5 investment performance rating scale at fair value as
of September 30, 2013 (dollars in thousands):

Investments at

Investment Performance Rating Fair Value Percentage
1 $ 37,618 5.0%
2 650,130 86.8
3 49,396 6.6
4 8,003 1.1
5 4,090 0.5
Total $ 749,237 100.0%
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Results of Operations

Operating results for the years ended September 30, 2014, 2013 and 2012 are as follows (dollars in thousands):

For the years ended September 30

2014 2013 2012

Total investment income $ 139,390 $ 88,991 $ 44,520
Total expenses, net 64,722 42,592 20,974
Net investment income before excise taxes 74,668 46,399 23,546
Income tax provision and excise tax expense — — (36)
Net investment income 74,668 46,399 23,510
Net realized gains (losses) 356 261 44)
Net unrealized gains (losses) (21,274) (7,242) (1,062)
Provision for deferred taxes on unrealized gains/(loss) on

investments (1,592) — —
Net increase in net assets resulting from operations $ 52,158 $ 39,418 $ 22,404
Investment Income

For the year ended September 30, 2014, investment income totaled $139.4 million, of which $110.3 million was attributable to
portfolio interest and $29.1 million to other fee income. For the year ended September 30, 2013, investment income totaled $89.0
million, of which $73.2 million was attributable to portfolio interest and $15.8 million to other fee income. For the year ended
September 30, 2012, investment income totaled $44.5 million, of which $38.3 million was attributable to portfolio interest and $6.2
million to other fee income.

Operating Expenses

Operating expenses for the years ended September 30, 2014, 2013 and 2012 are as follows (dollars in thousands):

For the years ended September 30

2014 2013 2012
Base management fees $ 17684 $ 10918 $ 5,521
Incentive fees 18,667 11,600 5,886
Interest and financing expenses 20,133 13,448 5,011
Administrator expenses 3,353 2,475 1,540
Professional fees 2,251 1,846 1,600
Directors fees 551 461 481
Insurance 570 377 465
General and administrative 1,513 1,316 511
Organizational expense — 151 —
Expenses before management fee waiver() $ 64,722 $ 42592 $ 21,015

(1) For the years ended September 30, 2014 and 2013, there was no waiver of management fees.

For the year ended September 30, 2014, total operating expenses before manager expense waiver and reimbursement increased
by $22.1 million, or 51.9%, compared to the year ended September 30, 2013.

For the year ended September 30, 2013, total operating expenses before manager expense waiver and reimbursement increased
by $21.6 million, or 102.7%, compared to the year ended September 30, 2012.

Interest and financing expenses were higher in the year ended September 30, 2014 than the year ended September 30, 2013 as a
result of increase in commitment on a four-year senior secured revolving credit facility, issuing $40.0 million in aggregate principal
amount of 7.125% unsecured notes that mature on March 30, 2019 (the “2019 Notes®), an increase in commitment on a five-year
senior secured term loan credit facility, issuing $63.5 million in aggregate principal amount of 6.125% unsecured notes that mature
on March 30, 2023 (the “2023 Notes“) and issuing SBA-guaranteed debentures.
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Excluding interest and financing expenses, expenses increased for the year ended September 30, 2014 compared to the year
ended September 30, 2013 due to an increase in professional fees, base management fees, incentive fees, administrative service fees
and general administrative expenses. Professional fees and administrative service fees have increased due to higher legal, audit,
valuation services and administrator expenses. Base management fees, which are calculated based on average gross assets,
increased due to the growth in the portfolio throughout the period. The incentive fee increased as a result of the increase in pre-
incentive fee net investment income.

Net Realized Gains/Losses from Investments

We measure realized gains or losses by the difference between the net proceeds from the disposition and the amortized cost
basis of an investment, without regard to unrealized gains or losses previously recognized.

During the years ended September 30, 2014, 2013 and 2012 we recognized $0.4 million of realized gains, $0.3 million of
realized gains and $44,727 of realized losses on our portfolio investments, respectively.

