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We are a specialty finance company focused on providing financing primarily to lower middle-market companies in
the United States and Canada. We are an externally managed, closed-end, non-diversified management investment
company that has elected to be regulated as a business development company under the Investment Company Act of
1940, as amended. Our investment objective is to maximize the total return to our stockholders in the form of current
income and capital appreciation through investment in senior, unitranche and junior secured debt and, to a lesser
extent, unsecured subordinated debt and equity investments. We use our extensive leveraged finance origination
infrastructure and broad expertise in sourcing loans to invest in primarily senior, unitranche and junior secured debt of
middle-market companies.

We invest in securities that are rated below investment grade by rating agencies or that would be rated below
investment grade if they were rated. Below investment grade securities are often referred to as high yield or junk.
addition, many of the debt securities we hold do not fully amortize prior to maturity, which heightens the risk that we

may lose all or a part of our investment.

In

Monroe Capital BDC Advisors, LLC serves as our investment advisor. Monroe Capital Management Advisors, LLC
serves as our administrator. Each of Monroe Capital BDC Advisors, LLC and Monroe Capital Management Advisors,
LLC is affiliated with Monroe Capital, LLC, a leading lender to middle-market companies.

We have entered into separate equity distribution agreements, each dated February 6, 2015, with MLV & Co. LLC
( MLV ) and JMP Securities LLC ( JMP ). On July 1, 2016, we entered into an amendment to MLV s equity distribution
agreement and an assignment agreement to replace MLV with FBR Capital Markets & Co. ( FBR ), as sales agent.
MLV is an affiliate of FBR. FBR, together with JMP, are herein referred to individually as a Sales Agent and together,
the Sales Agents. The equity distribution agreement with JMP and the equity distribution agreement with FBR, as
amended, relate to the shares of common stock offered by this prospectus supplement and the accompanying
prospectus. The equity distribution agreements provide that we may offer and sell up to $50,000,000 of our common
stock from time to time through the Sales Agents in negotiated transactions or transactions that are deemed to be at the
market, as defined in Rule 415 under the Securities Act of 1933, as amended, including sales made directly on The
Nasdaq Global Select Market or similar securities exchange or sales made to or through a market maker other than on
an exchange, at prices related to the prevailing market prices or at negotiated prices. As of the date of this prospectus
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supplement, we have sold $10.0 million of our common stock under the equity distribution agreements.

Our common stock is listed on The Nasdaq Global Select Market under the symbol MRCC. On August 30, 2016, the

last reported sale price of our stock on The Nasdaq Global Select Market was $15.99 per share. Our net asset value as
of June 30, 2016 was $14.50 per share.

Under the terms of the equity distribution agreements, the Sales Agents will receive a commission from us of up to
2.0% of the gross sales price of any shares of our common stock sold through the Sales Agents under the equity
distribution agreements. The Sales Agents are not required to sell any specific number or dollar amount of common
stock, but will use their commercially reasonable efforts consistent with their sales and trading practices to sell the

shares of our common stock offered by this prospectus supplement and the accompanying prospectus. For all fees and
expenses paid to the Sales Agents, see Plan of Distribution beginning on page_S-40 of this prospectus supplement.

Shares of closed-end investment companies, including business development companies, frequently trade at a
discount to their net asset value. If our shares trade at a discount to our net asset value, it will likely increase
the risk of loss for purchasers in this offering. On July 14, 2016, our stockholders voted to allow us to issue
common stock at a price below net asset value per share for a period of twelve months subject to certain conditions.
Sales of common stock at prices below net asset value per share dilute the interests of existing stockholders, have the
effect of reducing our net asset value per share and may reduce our market price per share. In addition, continuous
sales of common stock below net asset value may have a negative impact on total returns and could have a negative
impact on the market price of our shares of common stock. See Sale of Common Stock Below Net Asset Value in this
prospectus supplement and Risk Factors and Sales of Common Stock Below Net Asset Value in the accompanying

prospectus.

