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Title of Securities

Being Registered

Proposed

Maximum
Aggregate

Offering Price(1)

Amount of
Registration

Fee(7)
Common Stock, $0.01 par value per share(2)(3)
Preferred Stock, $0.01 par value per share(2)
Subscription Rights(2)
Debt Securities(4)
Warrants(5)
Total(6) $1,000,000,000 $9,337.50

(1) Estimated pursuant to Rule 457(o) under the Securities Act of 1933, as amended (the �Securities Act�), solely for the
purpose of determining the registration fee. The proposed maximum offering price per security will be determined,
from time to time, by Solar Capital Ltd. (the �Company� or �Registrant�) in connection with the sale of the securities
registered under this Registration Statement.

(2) Subject to Note 6 below, there is being registered hereunder an indeterminate number of shares of common stock,
preferred stock, or subscription rights to purchase shares of our common stock, as may be sold, from time to time.

(3) Includes such indeterminate number of shares of common stock as may, from time to time, be issued upon
conversion or exchange of other securities registered hereunder, to the extent any such securities are, by their
terms, convertible or exchangeable for common stock.

(4) Subject to note 6 below, there is being registered hereunder an indeterminate number of debt securities of the
Registrant as may be sold, from time to time. If any debt securities of the Registrant are issued at an original issue
discount, then the offering price shall be in such greater principal amount as shall result in an aggregate price to
investors not to exceed $1,000,000,000.

(5) Subject to note 6 below, there is being registered hereunder an indeterminate number of the Registrant�s warrants as
may be sold, from time to time, representing rights to purchase common stock, preferred stock or debt securities of
the Registrant.

(6) In no event will the aggregate offering price of all securities issued from time to time pursuant to this Registration
Statement exceed $1,000,000,000.

(7) Pursuant to Rule 415(a)(6) under the Securities Act, the Registrant is carrying forward to this Registration
Statement $925,000,000 in aggregate offering price of unsold securities that the Registrant previously registered
on its registration statement on Form N-2 (File No. 333-194870) initially filed on March 28, 2014 (the �Prior
Registration Statement�). Pursuant to Rule 415(a)(6) under the Securities Act, the filing fee previously paid with
respect to such unsold securities will continue to be applied to such unsold securities. The amount of the
registration fee in the �Calculation of Registration Fee Under the Securities Act of 1933� table relates to the
additional $75,000,000 in aggregate offering price of securities being registered hereunder. As a result, a filing fee
of $9,337.50 is being paid herewith. Pursuant to Rule 415(a)(6) under the Securities Act, the offering of unsold
securities under the Prior Registration Statement will be deemed terminated as of the date of effectiveness of this
Registration Statement.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Securities and Exchange
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until
the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is
not an offer to sell these securities and is not soliciting an offer to buy these securities in any jurisdiction where
the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED MARCH 14, 2018

PROSPECTUS

$1,000,000,000

Solar Capital Ltd.

Common Stock

Preferred Stock

Debt Securities

Subscription Rights

Warrants

We are an externally managed, non-diversified closed-end management investment company that has elected to be
regulated as a business development company under the Investment Company Act of 1940, as amended (the �1940
Act�). Our investment objective is to generate both current income and capital appreciation through debt and equity
investments. We invest primarily in leveraged companies, including middle-market companies, in the form of senior
secured loans, stretch-senior loans, unitranche loans, mezzanine loans and equity securities. Securities rated below
investment grade, including the investments we target, are often referred to as �leveraged loans,� �high yield� or �junk�
securities, and may be considered �high risk� compared to debt instruments that are rated investment grade.

We are managed by Solar Capital Partners, LLC. Solar Capital Management, LLC provides the administrative
services necessary for us to operate.

We may offer, from time to time, in one or more offerings or series, up to $1,000,000,000 of our common stock,
preferred stock, debt securities, subscription rights to purchase shares of our common stock, 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, debt securities, subscription rights 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
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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) in connection with a rights offering to our existing stockholders,
(b) with the prior approval of the majority (as defined in the 1940 Act) of our common stockholders, or (c) under such
other circumstances as the Securities and Exchange Commission (�SEC�) 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 NASDAQ Global Select Market under the symbol �SLRC.� On March 12, 2018, the
last reported sales price on the NASDAQ Global Select Market for our common stock was $21.08 per share.

This prospectus, and the accompanying prospectus supplement, contains important information about us that a
prospective investor should know before investing in our common stock. 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 500 Park Avenue,
New York, NY 10022, by telephone at (212) 993-1670 or on our website at http://www.solarcapltd.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 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 �Risk Factors� beginning on
page 16 to read about factors you should consider, including the risk of leverage, before investing in our
common stock.

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.
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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 prospectus 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 $1,000,000,000 of our common stock, preferred stock, debt securities,
subscription rights to purchase shares of our common stock, 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 �Summary� and �Risk Factors� sections before
you make an investment decision.
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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. You should read carefully the more detailed information set forth under
�Risk Factors� and the other information included in this prospectus and the documents to which we have referred.

We were formed in February 2007 as Solar Capital LLC, a Maryland limited liability company, and commenced
operations in March 2007, after conducting a private placement of units of membership interest (�units�), with initial
capital of $1.2 billion of which 47.04% was funded by affiliated parties. On February 9, 2010, Solar Capital LLC was
merged with and into Solar Capital Ltd., a Maryland corporation, which we refer to as the �Solar Capital Merger,�
concurrent with the pricing of our initial public offering, leaving Solar Capital Ltd. as the surviving entity. Except
where the context suggests otherwise, the terms �we,� �us,� �our�, the �Company� and �Solar Capital� refer to
Solar Capital LLC prior to the Solar Capital Merger, and Solar Capital Ltd. after the Solar Capital Merger. In
addition, the terms �Solar Capital Partners� or the �investment adviser� refer to Solar Capital Partners, LLC, and
�Solar Capital Management� or the �administrator� refers to Solar Capital Management, LLC.

In this prospectus, we use the term �leveraged� to refer to companies of any size with non-investment grade debt
outstanding or, if not explicitly rated, those which we believe would be rated as non-investment grade based on their
leverage levels and other terms. In addition, we use the term �middle-market� to refer to companies with annual
revenues between $50 million and $1 billion.

Solar Capital

Solar Capital Ltd., a Maryland corporation formed in November 2007, is a closed-end, externally managed,
non-diversified management investment company that has elected to be regulated as a business development company
(�BDC�) under the Investment Company Act of 1940, as amended (the �1940 Act�). Furthermore, as the Company is an
investment company, it continues to apply the guidance in the Financial Accounting Standard Board (�FASB�)
Accounting Standards Codification (�ASC�) Topic 946. In addition, for U.S. federal income tax purposes, we have
elected, and intend to qualify annually, to be treated as a regulated investment company (�RIC�) under Subchapter M of
the Internal Revenue Code of 1986, as amended (the �Code�).

In February 2010, we completed our initial public offering and concurrent private offering of shares of our common
stock to our senior management team.

We invest primarily in privately held U.S. middle-market companies, where we believe the supply of primary capital
is limited and the investment opportunities are most attractive. Our investment objective is to generate both current
income and capital appreciation through debt and equity investments. We invest primarily in leveraged middle-market
companies in the form of senior secured loans, stretch-senior loans, unitranche loans, mezzanine loans and equity
securities. From time to time, we may also invest in public companies. Our business is focused primarily on the direct
origination of investments through portfolio companies or their financial sponsors. Our investments generally range
between $5 million and $100 million each, although we expect that this investment size will vary with the size of our
capital base and/or strategic initiatives.

In addition, we may invest a portion of our portfolio in other types of investments, which we refer to as opportunistic
investments, which are not our primary focus but are intended to enhance our overall returns. These investments may
include, but are not limited to, direct investments in public companies that are not thinly traded and securities of
leveraged companies located in select countries outside of the United States. The securities that
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we invest in are typically rated below investment grade. Securities rated below investment grade are often referred to
as �leveraged loans,� �high yield� or �junk� securities, and may be considered �high risk� compared to debt instruments that
are rated investment grade. In addition, some of our debt investments will not fully amortize during their lifetime,
which could result in a loss or a substantial amount of unpaid principal and interest due upon maturity.

Our investment activities are managed by Solar Capital Partners and supervised by our board of directors, a majority
of whom are non-interested, as such term is defined in the 1940 Act. Solar Capital Management provides the
administrative services necessary for us to operate.

As of December 31, 2017, our investment portfolio totaled $1.5 billion and our net asset value was $921.6 million.
Our portfolio was comprised of debt and equity investments in 93 portfolio companies.

During the fiscal year ended December 31, 2017, we invested approximately $472 million in 60 portfolio companies.
Investments sold or prepaid during the fiscal year ended December 31, 2017 totaled approximately $333 million.

Recent Developments

Effective January 1, 2018, the annual rate that Solar Capital Partners charges the Company for the base management
fee changed from 2.00% to 1.75%.