Net Unrealized Appreciation/Depreciation on Investments

Net change in unrealized appreciation or depreciation on investments reflects the net change in the fair value of our investment
portfolio. For the years ended September 30, 2014, 2013 and 2012, we had $21.3 million, $7.2 million and $1.1 million of
unrealized depreciation, respectively, on portfolio investments.

Provision for Deferred Taxes on Unrealized Appreciation on Investments

Certain consolidated subsidiaries of ours are subject to U.S. federal and state income taxes. These taxable subsidiaries are not
consolidated with the Company for income tax purposes, but are consolidated for GAAP purposes, and may generate income tax
liabilities or assets from temporary differences in the recognition of items for financial reporting and income tax purposes at the
subsidiaries. For the year ended September 30, 2014, the Company recognized a provision for deferred tax on unrealized gains of
$1.6 million for consolidated subsidiaries, respectively. For the years ended September 30, 2013 and 2012, the Company did not
recognize a provision for deferred tax on unrealized gain.

Changes in Net Assets from Operations

For the year ended September 30, 2014, we recorded a net increase in net assets resulting from operations of $52.2 million
compared to a net increase in net assets resulting from operations of $39.4 million for the year ended September 30, 2013 and $22.4
million for the year ended September 30, 2012. The difference is attributable to an increase in total investment income offset by an
increase in total operating expenses, resulting from portfolio growth and an increase in net unrealized depreciation for the year
ended September 30, 2014, as compared to the years ended September 30, 2013 and 2012. Based on 47,366,892, 30,246,247 and
17,919,310 weighted average common shares outstanding for the years ended September 30, 2014, 2013 and 2012, respectively,
our per share net increase in net assets resulting from operations was $1.10 for the year ended September 30, 2014 compared to a
per share net increase in net assets from operations of $1.30 for the year ended September 30, 2013 and $1.25 for the year ended
September 30, 2012.

Financial Condition, Liquidity and Capital Resources

As a RIC, we distribute substantially all of our net income to our stockholders and have an ongoing need to raise additional
capital for investment purposes. To fund growth, we have a number of alternatives available to increase capital; including raising
equity, increasing debt, and funding from operational cash flow.

Our liquidity and capital resources have been generated primarily from the net proceeds of public offerings of common stock,
advances from the Revolving Facility and the Term Loan Facility and net proceeds from the issuance of notes as well as cash flows
from operations.

On January 20, 2011, we completed our IPO and issued 11,111,112 common shares and received net proceeds of $129.6
million.

On March 21, 2012, we issued $40.0 million in aggregate principal amount of the 2019 Notes. The 2019 Notes may be
redeemed in whole or in part at any time or from time to time at our option on or after March 30, 2015. The 2019 Notes bear
interest at a rate of 7.125% per year, payable quarterly on March 30,
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June 30, September 30 and December 30 of each year, beginning June 30, 2012. The 2019 Notes are listed on the New York Stock
Exchange and trade thereon under the trading symbol “MCQ”. As of December 31, 2013, $40.0 million in aggregate principal
amount of the 2019 Notes were outstanding.

On August 24, 2012, we completed a public offering of 5,750,000 shares, including the underwriters’ full exercise of the option
to purchase additional shares, of our common stock at a public offering price of $12.95 per share, raising approximately $71.9
million in net proceeds.

On December 3, 2012, we completed a public offering of 5,000,000 shares of our common stock at a public offering price of
$13.75 per share, raising approximately $66.0 million in net proceeds. On December 19, 2012, we sold an additional 495,263
shares of our common stock at a public offering price of $13.75 per share, raising approximately $6.5 million in net proceeds,
pursuant to the underwriters’ partial exercise of the option to purchase additional shares.

On March 18, 2013, the Company issued $60.0 million in aggregate principal amount of the 2023 Notes. The 2023 Notes may
be redeemed in whole or in part at any time or from time to time at the Company's option on or after March 30, 2016. The 2023
Notes bear interest at a rate of 6.125% per year, payable quarterly on March 30, June 30, September 30 and December 30 of each
year, beginning June 30, 2013. The 2023 Notes are listed on the New York Stock Exchange and trade thereon under the trading
symbol “MCV”.