An investment in our securities is subject to risks, including a risk of total loss of investment. In addition, the
companies in which we invest are subject to special risks. We are an emerging growth company under the

federal securities laws and are subject to reduced public company reporting requirements. Substantially all of

the debt instruments in which we invest (i) have and will have variable interest rate provisions that may make

it more difficult for borrowers to make debt repayments to us in a rising interest rate environment and (ii) will

likely have a principal amount outstanding at maturity, that may lead to a substantial loss to us if the borrower

is unable to refinance or repay. See _Risk Factors beginning on page 12 of the accompanying prospectus to read

about factors you should consider, including the risk of leverage, before investing in our securities.

This prospectus supplement and the accompanying prospectus contain important information you should know before
investing. Please read it before you invest and keep it for future reference. We file annual, quarterly and current
reports, proxy statements and other information about us with the Securities and Exchange Commission, or the SEC.
This information is available free of charge by contacting us at 311 South Wacker Drive, Suite 6400, Chicago, Illinois
60606, Attention: Investor Relations, by calling us collect at (312) 258-8300, or on our website at
www.monroebdc.com. The SEC also maintains a website at www.sec.gov that contains such information.

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

JMP Securities

FBR
Prospectus supplement dated August 31, 2016

Common Stock
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this
offering of the common stock and also adds to and updates information contained in the accompanying prospectus.
The second part is the accompanying prospectus, which gives more general information and disclosures. For

information about our common stock see Description of Our Capital Stock in the accompanying prospectus.

To the extent information differs between this prospectus supplement and the accompanying prospectus, you should
rely only on such information in this prospectus supplement. You should read this prospectus supplement and the
accompanying prospectus together with the additional information described under the heading Available Information
before investing in our common stock.

You should rely only on the information contained in this prospectus supplement and the accompanying
prospectus. We have not, and FBR and JMP Securities have not, authorized any other person to provide you
with different or additional information. If anyone provides you with different or additional information, you
should not rely on it. We are not, and FBR and JMP Securities are not, making an offer to sell these securities
in any jurisdiction where the offer or sale is not permitted. You should assume that the information appearing
in this prospectus supplement and the accompanying prospectus is accurate only as of their respective dates,
regardless of the time of delivery of this prospectus supplement and the accompanying prospectus or any sales

of the securities. Our business, financial condition, results of operations and prospects may have changed since
those dates.

S-iii

ABOUT THIS PROSPECTUS SUPPLEMENT 6
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SUMMARY

This summary highlights some of the information in this prospectus supplement. This summary is not complete and
may not contain all of the information that you may want to consider before investing in our common stock. You
should read this entire prospectus supplement and the accompanying prospectus carefully, including, in particular,
the more detailed information set forth under Risk Factors and Management s Discussion and Analysis of

Financial Condition and Results of Operations.

As used in this prospectus supplement, except as otherwise indicated, the terms:

we, us and our referto Monroe Capital Corporation, a Maryland corporation;
MC Advisors refers to Monroe Capital BDC Advisors, LLC, our investment advisor and a Delaware limited liability
company;
MC Management refers to Monroe Capital Management Advisors, LLC, our administrator and a Delaware limited
liability company;
Monroe Capital refers to Monroe Capital LLC, a Delaware limited liability company, and its subsidiaries and
affiliates;
MRCC SBIC refers to Monroe Capital Corporation SBIC, LP, a Delaware limited partnership, our wholly-owned
subsidiary that operates as a small business investment company pursuant to a license received from the United
States Small Business Administration,; and
LIBOR refers to the one-month, three-month or six-month London Interbank Offered Rate as reported by the British
Bankers Association. Unless stated otherwise herein, LIBOR refers to the one-month rate.