About Solar Capital Partners

Solar Capital Partners, our investment adviser, is controlled and led by Michael S. Gross, our Chairman and Chief
Executive Officer, and Bruce Spohler, our Chief Operating Officer. They are supported by a team of dedicated
investment professionals. Solar Capital Partners� investment team has extensive experience in leveraged lending and
private equity, as well as significant contacts with financial sponsors.

In addition, Solar Capital Partners serves as investment adviser to Solar Senior Capital Ltd., or �Solar Senior,� a
publicly traded BDC that invests in the senior debt securities of leveraged middle-market companies similar to those
we target for investment. Through December 31, 2017, investment team led by Messrs. Gross and Spohler has
invested approximately $7 billion in more than 320 different portfolio companies involving an aggregate of more than
185 different financial sponsors. Since Solar Capital�s inception, these investment professionals have used their
relationships in the middle-market financial sponsor and financial intermediary community to generate deal flow. As
of March 12, 2018, Mr. Gross and Mr. Spohler beneficially owned, either directly or indirectly, approximately 5.7%
and 5.2%, respectively, of our outstanding common stock.

Mr. Gross has over 25 years of experience in the private equity, distressed debt and mezzanine lending businesses and
has been involved in originating, structuring, negotiating, consummating and managing private equity, distressed debt
and mezzanine (i.e., actually or structurally subordinated) lending transactions. We also rely on the over 25 years of
experience of Mr. Spohler, who has served as our Chief Operating Officer and a partner of Solar Capital Partners
since its inception.

Solar Capital Partners� senior investment professionals have been active participants in the primary and secondary
leveraged credit markets throughout their careers. They have effectively managed portfolios of distressed and
mezzanine (i.e., actually or structurally subordinated) debt as well as other investment types. The depth of their prior
experience and credit market expertise has led them through various stages of the economic cycle as well as several
market disruptions.
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Market Opportunity

Solar Capital invests primarily in senior secured loans, stretch-senior loans, unitranche loans, mezzanine loans and
equity securities of middle-market leveraged companies. We believe that the size of this market, coupled with
leveraged companies� need for flexible sources of capital at attractive terms and rates, creates an attractive investment
environment for us. See �Business � Market Opportunity.�

� Middle-market companies have faced increasing difficulty in accessing the capital markets. While many
middle-market companies were formerly able to raise funds by issuing high-yield bonds, we believe this
approach to financing has become more difficult in recent years as institutional investors have sought to invest
in larger, more liquid offerings. In addition, many private finance companies that historically financed their
lending and investing activities through securitization transactions have lost that source of funding and reduced
lending significantly. Moreover, consolidation of lenders and market participants and the illiquid nature of
investments have resulted in fewer middle-market lenders and market participants.

� There is a large pool of uninvested private equity capital likely to seek additional capital to support their
investments. We believe there is more than $500 billion of uninvested private equity capital seeking debt
financing to support acquisitions. We expect that middle-market private equity firms will continue to invest the
approximately $185 billion raised since 2000 in middle-market companies and that those private equity firms
will seek to support their investments with mezzanine loans from sources such as Solar Capital.

� The significant amount of debt maturing through 2018 should provide additional demand for capital. A high
volume of financings were completed between the years 2004 and 2007, which are expected to mature over the
next few years. We believe that this supply of prospective lending opportunities coupled with a lack of
available credit in the middle-market lending space may offer attractive risk-adjusted returns to investors.
Risk-adjusted return compares returns against the amount of risk incurred. The term �risk-adjusted return� does
not imply that an investment is no risk or low risk.

� Investing in private middle-market debt provides an attractive risk reward profile. In general, terms for
illiquid, middle-market subordinated debt have been more attractive than those for larger corporations which
are typically more liquid. We believe this is because fewer institutions are able to invest in illiquid asset
classes.

Therefore, we believe that there is an attractive opportunity to invest in senior secured loans, stretch-senior loans,
unitranche loans, mezzanine loans and equity securities of leveraged companies, and that we are well positioned to
serve this market.

Competitive Advantages and Strategy

We believe that we have the following competitive advantages over other providers of financing to leveraged
companies. See �Business � Competitive Advantages and Strategy.�

Management Expertise
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As managing partner, Mr. Gross has principal management responsibility for Solar Capital Partners, to which he
currently dedicates substantially all of his time. Mr. Gross has over 25 years of experience in leveraged finance,
private equity and distressed debt investing. Mr. Spohler, our Chief Operating Officer and a partner of Solar Capital
Partners, has over 25 years of experience in evaluating and executing leverage finance transactions.

Investment Capacity

The proceeds from our initial public offering and the Concurrent Private Placement, the borrowing capacity under the
senior secured credit facility led by Citibank, N.A. (the �Credit Facility�), our $75 million of unsecured
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senior notes due 2023 (the �2023 Unsecured Notes�), our $150 million of unsecured senior notes due 2022 (the �2022
Unsecured Notes�) and $21 million of unsecured senior notes due 2022 (the �2022 Tranche C Notes�) and the expected
repayments of existing investments provide us with a substantial amount of capital available for deployment into new
investment opportunities. We believe we are well positioned for the current marketplace.

Solar Capital�s Limited Leverage

As of December 31, 2017, we had total outstanding borrowings of approximately $541.6 million. Under the
provisions of the 1940 Act, we are permitted to issue senior securities in amounts such that our asset coverage ratio, as
defined in the 1940 Act, equals at least 200% of gross assets less all liabilities and indebtedness not represented by
senior securities, after each issuance of senior securities. As of December 31, 2017, our asset coverage ratio was
270.2%. We believe our relatively low level of leverage provides us with a competitive advantage, allowing us to
anticipate providing a consistent distribution to our investors, as proceeds from our investments are available for
reinvestment as opposed to being consumed by debt repayment. We may increase our relative level of debt in the
future. However, we do not currently anticipate operating with a substantial amount of debt relative to our total assets.

Proprietary Sourcing and Origination

We believe that Solar Capital Partners� senior investment professionals� longstanding relationships with financial
sponsors, commercial and investment banks, management teams and other financial intermediaries provide us with a
strong pipeline of proprietary origination opportunities. We expect to continue leveraging the relationships Mr. Gross
established while sourcing and originating investments at Apollo Investment Corporation (�Apollo�) as well as the
financial sponsor relationships Mr. Spohler developed while he was a co-head of CIBC World Markets� U.S.
Leveraged Finance Group.

Since its inception, Solar Capital Partners has sourced investments in more than 320 different portfolio companies
involving an aggregate of more than 185 different financial sponsors, through December 31, 2017.

Versatile Transaction Structuring and Flexibility of Capital

We believe Solar Capital Partners� senior investment team�s broad expertise and ability to draw upon its extensive
experience enable us to identify, assess and structure investments successfully across all levels of a company�s capital
structure and to manage potential risk and return at all stages of the economic cycle. The attempt to manage risk does
not imply low risk or no risk. While we are subject to significant regulation as a BDC, we are not subject to many of
the regulatory limitations that govern traditional lending institutions such as banks. As a result, we believe that we can
be more flexible than such lending institutions in selecting and structuring investments, adjusting investment criteria,
transaction structures and, in some cases, the types of securities in which we invest.

Emphasis on Achieving Strong Risk-Adjusted Returns

Solar Capital Partners uses a structured investment and risk management process that emphasizes research and
analysis. Solar Capital Partners seeks to build our portfolio on a �bottom-up� basis, choosing and sizing individual
positions based on their relative risk/reward profiles as a function of the associated downside risk, volatility,
correlation with the existing portfolio and liquidity. At the same time, Solar Capital Partners takes into consideration a
variety of factors in managing our portfolio and imposes portfolio-based risk constraints promoting a more diverse
portfolio of investments and limiting issuer and industry concentration. We do not pursue short-term origination
targets. We believe this approach enables us to build an attractive investment portfolio that meets our return and value
criteria over the long term. We believe it is critical to conduct extensive due diligence on investment targets. In
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Deep Industry Focus with Substantial Information Flow

We concentrate our investing activities in industries characterized by strong cash flow and in which Solar Capital
Partners� investment professionals have deep investment experience. As a result of their investment experience,
Messrs. Gross and Spohler, together with Solar Capital Partners� other senior investment professionals, have long-term
relationships with management consultants and management teams in the industries we target, as well as substantial
information concerning those industries.

Longer Investment Horizon

Unlike private equity and venture capital funds, we will not be subject to standard periodic capital return
requirements. Such requirements typically stipulate that the capital of these funds, together with any capital gains on
such invested funds, can only be invested once and must be returned to investors after a pre-agreed time period. We
believe that our flexibility to make investments with a long-term view and without the capital return requirements of
traditional private investment vehicles provides us with the opportunity to generate favorable returns relative to the
risks of our invested capital and enables us to be a better long-term partner for our portfolio companies.