On April 12, 2013, we completed a public offering of 4,000,000 shares of our common stock and an additional 492,271 shares
of our common stock pursuant to the underwriters’ partial exercise of the over-allotment option at a public offering price of $14.70
per share, raising approximately $63.4 million in net proceeds.

On September 9, 2013, we completed a public offering of 6,900,000 shares of our common stock, which included the full
exercise of the underwriters’ option to purchase an additional 900,000 shares, at a public offering price of $13.00 per share, raising
approximately $86.6 million in net proceeds.

On February 5, 2014 we completed a public offering of 6,000,000 shares of our common stock at a public offering price of
$14.00 per share, raising approximately $81.1 million in net proceeds.

On April 28, 2014 we completed a public offering of 6,000,000 shares of our common stock at a public offering price of $13.25
per share, raising approximately $76.9 million in net proceeds.

On August 1, 2014, the Company entered into an “At-The-Market” (“ATM”) equity distribution agreement with Goldman,
Sachs & Co., Barclays Capital Inc., Credit Suisse Securities (USA) LLC, J.P. Morgan Securities LL.C, Keefe, Bruyette & Woods,
Inc., BB&T Capital Markets, a division of BB&T Securities, LL.C, Janney Montgomery Scott LLC, Ladenburg Thalmann & Co.
Inc., MLV & Co. LLC, Maxim Group LLC, National Securities Corporation and Gilford Securities Incorporated, through which the
Company could sell shares of its common stock having an aggregate offering price of up to $100.0 million. During the period from
August 5, 2014 to September 30, 2014, the Company sold 671,278 shares of its common stock at an average price of $12.87 per
share, and raised $8.7 million in net proceeds, under the ATM Program.

On August 26, 2014, the Company completed a public offering of 5,000,000 shares of our common stock and an additional
750,000 shares of our common stock pursuant to the underwriters’ partial exercise of the over-allotment option at a public offering
price of $13.02 per share, raising approximately $72.8 million in net proceeds.

On June 2, 2014, we entered into Amendment No. 5 to our existing Senior Secured Revolving Credit Agreement (the “Revolver
Amendment”) and Amendment No. 5 our existing Senior Secured Term Loan Credit Agreement (the “Term Loan Amendment,”
together with the “Revolver Amendment,” the “Amendments”), each with certain lenders party thereto and ING Capital LLC, as
administrative agent. The Amendments amend certain provisions of our Senior Secured Revolving Credit Agreement (the
“Revolving Credit Facility”) and the Senior Secured Term Loan Credit Agreement (the “Term Loan Facility,” together with the
Revolving Credit Facility, each as amended, the “Facilities”).

The Facilities were amended to, among other things, (i) in the case of the Revolving Credit Facility, to reduce the interest rate
(A) for LIBOR loans, to LIBOR (with no minimum) plus 2.75% and (B) for base rate
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loans, to the base rate plus 1.75%, to extend the revolving period until June 2017 and to extend the final maturity date until June
2018, (ii) in the case of the Term Loan Facility, to reduce the interest rate (A) for LIBOR loans, to LIBOR (with no minimum) plus
3.25% and (B) for base rate loans, to the base rate plus 2.25%, and to extend the final maturity date until June 2019 and (iii)
increase the maximum amount of the accordion feature which permits subsequent increases in commitments under the Revolving
Facility and/or Term Loan Facility to $600 million.

Concurrently with the effectiveness of the Amendments, the Company closed an additional $101 million of commitments under
its Revolving Credit Facility and an additional $51.5 million of commitments under its Term Loan Facility.

As of September 30, 2014, total commitments under the Facilities were $517.5 million, comprised of $346 million committed
to the Revolving Credit Facility and $171.5 million funded under the Term Loan Facility.