Monroe Capital Corporation

We are an externally managed, closed-end, non-diversified management investment company that has elected to be
regulated as a business development company under the Investment Company Act of 1940, as amended, or the 1940
Act, and that has elected to be treated as a regulated investment company, or RIC, for tax purposes under the U.S.
Internal Revenue Code of 1986, as amended, or the Code, commencing with our taxable year ended December 31,
2012. We provide customized financing solutions to lower middle-market companies in the United States and Canada
focused primarily on senior secured, junior secured and unitranche (a combination of senior secured and junior
secured debt in the same facility in which we syndicate a first out portion of the loan to an investor and retain a last
out portion of the loan) and, to a lesser extent, unsecured subordinated debt and equity, including equity
co-investments in preferred and common stock and warrants.

Our investment objective is to maximize the total return to our stockholders in the form of current income and capital
appreciation through investment in senior, unitranche and junior secured debt and, to a lesser extent, unsecured
subordinated debt and equity investments. We seek to use our extensive leveraged finance origination infrastructure
and broad expertise in sourcing loans to invest in primarily senior, unitranche and junior secured debt of
middle-market companies. We believe that our primary focus on lending to lower middle-market companies offers
several advantages as compared to lending to larger companies, including more attractive economics, lower leverage,
more comprehensive and restrictive covenants, more expansive events of default, relatively small debt facilities that
provide us with enhanced influence over our borrowers, direct access to borrower management and improved
information flow.

In this prospectus supplement and the accompanying prospectus, the term middle-market generally refers to
companies having annual revenue of between $20 million and $500 million and/or annual earnings before interest,

SUMMARY 7
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taxes, depreciation and amortization, or EBITDA, of between $3 million and $50 million. Within the middle-market,
we consider companies having annual revenues of less than $250 million and/or EBITDA of less than $25 million to
be in the lower middle-market.

Our Investment Advisor

Our investment activities are managed by our investment advisor, MC Advisors. MC Advisors is responsible for
sourcing potential investments, conducting research and due diligence on prospective

S-1
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investments and their private equity sponsors, analyzing investment opportunities, structuring our investments and
managing our investments and portfolio companies on an ongoing basis. MC Advisors was organized in February
2011 and is a registered investment adviser under the Investment Advisers Act of 1940, as amended, or the Advisers
Act.

Under the investment advisory and management agreement with MC Advisors, or the Investment Advisory
Agreement, we pay MC Advisors a base management fee and an incentive fee for its services. See Management and
Other Agreements Investment Advisory Agreement Management and Incentive Fee for a discussion of the base
management fee and incentive fee payable by us to MC Advisors. While not expected to review or approve each
investment, our independent directors will periodically review MC Advisors services and fees as well as its portfolio
management decisions and portfolio performance. In connection with these reviews, our independent directors will
consider whether our fees and expenses (including those related to leverage) remain appropriate.

MC Adpvisors seeks to capitalize on the significant deal origination, credit underwriting, due diligence, investment
structuring, execution, portfolio management and monitoring experience of Monroe Capital s investment professionals.
The senior management team of Monroe Capital, including Theodore L. Koenig and Aaron D. Peck, provides
investment services to MC Advisors pursuant to a staffing agreement, or the Staffing Agreement, between MC
Management, an affiliate of Monroe Capital, and MC Advisors. Messrs. Koenig and Peck have developed a broad
network of contacts within the investment community and average more than 20 years of experience investing in debt
and equity securities of lower middle-market companies. In addition, Messrs. Koenig and Peck have extensive
experience investing in assets that constitute our primary focus and have expertise in investing throughout all periods
of the economic cycle. MC Advisors is an affiliate of Monroe Capital and is supported by experienced investment
professionals of Monroe Capital under the terms of the Staffing Agreement. Monroe Capital s core team of investment
professionals has an established track record in sourcing, underwriting, executing and monitoring transactions. From
Monroe Capital s formation in 2004 through June 30, 2016, Monroe Capital s investment professionals invested in over
900 loan and related investments with an aggregate principal value of over $5.0 billion.