Summary Risk Factors

The value of our assets, as well as the market price of shares of our common stock, will fluctuate. Our investments
may be risky, and you may lose all or part of your investment in us. Investing in Solar Capital involves other risks,
including the following:

� We operate in a highly competitive market for investment opportunities;

� Our investments are very risky and highly speculative;

� The lack of liquidity in our investments may make it difficult for us to dispose of our investments at a
favorable price, which may adversely affect our ability to meet our investment objectives;

� Our portfolio may be concentrated in a limited number of portfolio companies and industries, which will
subject us to a risk of significant loss if any of these companies performs poorly or defaults on its obligations
under any of its debt instruments or if there is a downturn in a particular industry;

� Our investments in securities rated below investment grade are speculative in nature and are subject to
additional risk factors such as increased possibility of default, illiqudity of the security, and changes in value
based on changes in interest rates;

� A disruption in the global and U.S. capital markets and the credit markets could impair our ability to raise
money and negatively affect our business and harm our operating results;
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� Our shares may trade at a substantial discount from net asset value and may continue to do so over the long
term;

� Our common stock price may be volatile and may decrease substantially;

� There is a risk that our stockholders may not receive distributions or that our distributions may not grow over
time;

� 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;

� The net asset value per share of our common stock may be diluted if we issue or sell shares of our common
stock 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;
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� To the extent we use debt or preferred stock to finance our investments, changes in interest rates will affect
our cost of capital and net investment income;

� We are dependent upon Solar Capital Partners� key personnel for our future success;

� Our financial condition and results of operations will depend on our ability to manage future growth
effectively;

� Regulations governing our operation as a BDC affect our ability to, and the way in which we will, raise
additional capital. As a BDC, the necessity of raising additional capital may expose us to risks, including the
typical risks associated with leverage.

� We have and will continue to borrow money, which would magnify the potential for loss on amounts
invested and may increase the risk of investing in us;

� Our quarterly and annual operating results are subject to fluctuation as a result of the nature of our business,
and if we fail to achieve our investment objective, the net asset value of our common stock may decline;

� There will be uncertainty as to the value of our portfolio investments, which may impact our net asset value;

� There are significant potential conflicts of interest, including Solar Capital Partners� management of Solar
Senior, which could impact our investment returns, and an investment in Solar Capital is not an investment
in Solar Senior;

� We may become subject to corporate-level U.S. federal income tax if we are unable to qualify and maintain
our qualification for tax treatment as a RIC under Subchapter M of the Code;

� The failure in cyber security systems, as well as the occurrence of events unanticipated in our disaster
recovery systems and management continuity planning could impair our ability to conduct business
effectively; and

� We cannot predict how tax reform legislation will affect us, our investments, or our stockholders, and any
such legislation could adversely affect our business.

See �Risk Factors� beginning on page 16 and the other information included in this prospectus, for additional discussion
of factors you should carefully consider before deciding to invest in our securities.

Operating and Regulatory Structure
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Immediately prior to the pricing of our initial public offering, Solar Capital LLC was merged with and into Solar
Capital Ltd., a Maryland corporation that is an externally managed, non-diversified closed-end management
investment company which has elected to be treated as a BDC under the 1940 Act. As a BDC, we are required to meet
regulatory tests, including the requirement to invest at least 70% of our total assets in �qualifying assets.� Qualifying
assets generally include, among other things, securities of �eligible portfolio companies.� �Eligible portfolio companies�
generally include U.S. companies that are not investment companies and that do not have securities listed on a
national exchange. See �Regulation as a Business Development Company.� We may also borrow funds to make
investments. In addition, we have elected, and intend to qualify annually, to be treated for U.S. federal income tax
purposes as a RIC under Subchapter M of the Code. See �Certain U.S. Federal Income Tax Considerations.�

Our investment activities are managed by Solar Capital Partners and supervised by our board of directors. Solar
Capital Partners is an investment adviser that is registered under the Investment Advisers Act of 1940, as

6
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amended (the �Advisers Act�). Under our investment advisory and management agreement, (the �Investment Advisory
and Management Agreement�), we have agreed to pay Solar Capital Partners an annual base management fee based on
our gross assets as well as an incentive fee based on our performance. See �Investment Advisory and Management
Agreement.� We have also entered into an administration agreement, (the �Administration Agreement�), under which we
have agreed to reimburse Solar Capital Management for the allocable portion of overhead and other expenses incurred
by Solar Capital Management in performing its obligations under the Administration Agreement, including furnishing
us with office facilities, equipment and clerical, bookkeeping and record keeping services at such facilities, as well as
providing us with other administrative services. See �Administration Agreement.�

Our Corporate Information

Our offices are located at 500 Park Avenue, New York, New York 10022, and our telephone number is
(212) 993-1670.

7

Edgar Filing: Solar Capital Ltd. - Form N-2

Table of Contents 23



Table of Contents

Offerings

We may offer, from time to time, in one or more offerings or series, up to $1,000,000,000 of our common stock,
preferred stock, debt securities, subscription rights to purchase shares of our common stock, 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 offering price per share of our common stock, less any underwriting commissions or discounts,
generally will not be less than the net asset value per share of our common stock at the time of an 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) in connection with a rights offering to our existing stockholders, (b) with the prior approval of the
majority (as defined in the 1940 Act) of our common stockholders, or (c) under such other circumstances as the SEC
may permit.

At our 2017 Annual Stockholders Meeting, our stockholders approved our ability to sell or otherwise issue shares of
our common stock, not exceeding 25% of our then outstanding common stock immediately prior to each such
offering, at a price or prices below the then current net asset value per share, in each case subject to the approval of
our board of directors and compliance with the conditions set forth in the proxy statement pertaining thereto, during a
period beginning on May 17, 2017 and expiring on the earlier of the one-year anniversary of the date of the 2017
Annual Stockholders Meeting and the date of our 2018 Annual Stockholders Meeting, which is expected to be held in
May 2018. However, notwithstanding such stockholder approval, since our IPO on February 9, 2010, we have not
sold any shares of our common stock in an offering that resulted in proceeds to us of less than our then current net
asset value per share. Any offering of our common stock that requires stockholder approval must occur, if at all,
within one year after receiving such stockholder approval. However, any such issuance of shares of our common stock
below net asset value will be dilutive to the net asset value of our common stock. See �Risk Factors�Risks Relating to an
Investment in Our Securities� and �Sale of Common Stock Below Net Asset Value.�

The securities may be offered directly to one or more purchasers, including existing stockholders in a rights offering,
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 offerings of our common stock:

Use of Proceeds Unless otherwise specified in a prospectus supplement, we intend to use
the net proceeds from the sale of our securities for general corporate
purposes, which includes, among other things, (a) investing in portfolio
companies in accordance with our investment objective and strategies
and market conditions and (b) repaying indebtedness. 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.�

NASDAQ Global Select Market Symbol �SLRC�
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Distributions To the extent that we have income available, we intend to distribute
quarterly distributions to our stockholders. The amount of our
distributions, if any, will be determined by our board of directors. Any
distributions to our stockholders will be declared out of assets legally
available for distribution. The specific tax characteristics of our
distributions will be reported to shareholders after the end of each
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calendar year. We may issue preferred stock from time to time, although
we have no immediate intention to do so. If we issue shares of preferred
stock, holders of such preferred stock will be entitled to receive cash
distributions at an annual rate that will be fixed or will vary for the
successive distribution periods for each series. In general, the distribution
periods for fixed rate preferred stock will be quarterly.

Taxation We have elected to be treated for U.S. federal income tax purposes, and
intend to continue to qualify annually, as a RIC under Subchapter M of
the Code. As a RIC, we generally will not have to pay U.S.
corporate-level federal income taxes on any ordinary income or capital
gains that we distribute to our stockholders as dividends. To continue to
maintain our RIC tax treatment, we must meet specified
source-of-income and asset diversification requirements and distribute
annually at least 90% of our ordinary income and realized net short-term
capital gains in excess of realized net long-term capital losses, if any. See
�Plan of Distribution� and �Certain U.S. Federal Income Tax Considerations�
in this prospectus.

Leverage We have historically and will in the future borrow funds to make
investments. As a result, we will be exposed to the risks of leverage,
which may be considered a speculative investment technique. The use of
leverage magnifies the potential for loss on amounts invested and
therefore increases the risks associated with investing in our securities. In
addition, the costs associated with our borrowings, including any
increase in the management fee payable to our investment adviser, Solar
Capital Partners, will be borne by our common stockholders.