As of September 30, 2014, we had $36.7 million in cash. In the future, we may generate cash from future offerings of securities,
future borrowings and cash flows from operations, including interest earned from the temporary investment of cash in U.S.
government securities and other high-quality debt investments that mature in one year or less. Our primary use of funds is
investments in our targeted asset classes, cash distributions to our stockholders, and other general corporate purposes.

In order to satisfy the Code requirements applicable to a RIC, we intend to distribute to our stockholders substantially all of our
taxable income for each taxable year, but we may also elect to periodically spill over certain excess undistributed taxable income
from one tax year into the next tax year. In addition, as a BDC, for each taxable year we generally are required to meet a coverage
ratio of total assets to total senior securities, which include borrowings and any preferred stock we may issue in the future, of at
least 200%. This requirement limits the amount that we may borrow.

On March 26, 2013, our wholly-owned subsidiary, Medley SBIC LP (“SBIC LP”) received a Small Business Investment
Company (“SBIC”) license from the Small Business Administration (“SBA”).

The SBIC license allows the SBIC LP to obtain leverage by issuing SBA-guaranteed debentures, subject to the issuance of a
capital commitment by the SBA and other customary procedures. SBA-guaranteed debentures are non-recourse, interest only
debentures with interest payable semi-annually and have a ten year maturity. The principal amount of SBA-guaranteed debentures
is not required to be paid prior to maturity but may be prepaid at any time without penalty. The interest rate of SBA-guaranteed
debentures is fixed on a semi-annual basis at a market-driven spread over U.S. Treasury Notes with 10-year maturities. The SBA,
as a creditor, will have a superior claim to the SBIC LP’s assets over our stockholders in the event we liquidate the SBIC LP or the
SBA exercises its remedies under the SBA-guaranteed debentures issued by the SBIC LP upon an event of default.

SBA regulations currently limit the amount that the SBIC LP may borrow to a maximum of $150 million when it has at least
$75 million in regulatory capital, receives a capital commitment from the SBA and has been through an examination by the SBA
subsequent to licensing.

On November 16, 2012, we obtained exemptive relief from the SEC to permit us to exclude the debt of the SBIC LP guaranteed
by the SBA from our 200% asset coverage test under the 1940 Act. The exemptive relief provides us with increased flexibility
under the 200% asset coverage test by permitting it to borrow up to $150 million more than it would otherwise be able to absent the
receipt of this exemptive relief.

As of September 30, 2014, SBIC LP had $50.0 million in regulatory capital and had $100.0 million SBA-guaranteed debentures
outstanding.
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Contractual Obligations and Off-Balance Sheet Arrangements

We may become a party to financial instruments with off-balance sheet risk in the normal course of our business to meet the
financial needs of our portfolio companies. As of September 30, 2014, we had commitments under loan and financing agreements
to fund up to $70.2 million to 13 portfolio companies. These commitments are primarily composed of senior secured term loans
and a revolver. As of September 30, 2013, we had commitments under loan and financing agreements to fund up to $33.1 million to
6 portfolio companies. These commitments are primarily composed of senior secured term loans and a revolver. The commitments
are generally subject to the borrowers meeting certain criteria such as compliance with covenants and certain operational metrics.
The terms of the borrowings and financings subject to commitment are comparable to the terms of other loan and equity securities
in our portfolio. A summary of the composition of the unfunded commitments at September 30, 2014 and September 30, 2013 is
shown in the table below (dollars in thousands):

As of
September 30, September 30,
2014 3
Red Skye Wireless LLC $ 15000 $ 15,000
Miratech Intermediate Holdings, Inc. 14,769 —
DreamFinders Homes — TLB 7,073 2,723
Sendero Drilling Company LLC 5,495 —
Merchant Cash and Capital LLC (First Lien) 5,297 —
Freedom Powersports LLC — (DDTL) 4,800 —
Nation Safe Drivers Holdings, Inc. 4,721 —
Autosplice, Inc. 3,026 —
DLR Restaurants LLC 2,500 4,177
Meridian Behavioral Health, LL.C (Term Loan B) 2,500 —
Be Green Manufacturing and Distribution Centers LLC — Delayed
Draw TL 2,375 —
Tenere Acquisition Corp. 2,000 2,000
Be Green Manufacturing and Distribution Centers LLC — Revolver 479 —
AM3 Pinnacle Corporation 165 —
DreamFinders Homes — TLA — 2,500
Lydell Jewelry Design Studio LLC — 5,928
Physicians Care Alliance LLC — 767
Total $ 70,200 $ 33,095