In addition to their roles with Monroe Capital and MC Advisors, Messrs. Koenig and Peck serve as our interested
directors. Mr. Koenig has more than 25 years of experience in structuring, negotiating and closing transactions on
behalf of asset-backed lenders, commercial finance companies, financial institutions and private equity investors at
organizations including Monroe Capital, which Mr. Koenig founded in 2004, and Hilco Capital LP, where he led
investments in over 20 companies in the lower middle-market. Mr. Peck has more than 20 years of public company
management, leveraged finance and commercial lending experience at organizations including Deerfield Capital
Management LLC, Black Diamond Capital Management LLC and Salomon Smith Barney Inc.

Messrs. Koenig and Peck are joined on the investment committee of MC Advisors by Michael J. Egan and Jeremy T.
VanDerMeid, each of whom is a senior investment professional at Monroe Capital. Mr. Egan has more than 25 years
of experience in commercial finance, credit administration and banking at organizations including Hilco Capital, The
CIT Group/Business Credit, Inc., The National Community Bank of New Jersey (The Bank of New York) and
KeyCorp. Mr. VanDerMeid has more than 15 years of lending and corporate finance experience at organizations
including Morgan Stanley Investment Management, Dymas Capital Management Company, LL.C and Heller
Financial.

About Monroe Capital

Monroe Capital, a Delaware limited liability company that was founded in 2004, is a leading lender to middle-market
companies. As of June 30, 2016, Monroe Capital had approximately $3.3 billion in assets under management. Monroe

Our Investment Advisor
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Capital has maintained a continued lending presence in the lower middle-market throughout the most recent economic
downturn. The result is an established lending platform that we believe generates consistent primary and secondary
deal flow from a network of proprietary relationships and additional deal flow from a diverse portfolio of over 400
current investments. From Monroe Capital s formation in 2004 through June 30, 2016, Monroe Capital s investment

professionals invested in over 900 loans and related investments with an aggregate principal value of over $5.0 billion.

The senior investment team of Monroe Capital averages more than 20 years of experience and has developed a proven

S-2
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investment and portfolio management process that has performed through multiple market cycles. In addition, Monroe
Capital s investment professionals are supported by administrative and back-office personnel focused on operations,
finance, legal and compliance, accounting and reporting, marketing, information technology and office management.

Market Opportunity

We invest primarily in senior, unitranche and junior secured debt issued to lower middle-market companies in the
United States and, to a lesser extent and in accordance with the limitations on foreign investments in the 1940 Act,
Canada. We believe that U.S. and Canadian lower middle-market companies comprise a large, growing and
fragmented market that offers attractive financing opportunities. We believe that there exists a large number of
prospective lending opportunities for lenders, which should allow us to generate substantial investment opportunities
and build an attractive portfolio of investments.

Investment Strategy

Our investment objective is to maximize the total return to our stockholders in the form of current income and capital
appreciation primarily through investments in senior, unitranche and junior secured debt and, to a lesser extent,
unsecured subordinated debt and equity. We also seek to invest opportunistically in attractively priced, broadly
syndicated loans, which should enhance our geographic and industry portfolio diversification and increase our
portfolio s liquidity. We do not target any specific industry, however, as of June 30, 2016, our investments in the

non-durable consumer goods, healthcare and pharmaceuticals and hotels, gaming & leisure industries represented
approximately 13.9%, 12.7% and 10.3%, respectively, of the fair value of our portfolio. To achieve our investment
objective, we utilize the following investment strategy:

Attractive Current Yield. We believe our sourcing network allows us to enter into transactions with attractive yields
and investment structures. Based on current market conditions and our pipeline of new investments, we expect our
target directly originated senior and unitranche secured debt will have an average maturity of three to five years and
interest rates of 8% to 13%, and we expect our target directly originated junior secured debt and unsecured
subordinated debt will have an average maturity of four to seven years and interest rates of 10% to 15%. In addition,
based on current market conditions and our pipeline of new investments, we expect that our target debt investments
will typically have a variable coupon (with a LIBOR floor) and may include payment-in-kind, or PIK, interest
(interest that is not received in cash, but added to the principal balance of the loan), and that we will typically receive
upfront closing fees of 1% to 4%. We may also receive warrants or other forms of upside equity participation. Our
transactions are generally secured and supported by a lien on all assets and/or a pledge of company stock in order to
provide priority of return and to influence any corporate actions. Although we will target investments with the
characteristics described in this paragraph, we cannot assure you that our new investments will have these
characteristics and we may enter into investments with different characteristics as the market dictates. For a
description of the characteristics of our current investment portfolio, see Management s Discussion and Analysis of
Financial Condition and Results of Operations  Portfolio and Investment Activity. Until investment opportunities can
be found, we may invest our undeployed capital in cash, cash equivalents, U.S. government securities and high-quality
debt investments that mature in one year or less from the date of investment. These temporary investments may have
lower yields than our other investments and, accordingly, may result in lower distributions, if any, during such period.
See Use of Proceeds.

Sound Portfolio Construction. We strive to exercise discipline in portfolio creation and management and to
implement effective governance throughout our business. Monroe Capital has been, and MC Advisors, which is
comprised by substantially the same investment professionals who have operated Monroe Capital, is, and we believe

Market Opportunity 11
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will continue to be, conservative in the underwriting and structuring of covenant packages in order to enable early
intervention in the event of weak financial performance by a portfolio company. We seek to pursue lending
opportunities selectively and to maintain a diversified portfolio. We believe that exercising disciplined portfolio
management through continued intensive account monitoring and timely and relevant management reporting allows us
to mitigate risks in our debt investments. In addition, we have implemented rigorous governance processes through
segregation of duties, documented policies and procedures and independent oversight and review of transactions,
which we believe helps us to maintain a low level of non-performing loans. We believe that Monroe Capital s proven
process of thorough origination, conservative

S-3
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underwriting, due diligence and structuring, combined with careful account management and diversification, enabled
it to protect investor capital, and we believe MC Advisors follows and will follow the same philosophy and processes
in originating, structuring and managing our portfolio investments.

Predictability of Returns. Beyond conservative structuring and protection of capital, we seek a predictable exit from
our investments. We seek to invest in situations where there are a number of potential exit options that can result in
full repayment or a modest refinance of our investment. We seek to structure the majority of our transactions as
secured loans with a covenant package that provides for full or partial repayment upon the completion of asset sales
and restructurings. Because we seek to structure these transactions to provide for contractually determined, periodic
payments of principal and interest, we are less likely to depend on merger and acquisition activity or public equity
markets to exit our debt investments. As a result, we believe that we can achieve our target returns even in a period
when public markets are depressed.

Competitive Strengths

We believe that we represent an attractive investment opportunity for the following reasons:

Deep, Experienced Management Team. We are managed by MC Advisors, which has access through the Staffing
Agreement to Monroe Capital s experienced team comprised of approximately 60 professionals, including six senior
partners that average more than 20 years of direct lending experience. We are led by our Chairman and Chief
Executive Officer, Theodore L. Koenig, and Aaron D. Peck, our Chief Financial Officer and Chief Investment Officer.
This extensive experience includes the management of investments with borrowers of varying credit profiles and
transactions completed in all phases of the credit cycle. Monroe Capital s senior investment professionals provide us
with a difficult-to-replicate sourcing network and a broad range of transactional, financial, managerial and investment
skills. This expertise and experience is supported by administrative and back office personnel focused on operations,
finance, legal and compliance, accounting and reporting, marketing, information technology and office management.
From Monroe Capital s formation in 2004 through June 30, 2016, Monroe Capital s investment professionals invested
in more than 900 loans and related investments with an aggregate principal value of over $5.0 billion.

Differentiated Relationship-Based Sourcing Network. We believe Monroe Capital s senior investment professionals
benefit from extensive relationships with commercial banks, private equity firms, financial intermediaries,
management teams and turn-around advisors. We believe that this broad sourcing network differentiates us from our
competitors and offers us a diversified origination approach that does not rely on a single channel and offers us
consistent deal flow throughout the economic cycle. We also believe that this broad network allows us to originate a
substantial number of non-private equity-sponsored investments.