Investment Advisory Fees We pay Solar Capital Partners a fee for its services under the Investment
Advisory and Management Agreement consisting of two components � a
base management fee and an incentive fee. The base management fee is
calculated at an annual rate of 1.75% of our gross assets, which includes
any borrowings for investment purposes. Effective January 1, 2018, the
annual rate for the base management fee changed from 2.00% to 1.75%.
The incentive fee consists of two parts. The first part is calculated and
payable quarterly in arrears and equals 20% of our �pre-incentive fee net
investment income� for the immediately preceding quarter, subject to a
preferred return, or �hurdle,� and a �catch up� feature. The second part is
determined and payable in arrears as of the end of each calendar year (or
upon termination of the Investment Advisory and Management
Agreement) in an amount equal to 20% of our realized capital gains, if
any, 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. See �Investment Advisory
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Administration Agreement We reimburse Solar Capital Management for the allocable portion of
overhead and other expenses incurred by Solar Capital Management in
performing its obligations under the Administration Agreement,

9
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including furnishing us with office facilities, equipment and clerical,
bookkeeping and record keeping services at such facilities, as well as
providing us with other administrative services. In addition, we
reimburse Solar Capital Management for the fees and expenses
associated with performing compliance functions, and our allocable
portion of the compensation of our chief compliance officer and our chief
financial officer and their respective staffs. See �Administration
Agreement� in this prospectus.

Trading Shares of closed-end investment companies frequently trade at a discount
to their net asset value. The risk that our shares may trade at a discount to
our net asset value is separate and distinct from the risk that our net asset
value per share may decline. We cannot predict whether our shares will
trade above, at or below net asset value.

License Agreement We have entered into a license agreement with Solar Capital Partners,
pursuant to which Solar Capital Partners has agreed to grant us a
non-exclusive license to use the name �Solar Capital.� See �License
Agreement� in this prospectus.

Dividend Reinvestment Plan 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� in this prospectus.

Certain Anti-Takeover Measures 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� in this prospectus.

Available Information We are required to file periodic reports, current reports, proxy statements
and other information with the SEC. This information is available at the
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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 1-800-SEC-0330. This information is also available
free of charge by contacting us at Solar Capital Ltd., 500 Park Avenue,
New York, NY 10022, by telephone at (212) 993-1670 or on our website
at http://www.solarcapltd.com.
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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 �Solar Capital,� or that �we� will pay fees or expenses, you will indirectly bear such fees or expenses as an
investor in Solar Capital Ltd.

Stockholder transaction expenses:
Sales load (as a percentage of offering price) �%(1)
Offering expenses (as a percentage of offering price) �%(2)
Dividend reinvestment plan expenses �%(3)

Total stockholder transaction expenses (as a percentage of offering price) �%(2)

Annual expenses (as a percentage of net assets attributable to common stock)(4):
Base management fee 2.60%(5)

Incentive fees payable under our Investment Advisory and Management Agreement (up to 20%) 1.93%(6)

Interest payments on borrowed funds 2.35%(7)

Acquired fund fees and expenses 0.61%(8)

Other expenses (estimated) 0.96%(9)

Total annual expenses 8.45%    
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 and have excluded performance-based incentive fees. See Note 7 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 $ 65 $ 193 $ 316 $ 609

(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.�
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(4) Annual Expenses are presented in this manner because common shareholders will bear all costs of running the
Company.

(5) Effective January 1, 2018, the annual rate that Solar Capital Partners charges the Company for the base
management fee changed from 2.00% to 1.75%. Our 1.75% base management fee under the Investment Advisory
and Management Agreement is based on our gross assets, which is defined as all the assets of Solar Capital,
excluding temporary assets, including those acquired using borrowings for investment purposes, and assumes our
gross assets remain consistent with gross assets for the fiscal year ended December 31, 2017. See �Investment
Advisory and Management Agreement.�
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(6) Assumes that annual incentive fees earned by our investment adviser, Solar Capital Partners, remain consistent
with the incentive fees earned by Solar Capital Partners for the fiscal year ended December 31, 2017, adjusted for
the reduction in the base management fee to 1.75%. The incentive fee consists of two parts:

The first part, which is payable quarterly in arrears, equals 20% of the excess, if any, of our �Pre-Incentive Fee Net
Investment Income� that exceeds a 1.75% quarterly (7.00% annualized) hurdle rate, which we refer to as the Hurdle,
subject to a �catch-up� provision measured at the end of each calendar quarter. The first part of the incentive fee is
computed and paid on income that may include interest that is accrued but not yet received in cash. The operation of
the first part of the incentive fee for each quarter is as follows:

� no incentive fee is payable to our investment adviser in any calendar quarter in which our Pre-Incentive Fee
Net Investment Income does not exceed the Hurdle of 1.75%;

� 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 but is less than 2.1875%
in any calendar quarter (8.75% annualized) is payable to our investment adviser. We refer to this
portion of our Pre-Incentive Fee Net Investment Income (which exceeds the Hurdle but is less than
2.1875%) as the �catch-up.� The �catch-up� is meant to provide our investment adviser with 20% of
our Pre-Incentive Fee Net Investment Income, as if a Hurdle did not apply when our Pre-Incentive
Fee Net Investment Income exceeds 2.1875% in any calendar quarter; and

� 20% of the amount of our Pre-Incentive Fee Net Investment Income, if any, that exceeds 2.1875% in any
calendar quarter (8.75% annualized) is payable to our investment adviser (once the Hurdle is reached and the
catch-up is achieved, 20% of all Pre-Incentive Fee Investment Income thereafter is allocated to our
investment adviser).

The second part of the incentive fee equals 20% of our �Incentive Fee Capital Gains,� if any, which equals 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 part of the incentive fee is payable, in arrears, at the end of each calendar
year (or upon termination of the Investment Advisory and Management Agreement, as of the termination date). For a
more detailed discussion of the calculation of this fee, see �Investment Advisory and Management Agreement.�

(7) We have historically and will in the future 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 our outstanding
borrowings are indirectly born by our investors. For purposes of this section, we have computed interest expense
using the average balance outstanding for all borrowings during the fiscal year ended December 31, 2017. We
used the London Interbank Offered Rate (�LIBOR�) rate on December 31, 2017 and the interest rate on the Credit
Facility, the 2023 Unsecured Notes, the 2022 Unsecured Notes and the 2022 Tranche C Notes on December 31,
2017. We have also included the estimated amortization of fees incurred in establishing the Credit Facility, the
2023 Unsecured Notes, the 2022 Unsecured Notes and the 2022 Tranche C Notes as of December 31, 2017.
Additionally, we included the estimated cost of commitment fees for unused balances on the Credit Facility. As
of December 31, 2017, we had $295.6 million outstanding under the Credit Facility, and we had $75 million,
$150 million and $21 million outstanding under the 2023 Unsecured Notes, the 2022 Unsecured Notes and the
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2022 Tranche C Notes, respectively. We may also issue preferred stock, subject to our compliance with
applicable requirements under the 1940 Act.

(8) The holders of shares of our common stock indirectly bear the expenses of our investments in Senior Secured
Unitranche Loan Program LLC (�SSLP�) and Senior Secured Unitranche Loan Program II LLC (�SSLP II�). No
management fee is charged on our investments in SSLP and SSLP II in connection with the administrative
services provided to SSLP and SSLP II. Future expenses for SSLP and SSLP II may be substantially higher or
lower because certain expenses may fluctuate over time.
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(9) �Other expenses� are based on estimated amounts for the current fiscal year, which considers the amounts incurred
for the fiscal year ended December 31, 2017 and include our overhead expenses, including payments under our
Administration Agreement based on our allocable portion of overhead and other expenses incurred by Solar
Capital Management in performing its obligations under the Administration Agreement. See �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
incentive fee under the Investment Advisory and Management Agreement, which, assuming a 5% annual return,
would either not be payable or would have an insignificant impact on the expense amounts shown above, is not
included in the example. This illustration assumes that we will not realize any capital gains (computed net of all
realized capital losses and unrealized capital depreciation) in any of the indicated time periods. If we achieve
sufficient returns on our investments, including through the realization of capital gains, to trigger an incentive fee of a
material amount, our expenses and returns to our investors would be higher. For example, if we assumed that we
received our 5% annual return completely in the form of net realized capital gains on our investments, computed net
of all cumulative unrealized depreciation on our investments, the projected dollar amount of total cumulative expenses
set forth in the above illustration would be as follows:

1 Year 3 Years 5 Years 10 Years
You would pay the following expenses on a $1,000 investment,
assuming a 5% annual return $ 75 $ 220 $ 358 $ 672
In addition, the example assumes no sales load. Also, while the example assumes reinvestment of all distributions at
net asset value, 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 market price per
share of our common stock at the close of trading on the distribution payment date, which may be at, above or below
net asset value unless the company makes open market purchases and the shares received will be determined based on
the average price paid by our agent, plus commissions. See �Dividend Reinvestment Plan� for additional information
regarding our dividend reinvestment plan.
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SELECTED FINANCIAL AND OTHER DATA

The selected financial and other data below should be read in conjunction with our �Management�s Discussion and
Analysis of Financial Condition and Results of Operations� and the consolidated financial statements and notes thereto.
Financial information is presented for the fiscal years ended December 31, 2017, 2016, 2015, 2014 and 2013.
Financial information for the periods ending December 31, 2017, 2016, 2015, 2014, and 2013 has been derived from
our consolidated financial statements that were audited by KPMG LLP (�KPMG�), an independent registered public
accounting firm. See �Management�s Discussion and Analysis of Financial Condition and Results of Operations� and
�Senior Securities� below for more information.