We have certain contracts under which we have material future commitments. We have entered into an investment management
agreement with MCC Advisors in accordance with the 1940 Act. The investment management agreement became effective upon
the pricing of our initial public offering. Under the investment management agreement, MCC Advisors has agreed to provide us
with investment advisory and management services. For these services, we have agreed to pay a base management fee equal to a
percentage of our gross assets and an incentive fee based on our performance.

‘We have also entered into an administration agreement with MCC Advisors as our administrator. The administration agreement
became effective upon the pricing of our initial public offering. Under the administration agreement, MCC Advisors has agreed to
furnish us with office facilities and equipment, provide us clerical, bookkeeping and record keeping services at such facilities and
provide us with other administrative services necessary to conduct our day-to-day operations. MCC Advisors will also provide on
our behalf significant managerial assistance to those portfolio companies to which we are required to provide such assistance.
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The following table shows our payment obligations for repayment of debt and other contractual obligations at September 30,
2014 (dollars in thousands):

Payment Due by Period
Less than More than
Total 1 year 1 -3 years 3 -5 years 5 years
Revolving Facility $1465500 $ — % —  $146,500 $ —
Term Loan Facility 171,500 — — 171,500 —
7.125% Notes 40,000 — — 40,000 —
6.125% Notes 63,500 — — — 63,500
SBA Debenture 100,000 — — — 100,000
Total contractual obligations $ 521,500 $ — $ —  $ 358,000 $163,500

If any of the contractual obligations discussed above are terminated, our costs under any new agreements that we enter into may
increase. In addition, we would likely incur significant time and expense in locating alternative parties to provide the services we
expect to receive under our investment management agreement and our administration agreement. Any new investment
management agreement would also be subject to approval by our stockholders.

Distributions

We have elected and timely qualified to be treated for U.S. federal income tax purposes as a RIC under subchapter M of the
Code. As a RIC, in any taxable year with respect to which we timely distribute at least 90 percent of the sum of our (i) investment
company taxable income (which is generally our net ordinary income plus the excess of realized net short-term capital gains over
realized net long-term capital losses) determined without regard to the deduction for dividends paid and (ii) net tax exempt interest
income (which is the excess of our gross tax exempt interest income over certain disallowed deductions), we (but not our
stockholders) generally will not be subject to U.S. federal income tax on investment company taxable income and net capital gains
that we distribute to our stockholders. We intend to distribute annually all or substantially all of such income, but we may also elect
to periodically spill over certain excess undistributed taxable income from one tax year to the next tax year. To the extent that we
retain our net capital gains or any investment company taxable income, we will be subject to U.S. federal income tax. We may
choose to retain our net capital gains or any investment company taxable income, and pay the associated federal corporate income
tax, including the U.S. federal excise tax described below.

Amounts not distributed on a timely basis in accordance with a calendar year distribution requirement are subject to a
nondeductible 4% U.S. federal excise tax payable by us. To avoid this tax, we must timely distribute (or be deemed to have
distributed) during each calendar year an amount equal to the sum of:

(1) at least 98.0 percent of our ordinary income (not taking into account any capital gains or losses) for the calendar year;

(2) at least 98.2 percent of the amount by which our capital gains exceed our capital losses (adjusted for certain ordinary losses)

for a one-year period ending on October 31 of the calendar year; and
(3) income realized, but not distributed, in preceding years and on which we did not pay U.S. federal income tax.

While we intend to distribute any income and capital gains in the manner necessary to minimize imposition of the 4% U.S.
federal excise tax, sufficient amounts of our taxable income and capital gains may not be distributed to avoid entirely the
imposition of the tax. In that event, we will be liable for the tax only on the amount by which we do not meet the foregoing
distribution requirement.

We intend to pay quarterly dividends to our stockholders out of assets legally available for distribution. We cannot assure you
that we will achieve investment results that will allow us to pay a specified level of dividends or year-to-year increases in
dividends. In addition, the inability to satisfy the asset coverage test applicable to us as a BDC could limit our ability to pay
dividends. All dividends will be paid at the discretion of our board of directors and will depend on our earnings, our financial
condition, maintenance of our RIC
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status, compliance with applicable BDC regulations and such other factors as our board of directors may deem relevant from time
to time. We cannot assure you that we will pay dividends to our stockholders in the future.

To the extent our taxable earnings fall below the total amount of our distributions for a taxable year, a portion of those
distributions may be deemed a return of capital to our stockholders for U.S. federal income tax purposes. Stockholders should read
any written disclosure accompanying a distribution carefully and should not assume that the source of any distribution is our
ordinary income or gains.

We have adopted an “opt out” dividend reinvestment plan for our common stockholders. As a result, if we declare a cash
dividend or other distribution, each stockholder that has not “opted out” of our dividend reinvestment plan will have their dividends
automatically reinvested in additional shares of our common stock rather than receiving cash dividends. Stockholders who receive
distributions in the form of shares of common stock will be subject to the same federal, state and local tax consequences as if they
received cash distributions.

The following table summarizes the dividends declared through the year ended September 30, 2014:

Payment Amount Per

Date Declared Record Date Date Share

5/11/2011 6/1/2011 6/15/2011  $ 0.16
8/4/2011 9/1/2011 9/15/2011 0.21
11/29/2011 12/15/2011 12/30/2011 0.25
2/2/2012 2/24/2012 3/15/2012 0.28
5/2/2012 5/25/2012 6/15/2012 0.31
8/1/2012 8/24/2012 9/14/2012 0.36
11/1/2012 11/23/2012 12/14/2012 0.36
1/30/2013 2/27/2013 3/15/2013 0.36
5/1/2013 5/27/2013 6/14/2013 0.36
7/31/2013 8/23/2013 9/13/2013 0.37
10/30/2013 11/22/2013 12/13/2013 0.37
2/5/2014 2/26/2014 3/14/2014 0.37
5/1/2014 5/28/2014 6/13/2014 0.37
7/30/2014 8/27/2014 9/12/2014 0.37

Related Party Transactions

Concurrent with the pricing of our initial public offering, we entered into a number of business relationships with affiliated or
related parties, including the following:

*  We entered into an investment management agreement with MCC Advisors. Mr. Brook Taube, our chairman and chief
executive officer, is a managing partner and senior portfolio manager of MCC Advisors, and Mr. Seth Taube, one of our
directors, is a managing partner of MCC Advisors.

*  MCC Advisors provides us with the office facilities and administrative services necessary to conduct day-to-day operations
pursuant to our administration agreement. We reimburse MCC Advisors for the allocable portion (subject to the review and
approval of our board of directors) of overhead and other expenses incurred by it in performing its obligations under the
administration agreement, including rent, the fees and expenses associated with performing compliance functions, and our
allocable portion of the cost of our chief financial officer and chief compliance officer and their respective staffs.

*  We have entered into a license agreement with Medley Capital LLC, pursuant to which Medley Capital LLC has granted us
a non-exclusive, royalty-free license to use the name “Medley.”