($ in thousands, except

per share data)               

Year ended
December 31,

2017

Year ended
December 31,

2016

Year ended
December 31,

2015

Year ended
December 31,

2014

Year ended
December 31,

2013
Income statement data:
Total investment income $ 143,338 $ 151,839 $ 115,560 $ 121,937 $ 163,593
Net expenses $ 74,975 $ 80,738 $ 51,204 $ 55,230 $ 78,658
Net investment income $ 68,363 $ 71,101 $ 64,356 $ 66,707 $ 84,935
Net realized gain (loss) $ (12,015) $ 776 $ (4,874) $ (36,840) $ (44,425) 
Net change in unrealized gain
(loss). $ 14,082 $ 34,938 $ (45,402) $ 18,585 $ 34,800
Net increase in net assets
resulting from operations $ 70,430 $ 106,815 $ 14,080 $ 48,452 $ 75,310
Per share data(1):
Net investment income $ 1.62 $ 1.68 $ 1.52 $ 1.56 $ 1.91
Net realized and unrealized
gain (loss) $ 0.05 $ 0.84 $ (1.18) $ (0.43) $ (0.22) 
Dividends and distributions
declared $ 1.60 $ 1.60 $ 1.60 $ 1.60 $ 2.00

As of
December 31,

2017

As of
December

31,
2016

As of
December

31,
2015

As of
December

31,
2014

As of
December

31,
2013

Balance sheet data:
Total investment portfolio $ 1,461,170 $ 1,304,778 $ 1,312,591 $ 1,020,738 $ 1,088,399
Cash and cash equivalents $ 150,789 $ 312,046 $ 277,570 $ 635,340 $ 586,979
Total assets $ 1,641,565 $ 1,650,547 $ 1,620,300 $ 1,686,334 $ 1,708,442
Debt $ 541,600 $ 390,200 $ 432,900 $ 225,000 $ 225,000
Net assets $ 921,605 $ 918,507 $ 882,698 $ 936,568 $ 995,637
Per share data:
Net asset value per share $ 21.81 $ 21.74 $ 20.79 $ 22.05 $ 22.50
Other data (unaudited):
Total return(2) 4.5% 37.5% (0.3%) (13.6%) 2.8% 
Number of portfolio
companies at period end 93 63 54 43 40
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(1) The per-share calculations are based on weighted average shares of 42,257,692, 42,258,143, 42,465,158,
42,888,232 and 44,571,118 for the years ended December 31, 2017, 2016, 2015, 2014 and 2013, respectively.

(2) Total return is based on the change in market price per share during the year and takes into account dividends, if
any, reinvested in accordance with the dividend reinvestment plan. Total return does not include a sales load.
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Selected Quarterly Financial Data (Unaudited)

(in thousands, except per share data)

The following tables set forth certain quarterly financial information for each of the quarters for the fiscal years ended
December 31, 2017 and 2016. This information was derived from our unaudited consolidated financial statements.
Results for any quarter are not necessarily indicative of results for the past fiscal year or for any future quarter.

2017
Q4 Q3 Q2 Q1

Total investment income $ 38,911 $ 36,147 $ 33,888 $ 34,392
Net investment income $ 18,640 $ 17,315 $ 16,079 $ 16,330
Net realized and unrealized gain (loss) on assets $ (1,314) $ (152) $ 2,704 $ 828
Net increase (decrease) in net assets resulting from operations $ 17,326 $ 17,163 $ 18,783 $ 17,158
Earnings (loss) per share(1) $ 0.41 $ 0.41 $ 0.44 $ 0.41
Net asset value per share at the end of the quarter(2) $ 21.81 $ 21.80 $ 21.79 $ 21.75

2016
Q4 Q3 Q2 Q1

Total investment income $ 36,638 $ 39,798 $ 41,369 $ 34,033
Net investment income $ 17,648 $ 17,004 $ 19,533 $ 16,915
Net realized and unrealized gain (loss) on assets $ 195 $ 8,615 $ 15,642 $ 11,262
Net increase (decrease) in net assets resulting from operations $ 17,843 $ 25,619 $ 35,175 $ 28,177
Earnings (loss) per share(3) $ 0.42 $ 0.61 $ 0.83 $ 0.67
Net asset value per share at the end of the quarter(4) $ 21.74 $ 21.72 $ 21.51 $ 21.08

(1) Based on 42,248,525, 42,260,420, 42,260,826 and 42,260,826 weighted average shares of Solar Capital Ltd.
outstanding during first, second, third and fourth quarters of 2017, respectively.

(2) Based on 42,248,525, 42,260,826, 42,260,826 and 42,260,826 shares of Solar Capital Ltd. outstanding during
first, second, third and fourth quarters of 2017, respectively.

(3) Based on 42,287,207, 42,248,525, 42,248,525 and 42,248,525 weighted average shares of Solar Capital Ltd.
outstanding during first, second, third and fourth quarters of 2016, respectively.

(4) Based on 42,248,525, 42,248,525, 42,248,525 and 42,248,525 shares of Solar Capital Ltd. outstanding during
first, second, third and fourth quarters of 2016, respectively.
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RISK FACTORS

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. If any of
the following events occur, our business, financial condition and results of operations could be materially adversely
affected. In such case, our net asset value and the trading price of our common stock could decline or the value of our
preferred stock, debt securities, subscription rights or warrants may decline, and you may lose all or part of your
investment.

Risks Related to Our Investments

We operate in a highly competitive market for investment opportunities.

A number of entities compete with us to make the types of investments that we target in leveraged companies. We
compete with other BDCs, public and private funds, commercial and investment banks, commercial financing
companies and, to the extent they provide an alternative form of financing, private equity funds. Many of our
competitors are substantially larger and have considerably greater financial, technical and marketing resources than
we do. For example, some competitors may have a lower cost of 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 than
we have, which could allow them to consider a wider variety of investments and establish more relationships and offer
better pricing and a more flexible structure than we are able to do. Furthermore, many of our potential competitors are
not subject to the regulatory restrictions that the 1940 Act imposes on us as a BDC. If we are unable to source
attractive investments, we may hold a greater percentage of our assets in cash and cash equivalents than anticipated,
which could impact potential returns on our portfolio. 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 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.

Participants in our industry compete on several factors, including price, flexibility in transaction structure, customer
service, reputation, market knowledge and speed in decision-making. We do not seek to compete primarily based on
the interest rates we will offer, and we believe that some of our competitors may make loans with interest rates that
will be 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. However, if we match our competitors� pricing, terms and structure, we may
experience decreased net interest income and increased risk of credit loss.

Our investments are very risky and highly speculative.

We invest primarily in senior secured term loans, stretch-senior loans unitranche loans, mezzanine loans and preferred
securities, and select equity investments issued by leveraged companies.

Senior Secured Loans. When we make a senior secured term loan investment, including stretch-senior and unitranche
loan investments, in a portfolio company, we generally take a security interest in the available assets of the portfolio
company, including the equity interests of its subsidiaries, which we expect to help mitigate the risk that we will not
be repaid. However, there is a risk that the collateral securing our loans may decrease in value over time, 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
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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.
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Mezzanine Loans and Preferred Securities. Our mezzanine and preferred investments are generally subordinated to
senior loans and are generally unsecured. As such, other creditors may rank senior to us in the event of an insolvency.
This may result in an above average amount of risk and loss of principal.

Equity Investments. When we invest in senior secured loans, stretch-senior loans, unitranche loans, mezzanine loans
or preferred securities, we may acquire common equity securities as well. In addition, we may invest directly in the
equity securities of portfolio companies. Our goal is ultimately to exit 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.

In addition, investing in middle-market companies involves a number of significant risks, including:

� these 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 us realizing any guarantees we may have obtained in connection with our
investment;

� 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;

� they 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;

� they 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 our investment adviser may, in the
ordinary course of business, be named as defendants in litigation arising from our investments in the
portfolio companies; and

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

The lack of liquidity in our investments may make it difficult for us to dispose of our investments at a favorable
price, which may adversely affect our ability to meet our investment objectives.

We generally make investments in private companies. We invest and expect to continue investing in companies whose
securities have no established trading market and whose securities are and will be subject to legal and other
restrictions on resale or whose securities are and will be less liquid than are publicly-traded securities. Investments
purchased by us that are liquid at the time of purchase may subsequently become illiquid due to events relating to the
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issuer of the investments, market events, economic conditions or investor perceptions. 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 have
previously recorded our investments. As a result, we do not expect to achieve liquidity in our investments in the
near-term. However, to maintain our qualification as a BDC and as a RIC, we may have to dispose of investments if
we do not satisfy one or more of the applicable criteria under the respective regulatory frameworks. Domestic and
foreign markets are complex and interrelated, so that events in one sector of the world markets or economy, or in one
geographical region, can reverberate and have materially negative consequences for other markets, economic or
regional sectors in a manner that may not be foreseen and which may negatively impact the liquidity of our
investments and materially harm our business. In addition, we may face other restrictions on our ability to liquidate an
investment in a portfolio company to the extent that we have material non-public information regarding such portfolio
company.
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Our portfolio may be concentrated in a limited number of portfolio companies and industries, which will subject us
to a risk of significant loss if any of these companies performs poorly or defaults on its obligations under any of its
debt instruments or if there is a downturn in a particular industry.

Our portfolio may be concentrated in a limited number of portfolio companies and industries. Beyond the asset
diversification requirements associated with our qualification as a RIC under Subchapter M of the Code, we do not
have fixed guidelines for diversification, and while we are not targeting any specific industries, our investments may
be concentrated in relatively few industries or portfolio companies. As a result, the aggregate returns we realize may
be significantly adversely affected if a small number of investments perform poorly or if we need to write down the
value of any one investment. Additionally, a downturn in any particular industry in which we are invested could also
significantly impact the aggregate returns we realize.

Our investments in securities rated below investment grade are speculative in nature and are subject to additional
risk factors such as increased possibility of default, illiquidity of the security, and changes in value based on
changes in interest rates.

The securities that we invest in are typically rated below investment grade. Securities rated below investment grade
are often referred to as �leveraged loans,� �high yield� or �junk� securities, and may be considered �high risk� compared to
debt instruments that are rated investment grade. High yield securities are regarded as having predominantly
speculative characteristics with respect to the issuer�s capacity to pay interest and repay principal in accordance with
the terms of the obligations and involve major risk exposure to adverse conditions. In addition, high yield securities
generally offer a higher current yield than that available from higher grade issues, but typically involve greater risk.
These securities are especially sensitive to adverse changes in general economic conditions, to changes in the financial
condition of their issuers and to price fluctuation in response to changes in interest rates. During periods of economic
downturn or rising interest rates, issuers of below investment grade instruments may experience financial stress that
could adversely affect their ability to make payments of principal and interest and increase the possibility of default.
The secondary market for high yield securities may not be as liquid as the secondary market for more highly rated
securities. In addition, many of our debt investments will not fully amortize during their lifetime, which could result in
a loss or a substantial amount of unpaid principal and interest due upon maturity.

Price declines and illiquidity in the corporate debt markets have adversely affected, and may continue to adversely
affect, the fair value of our portfolio investments, reducing our net asset value through increased net unrealized
depreciation. Any unrealized depreciation that we experience on our loan portfolio may be an indication of future
realized losses, which could reduce our income available for distribution and could adversely affect our ability to
service our outstanding borrowings.

As a BDC, we are required to carry our investments at market value or, if no market value is ascertainable, at fair
value as determined in good faith by or under the direction of our board of directors. Decreases in the market values or
fair values of our investments are recorded as unrealized depreciation. Any unrealized depreciation in our loan
portfolio could be an indication of a portfolio company�s inability to meet its repayment obligations to us with respect
to the affected loans. This could result in realized losses in the future and ultimately in reductions of our income
available for distribution in future periods and could materially adversely affect our ability to service our outstanding
borrowings. Depending on market conditions, we could incur substantial losses in future periods, which could further
reduce our net asset value and have a material adverse impact on our business, financial condition and results of
operations.

Global economic, political and market conditions may adversely affect our business, results of operations and
financial condition, including our revenue growth and profitability.
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the U.S. and worldwide financial markets, and may cause economic uncertainties or deterioration in the United States
and worldwide. The U.S. and global capital markets experienced extreme volatility and disruption during the
economic downturn that began in mid-2007, and the U.S. economy was in a recession for several consecutive calendar
quarters during the same period. In 2010, a financial crisis emerged in Europe, triggered by high budget deficits and
rising direct and contingent sovereign debt, which created concerns about the ability of certain nations to continue to
service their sovereign debt obligations. Risks resulting from such debt crisis, including any austerity measures taken
in exchange for bailout of certain nations, and any future debt crisis in Europe or any similar crisis elsewhere could
have a detrimental impact on the global economic recovery, sovereign and non-sovereign debt in certain countries and
the financial condition of financial institutions generally. In June 2016, the United Kingdom held a referendum in
which voters approved an exit from the European Union (�Brexit�) and, subsequently, on March 29, 2017, the U.K.
government began the formal process of leaving the European Union, which is set to occur on March 29, 2019. Brexit
created political and economic uncertainty and instability in the global markets (including currency and credit
markets), and especially in the United Kingdom and the European Union, and this uncertainty and instability may last
indefinitely. Because of the election results of the U.K. in June 2017, there is increased uncertainty on the timing of
Brexit. There is continued concern about national-level support for the Euro and the accompanying coordination of
fiscal and wage policy among European Economic and Monetary Union member countries. In addition, the fiscal and
monetary policies of foreign nations, such as Russia and China, may have a severe impact on the worldwide and U.S.
financial markets.

As a result of the 2016 U.S. election, the Republican Party currently controls both the executive and legislative
branches of government, which increases the likelihood that legislation may be adopted that could significantly affect
the regulation of U.S. financial markets. Areas subject to potential change, amendment or repeal include the
Dodd-Frank Wall Street Reform and Consumer Protection Act and the authority of the Federal Reserve and the
Financial Stability Oversight Council. The United States may also potentially withdraw from or renegotiate various
trade agreements and take other actions that would change current trade policies of the United States. We cannot
predict which, if any, of these actions will be taken or, if taken, their effect on the financial stability of the United
States. Such actions could have a significant adverse effect on our business, financial condition and results of
operations. We cannot predict the effects of these or similar events in the future on the U.S. economy and securities
markets or on our investments. We monitor developments and seek to manage our investments in a manner consistent
with achieving our investment objective, but there can be no assurance that we will be successful in doing so.

Volatility or a prolonged disruption in the credit markets could materially damage our business.

We are required to record our assets at fair value, as determined in good faith by our board of directors, in accordance
with our valuation policy. As a result, volatility in the capital markets may have a material adverse effect on our
valuations and our net asset value, even if we hold investments to maturity. Volatility or dislocation in the capital
markets may depress our stock price below our net asset value per share and create a challenging environment in
which to raise equity and debt capital. 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 have to access, if
available, alternative markets for debt and equity capital. Equity capital may be difficult to raise because, subject to
some limited exceptions which apply to us, as a BDC we are generally not able to issue additional shares of our
common stock at a price less than net asset value without first obtaining approval for such issuance from our
stockholders and our independent directors. At our 2017 Annual Stockholders Meeting, our stockholders approved our
ability to sell or otherwise issue shares of our common stock, not exceeding 25% of our then outstanding common
stock immediately prior to each such offering, at a price or prices below the then current net asset value per share, in
each case subject to the approval of our board of directors and compliance with the conditions set forth in the proxy
statement pertaining thereto, during a period beginning on May 17, 2017 and expiring on the earlier of the one-year
anniversary of the date of the 2017 Annual Stockholders Meeting and the date of our 2018 Annual Stockholders
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initial public offering on February 9, 2010, we have not sold any shares of our common stock in an offering that
resulted in proceeds to us of less than our then current net asset value per share. Any offering of our common stock
that requires stockholder approval must occur, if at all, within one year after receiving such stockholder approval. In
addition,
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our ability to incur indebtedness (including by issuing preferred stock) is limited by applicable regulations such that
our asset coverage, as defined in the 1940 Act, must equal at least 200% immediately after each time we incur
indebtedness. 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. Any inability to raise capital could have a negative effect on our business, financial condition
and results of operations.

Additionally, our ability to incur indebtedness is limited by the asset coverage ratio for a BDC, as defined under the
1940 Act. Declining portfolio values negatively impact our ability to borrow additional funds because our net asset
value is reduced for purposes of the asset coverage ratio. If the fair value of our assets declines substantially, we may
fail to maintain the asset coverage ratio stipulated by the 1940 Act, which could, in turn, cause us to lose our status as
a BDC and materially impair our business operations. A lengthy disruption in the credit markets could also materially
decrease demand for our investments.

The significant disruption in the capital markets experienced in the past has had, and may in the future have, a
negative effect on the valuations of our investments and on the potential for liquidity events involving our
investments. The debt capital that may be available to us in the future may be at a higher cost and have less favorable
terms and conditions than those currently in effect. If our financing costs increase and we have no increase in interest
income, then our net investment income will decrease. A prolonged inability to raise capital may require us to reduce
the volume of investments we originate and could have a material adverse impact on our business, financial condition
and results of operations. This may also increase the probability that other structural risks negatively impact us. These
situations may arise due to circumstances that we may be unable to control, such as a lengthy disruption in the credit
markets, a severe decline in the value of the U.S. dollar, a sharp economic downturn or recession or an operational
problem that affects third parties or us, and could materially damage our business, financial condition and results of
operations.