*  Certain affiliates of MCC Advisors, Medley Capital LLC, their respective affiliates and some of their employees purchased
in the initial public offering an aggregate of 833,333 shares of common stock at the initial public offering price per share of
$12.00. We received the full proceeds from the sale of these shares, and no underwriting discounts or commissions were
paid in respect of these shares.
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MCC Advisors and its affiliates may in the future manage other accounts that have investment mandates that are similar, in
whole and in part, with ours. MCC Advisors and its affiliates may determine that an investment is appropriate for us and for one or
more of those other accounts. In such event, depending on the availability of such investment and other appropriate factors, and
pursuant to MCC Advisors’ allocation policy, MCC Advisors or its affiliates may determine that we should invest side-by-side with
one or more other accounts. We will not make any investments if they are not permitted by applicable law and interpretive positions
of the SEC and its staff, or if they are inconsistent with MCC Advisors’ allocation procedures.

In addition, we have adopted a formal code of ethics that governs the conduct of our and MCC Advisors’ officers, directors and
employees. Our officers and directors also remain subject to the duties imposed by both the 1940 Act and the Delaware General
Corporation Law.

Management Fee

Pursuant to the investment management agreement, we pay our investment adviser a fee for investment management services
consisting of two components — a base management fee and an incentive fee.

MCC Advisors receives a base management fee from us payable quarterly in arrears, at an annual rate of 1.75% of our gross
assets, including any assets acquired with the proceeds of leverage. MCC Advisors agreed to waive the base management fee
payable with respect to cash and cash equivalents held by the Company through December 31, 2011.

The investment management agreement also provides that MCC Advisors is entitled to an incentive fee. The incentive fee
consists of the following two parts:

The first, calculated and payable quarterly in arrears is based on our pre-incentive fee net investment income earned during the
calendar quarter for which the Incentive Fee is being calculated. For this purpose, pre-incentive fee net investment income means
interest income, dividend income and any other income including any other fees (other than fees for providing managerial
assistance), 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 the administration agreement (as defined below), and any interest expense and any 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.

Pre-incentive fee net investment income, expressed as a rate of return on the value of our net assets calculated as of the end of
the calendar quarter immediately preceding the calendar quarter for which the incentive fee is being calculated, will be compared to
a “hurdle rate” of 2.0% per quarter (8.0% annualized). We will pay the Adviser an incentive fee with respect to our pre-incentive
fee net investment income in each calendar quarter as follows:

(1) no incentive fee for any calendar quarter in which our pre-incentive fee net investment income does not exceed the hurdle
rate;

(2) 100.0% of our pre-incentive fee net investment income with respect to that portion of such pre-incentive fee net investment
income, if any, that exceeds the hurdle rate but is less than 2.5% (10.0% annualized) in any calendar quarter; and

(3) 20.0% of the amount of our pre-incentive fee net investment income, if any, that exceeds 2.5% (10.0% annualized) in any
calendar quarter.

The second part of the incentive fee (the “Capital Gains Fee”) is determined and payable in arrears as of the end of each
calendar year (or upon termination of the Management Agreement, as of the termination date) and is calculated at the end of each
applicable year by subtracting (1) the sum of our cumulative realized capital losses and unrealized capital depreciation from (2) our
cumulative aggregate realized capital gains. If the amount so calculated is positive, then the Capital Gains Fee for such year is
equal to 20.0% of such
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amount, less the aggregate amount of Capital Gains Fee paid in all prior years. If such amount is negative, then no Capital Gains
Fee will be payable for such year. If this Agreement is terminated as of a date that is not a calendar year end, the termination date
shall be treated as though it were a calendar year end for purposes of calculating and paying a Capital Gains Fee.

The Company calculates incentive fee as if the Company had realized all assets at their fair values and liabilities at their
settlement amounts as of the reporting date. Accordingly, the Company accrues a provisional incentive fee taking into account any
unrealized gains. As the provisional incentive fee is subject to the performance of investments until there is a realization event, the
amount of provisional incentive fee accrued at a reporting date may vary from the incentive fee that is ultimately paid, and the
differences could be material.

Critical Accounting Policies

The preparation of financial statements and related disclosures in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities,
disclosure of contingent assets and liabilities at the date of the financial statements, and revenues and expenses during the periods
reported. Actual results could materially differ from those estimates. We have identified the following items as critical acco