If we cannot obtain additional capital because of either regulatory or market price constraints, we could be forced
to curtail or cease our new lending and investment activities, our net asset value could decrease and our level of
distributions and liquidity could be affected adversely.

Our ability to secure additional financing and satisfy our financial obligations under indebtedness outstanding from
time to time will depend upon our future operating performance, which is subject to the prevailing general economic
and credit market conditions, including interest rate levels and the availability of credit generally, and financial,
business and other factors, many of which are beyond our control. The worsening of current economic and capital
market conditions could have a material adverse effect on our ability to secure financing on favorable terms, if at all.

If we are unable to obtain debt capital, then our equity investors will not benefit from the potential for increased
returns on equity resulting from leverage to the extent that our investment strategy is successful and we may be
limited in our ability to make new commitments or fundings to our portfolio companies.

Uncertainty relating to the LIBOR calculation process may adversely affect the value of our portfolio of the
LIBOR-indexed, floating-rate debt securities.

In the recent past, concerns have been publicized that some of the member banks surveyed by the British Bankers�
Association (�BBA�) in connection with the calculation of LIBOR across a range of maturities and currencies may have
been under-reporting or otherwise manipulating the inter-bank lending rate applicable to them in order to profit on
their derivatives positions or to avoid an appearance of capital insufficiency or adverse reputational or other
consequences that may have resulted from reporting inter-bank lending rates higher than those they actually
submitted. A number of BBA member banks have entered into settlements with their regulators and law enforcement
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Actions by the BBA, regulators or law enforcement agencies may result in changes to the manner in which LIBOR is
determined. Uncertainty as to the nature of such potential changes may adversely affect the market for

20

Edgar Filing: Solar Capital Ltd. - Form N-2

Table of Contents 47



Table of Contents

LIBOR-based securities, including our portfolio of LIBOR-indexed, floating-rate debt securities. 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 LIBOR-based securities or the
value of our portfolio of LIBOR-indexed, floating-rate debt securities. For example, on July 27, 2017, the U.K.
Financial Conduct Authority announced that it intends to stop compelling banks to submit LIBOR rates after 2021. At
this time, it is not possible to predict the effect of any such changes, any establishment of alternative reference rates or
any other reforms to LIBOR that may be enacted in the United Kingdom or elsewhere. The elimination of LIBOR or
any other changes or reforms to the determination or supervision of LIBOR could have an adverse impact on the
market for or value of any LIBOR-linked securities, loans, and other financial obligations or extensions of credit held
by or due to us or on our overall financial condition or results of operations.

Economic recessions or downturns could impair the ability of our portfolio companies to repay loans and harm our
operating results.

Many of our portfolio companies may be susceptible to economic slowdowns or recessions and may be unable to
repay our loans during these periods. Therefore, our non-performing assets may increase and the value of our portfolio
may decrease during these periods as we are required to record the values of our investments. Adverse economic
conditions also may decrease the value of collateral securing some of our loans and the value of our equity
investments at fair value. Economic slowdowns or recessions could lead to financial losses in our portfolio and a
decrease in revenues, net income and assets. Unfavorable economic conditions also could increase our funding costs,
limit our access to the capital markets or result in a decision by lenders not to extend credit to us. These events could
prevent us from increasing investments and result in our receipt of a reduced level of interest income from our
portfolio companies and/or losses or charge offs related to our investments, and, in turn, may adversely affect
distributable income and have a material adverse effect on our results of operations.

A portfolio company�s failure to satisfy financial or operating covenants imposed by us or other lenders could lead to
defaults and, potentially, acceleration of the time when the loans are due and foreclosure on its secured assets, which
could trigger cross-defaults under other agreements and jeopardize the portfolio company�s ability to meet its
obligations under the debt that we hold. We may incur additional expenses to the extent necessary to seek recovery
upon default or to negotiate new terms with a defaulting portfolio company. In addition, if one of our portfolio
companies were to go bankrupt, depending on the facts and circumstances, including the extent to which we actually
provided significant managerial assistance to that portfolio company, a bankruptcy court might re-characterize our
debt holdings and subordinate all or a portion of our claim to that of other creditors.

These portfolio companies may face intense competition, including competition from companies with greater financial
resources, more extensive research and development, manufacturing, marketing and service capabilities and greater
number of qualified and experienced managerial and technical personnel. They may need additional financing that
they are unable to secure and that we are unable or unwilling to provide, or they may be subject to adverse
developments unrelated to the technologies they acquire.

We may suffer a loss if a portfolio company defaults on a loan and the underlying collateral is not sufficient.

In the event of a default by a portfolio company on a secured loan, we will only have recourse to the assets
collateralizing the loan. If the underlying collateral value is less than the loan amount, we will suffer a loss. In
addition, we sometimes make loans that are unsecured, which are subject to the risk that other lenders may be directly
secured by the assets of the portfolio company. In the event of a default, those collateralized lenders would have
priority over us with respect to the proceeds of a sale of the underlying assets. In cases described above, we may lack
control over the underlying asset collateralizing our loan or the underlying assets of the portfolio company prior to a
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In the event of bankruptcy of a portfolio company, we may not have full recourse to its assets in order to satisfy our
loan, or our loan may be subject to equitable subordination. In addition, certain of our loans are subordinate to other
debt of the portfolio company. If a portfolio company defaults on our loan or on debt senior to our loan, or in the event
of a portfolio company bankruptcy, our loan will be satisfied only after the senior debt receives payment. Where debt
senior to our loan exists, the presence of inter-creditor arrangements may limit our ability to amend our loan
documents, assign our loans, accept prepayments, exercise our remedies (through �standstill� periods) and control
decisions made in bankruptcy proceedings relating to the portfolio company. Bankruptcy and portfolio company
litigation can significantly increase collection losses and the time needed for us to acquire the underlying collateral in
the event of a default, during which time the collateral may decline in value, causing us to suffer further losses.

If the value of collateral underlying our loan declines or interest rates increase during the term of our loan, a portfolio
company may not be able to obtain the necessary funds to repay our loan at maturity through refinancing. Decreasing
collateral value and/or increasing interest rates may hinder a portfolio company�s ability to refinance our loan because
the underlying collateral cannot satisfy the debt service coverage requirements necessary to obtain new financing. If a
borrower is unable to repay our loan at maturity, we could suffer a loss which may adversely impact our financial
performance.

The business, financial condition and results of operations of our portfolio companies could be adversely affected
by worldwide economic conditions, as well as political and economic conditions in the countries in which they
conduct business.

The business and operating results of our portfolio companies may be impacted by worldwide economic conditions.
Although the U.S. economy has in recent years shown signs of recovery from the 2008�2009 global recession, the
strength and duration of any economic recovery will be impacted by worldwide economic growth. For instance,
concerns of economic slowdown in China and other emerging markets and signs of deteriorating sovereign debt
conditions in Europe could lead to disruption and instability in the global financial markets. The significant debt in the
United States and European countries is expected to hinder growth in those countries for the foreseeable future. In the
future, the U.S. government may not be able to meet its debt payments unless the federal debt ceiling is raised. If
legislation increasing the debt ceiling is not enacted, as needed, and the debt ceiling is reached, the U.S. federal
government may stop or delay making payments on its obligations, which could negatively impact the U.S. economy
and our portfolio companies. Multiple factors relating to the international operations of some of our portfolio
companies and to particular countries in which they operate could negatively impact their business, financial condition
and results of operations.

Some of the products of our portfolio companies are developed, manufactured, assembled, tested or marketed outside
the United States. Any conflict or uncertainty in these countries, including due to natural disasters, public health
concerns, political unrest or safety concerns, could harm their business, financial condition and results of operations.
In addition, if the government of any country in which their products are developed, manufactured or sold sets
technical or regulatory standards for products developed or manufactured in or imported into their country that are not
widely shared, it may lead some of their customers to suspend imports of their products into that country, require
manufacturers or developers in that country to manufacture or develop products with different technical or regulatory
standards and disrupt cross-border manufacturing, marketing or business relationships which, in each case, could harm
their businesses.

Our failure to make follow-on investments in our portfolio companies could impair the value of our portfolio.

Following an initial investment in a portfolio company, we may make additional investments in that portfolio
company as �follow-on� investments, in order to: (i) increase or maintain in whole or in part our ownership percentage;
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make follow-on investments or otherwise lack sufficient funds to make those investments. We will have the discretion
to make any follow-on investments, subject to the availability of capital resources. The 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 a follow-on investment
because we may not want to increase our concentration of risk, either because we prefer other opportunities or because
we are subject to BDC requirements that would prevent such follow-on investments or the desire to maintain our RIC
tax treatment.

Where we do not hold controlling equity interests in our portfolio companies, we may not be in a position to
exercise control over our portfolio companies or to prevent decisions by management of our portfolio companies
that could decrease the value of our investments.

Although we hold controlling equity positions in some of our portfolio companies, we do not currently hold
controlling equity positions in the majority of our portfolio companies. As a result, we are subject to the risk that a
portfolio company in which we do not have a controlling interest may make business decisions with which we
disagree, and that the management and/or stockholders of such portfolio company may take risks or otherwise act in
ways that are adverse to our interests. Due to the lack of liquidity of the debt and equity investments that we typically
hold in our portfolio companies, we may not be able to dispose of our investments in the event we disagree with the
actions of a portfolio company and may therefore suffer a decrease in the value of our investments.

Prepayments of our debt investments by our portfolio companies could adversely impact our results of operations
and reduce our return on equity.

We are subject to the risk that the investments we make in our portfolio companies may be prepaid prior to maturity.
When this occurs, we may reduce our borrowings outstanding or reinvest these proceeds in temporary investments,
pending their future investment in new portfolio companies. These temporary investments, if any, will typically have
substantially lower yields than the debt investment being prepaid and we could experience significant delays in
reinvesting these amounts. Any future investment in a new portfolio company may also be at lower yields than the
debt investment that was prepaid. As a result, our results of operations could be materially adversely affected if one or
more of our portfolio companies elect to prepay amounts owed to us. Additionally, prepayments could negatively
impact our return on equity, which could result in a decline in the market price of our common stock.

We may choose to waive or defer enforcement of covenants in the debt securities held in our portfolio, which may
cause us to lose all or part of our investment in these companies.

We structure the debt investments in our portfolio companies to include business and financial covenants placing
affirmative and negative obligations on the operation of the company�s business and its financial condition. However,
from time to time we may elect to waive breaches of these covenants, including our right to payment, or waive or
defer enforcement of remedies, such as acceleration of obligations or foreclosure on collateral, depending upon the
financial condition and prospects of the particular portfolio company. These actions may reduce the likelihood of our
receiving the full amount of future payments of interest or principal and be accompanied by a deterioration in the
value of the underlying collateral as many of these companies may have limited financial resources, may be unable to
meet future obligations and may go bankrupt. This could negatively impact our ability to pay distributions, could
adversely affect our results of operation and financial condition and cause the loss of all or part of your investment.

Our loans could be subject to equitable subordination by a court which would increase our risk of loss with respect
to such loans.
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engaged in unfair, inequitable or fraudulent conduct. The courts have also applied the doctrine of equitable
subordination when a lender or its affiliates is found to have exerted inappropriate control over a client, including
control resulting from the ownership of equity interests in a client. We have made direct equity investments or
received warrants in connection with loans. Payments on one or more of our loans, particularly a loan to a client in
which we may also hold an equity interest, may be subject to claims of equitable subordination. If we were deemed to
have the ability to control or otherwise exercise influence over the business and affairs of one or more of our portfolio
companies resulting in economic hardship to other creditors of that company, this control or influence may constitute
grounds for equitable subordination and a court may treat one or more of our loans as if it were unsecured or common
equity in the portfolio company. In that case, if the portfolio company were to liquidate, we would be entitled to
repayment of our loan on a pro-rata basis with other unsecured debt or, if the effect of subordination was to place us at
the level of common equity, then on an equal basis with other holders of the portfolio company�s common equity only
after all of its obligations relating to its debt and preferred securities had been satisfied.

An investment strategy focused primarily on privately held companies presents certain challenges, including the
lack of available information about these companies, a dependence on the talents and efforts of only a few key
portfolio company personnel and a greater vulnerability to economic downturns.

We invest primarily in privately held companies. Generally, little public information exists about these companies,
and we are required to rely on the ability of Solar Capital Partners� investment professionals 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. Also, smaller privately held companies frequently have less diverse product lines and
smaller market presence than larger competitors. These factors could adversely affect our investment returns as
compared to companies investing primarily in the securities of public companies.

Our portfolio companies may incur debt that ranks equally with, or senior to, our investments in such companies.

We invest primarily in senior secured loans, stretch-senior loans, unitranche loans, mezzanine loans, preferred
securities, and equity securities issued by our portfolio companies. Our portfolio companies typically have, or may be
permitted to incur, other debt that ranks equally with, or senior to, the debt securities in which we invest. By their
terms, such debt instruments may provide that the holders are entitled to receive payment of interest or principal on or
before the dates on which we are entitled to receive payments in respect of the debt securities in which we invest.
Also, in the event of insolvency, liquidation, dissolution, reorganization or bankruptcy of a portfolio company, holders
of debt instruments ranking senior to our investment in that portfolio company would typically be entitled to receive
payment in full before we receive any distribution in respect of our investment. After repaying such senior creditors,
such portfolio company may not have any remaining assets to use for repaying its obligation to us. In the case of debt
ranking equally with debt securities in which we invest, we would have to share on an equal basis any distributions
with other creditors holding such debt in the event of an insolvency, liquidation, dissolution, reorganization or
bankruptcy of the relevant portfolio company. Any such limitations on the ability of our portfolio companies to make
principal or interest payments to us, if at all, may reduce our net asset value and have a negative material adverse
impact to our business, financial condition and results of operation.

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

Our investment strategy contemplates potential investments in debt 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
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case in the United States, higher transaction costs, less government supervision of exchanges, brokers and issuers, less
developed bankruptcy laws, difficulty in enforcing contractual obligations, lack of uniform accounting and auditing
standards and greater price volatility.

Although most of our investments will be U.S. dollar-denominated, any investments denominated in a foreign
currency will be subject to the risk that the value of a particular currency will change in relation to one or more other
currencies. 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.

We may expose ourselves to risks if we engage in 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 transactions may also limit the opportunity
for gain if the values of the underlying portfolio positions should increase. 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.

The success of our hedging transactions will depend on our ability to correctly predict movements in currencies and
interest rates. Therefore, while we may enter into such 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 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. To the extent we engage in hedging transactions, we also face the risk that counterparties to the
derivative instruments we hold may default, which may expose us to unexpected losses from positions where we
believed that our risk had been appropriately hedged.

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

Although in the past our senior investment professionals held senior positions at a number of investment firms, their
track record and achievements are not necessarily indicative of future results that will be achieved by our investment
adviser. In their roles at such other firms, our senior investment professionals were part of investment teams, and they
were not solely responsible for generating investment ideas. In addition, such investment teams arrived at investment
decisions by consensus.
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Risks Relating to an Investment in Our Securities

Our shares may trade at a substantial discount from net asset value and may continue to do so over the long term.

Shares of BDCs may trade at a market price that is less than the net asset value that is attributable to those shares. The
possibility that our shares of common stock will trade at a substantial discount from net asset value over the long term
is separate and distinct from the risk that our net asset value will decrease. We cannot predict whether shares of our
common stock will trade above, at or below our net asset value in the future. If our common stock trades below its net
asset value, we will generally not be able to issue additional shares or sell our common stock at its market price
without first obtaining the approval for such issuance from our stockholders and our independent directors. At our
2017 Annual Stockholders Meeting, our stockholders approved our ability to sell or otherwise issue shares of our
common stock, not exceeding 25% of our then outstanding common stock immediately prior to each such offering, at
a price or prices below the then current net asset value per share, in each case subject to the approval of our board of
directors and compliance with the conditions set forth in the proxy statement pertaining thereto, during a period
beginning on May 17, 2017 and expiring on the earlier of the one-year anniversary of the date of the 2017 Annual
Stockholders Meeting and the date of our 2018 Annual Stockholders Meeting, which is expected to be held in May
2018. However, notwithstanding such stockholder approval, since our initial public offering on February 9, 2010, we
have not sold any shares of our common stock in an offering that resulted in proceeds to us of less than our then
current net asset value per share. Any offering of our common stock that requires stockholder approval must occur, if
at all, within one year after receiving such stockholder approval. If additional funds are not available to us, we could
be forced to curtail or cease our new lending and investment activities, and our net asset value could decrease and our
level of distributions could be impacted.

Our common stock price may be volatile and may decrease substantially.

The trading price of our common stock may fluctuate substantially. The price of our common stock that will prevail in
the market may be higher or lower than the price you pay, depending on many factors, some of which are beyond our
control and may not be directly related to our operating performance. These factors include, but are not limited to, the
following:

� price and volume fluctuations in the overall stock market from time to time;

� investor demand for our shares;

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

� exclusion of our common stock from certain market indices, such as the Russell 2000 Financial Services
Index, which could reduce the ability of certain investment funds to own our common stock and put
short-term selling pressure on our common stock;

� changes in regulatory policies or tax guidelines with respect to RICs or BDCs;
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� failure to qualify as a RIC, or the loss of RIC tax treatment;

� any shortfall in revenue or net income or any increase in losses from levels expected by investors or
securities analysts;

� changes, or perceived changes, in the value of our portfolio investments;

� departures of Solar Capital
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