Extensive Institutional Platform for Originating Middle-Market Deal Flow. Monroe Capital s broad network of
relationships and significant origination resources enable us to review numerous lending opportunities, permitting us
to exercise a high degree of selectivity in terms of loans to which we ultimately commit. Monroe Capital estimates
that it reviewed approximately 1,700 investment opportunities during 2015. Monroe Capital s over 900 previously
executed transactions, over 400 of which are with current borrowers, offer us another source of deal flow, as these
debt investments reach maturity or seek refinancing. As of June 30, 2016, Monroe Capital had a pipeline of over 250
transactions for an aggregate potential deal volume of greater than $5.0 billion for all funds under management. We
are also positioned to benefit from Monroe Capital s established brand name, strong track record in partnering with
industry participants and reputation for closing deals on time and as committed. Monroe Capital s senior investment
professionals are complemented by extensive experience in capital markets transactions, risk management and
portfolio monitoring.

Competitive Strengths 13
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Disciplined, Credit-First Underwriting Process. Monroe Capital has developed a systematic underwriting process
that applies a consistent approach to credit review and approval, with a focus on evaluating credit first and then
appropriately assessing the risk-reward profile of each loan. MC Advisors assessment of credit outweighs pricing and
other considerations, as we seek to minimize potential credit losses through effective due diligence, structuring and
covenant design. MC Advisors seeks to customize each transaction structure and financial covenant to reflect risks
identified through the underwriting and due diligence process. We also seek to actively manage our origination and
credit underwriting activities through

S-4
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personal visits and calls on all parties involved with an investment, including the management team, private equity
sponsor, if any, or other lenders.

Established Credit Risk Management Framework. We seek to manage our credit risk through a well-defined
portfolio strategy and credit policy. In terms of credit monitoring, MC Advisors assigns each loan to a particular
portfolio management professional and maintains an internal credit rating analysis for all loans. MC Advisors then
employs ongoing review and analysis, together with monthly investment committee meetings to review the status of
certain complex and challenging loans and a comprehensive quarterly review of all loan transactions. MC Advisors
investment professionals also have significant turnaround and work-out experience, which gives them perspective on
the risks and possibilities throughout the entire credit cycle. We believe this careful approach to investment and
monitoring enables us to identify problems early and gives us an opportunity to assist borrowers before they face
difficult liquidity constraints. By anticipating possible negative contingencies and preparing for them, we believe that
we diminish the probability of underperforming assets and loan losses.

Credit Facility

We have a credit facility with ING Capital LLC, or the Lender, as agent, which currently consists of a revolving line
of credit of $160.0 million, which may be increased to up to $300.0 million pursuant to an accordion feature.

We may make draws under the revolver from time-to-time through December 2019 to make or purchase additional
investments or for general working capital purposes until the maturity date of the credit facility, or the earliest to occur
of (a) December 14, 2020, subject to extension as mutually agreed by us and the Lender, (b) the termination of the
facility in accordance with its terms or (c) any other date mutually agreed to by us and the Lender. The revolving
credit facility is secured by a lien on all of our assets, including cash on hand, but excluding the assets of our
wholly-owned subsidiary, MRCC SBIC. The material terms of the credit facility are as follows:

total borrowing capacity currently equal to $160.0 million and up to $300.0 million pursuant to an accordion feature,
subject to, among other things, availability under a defined borrowing base, which varies based on our portfolio
characteristics and certain eligibility criteria and concentration limits, as well as valuation methodologies;
an interest rate equal to, at our election, (a) LIBOR plus 3.00% per annum, with a further step-down to LIBOR plus
2.75% when equity capitalization exceeds $225.0 million or (b) a fluctuating daily rate equal to 2.00% per annum plus
the greater of the prime rate, the federal funds rate plus 0.5% or three-month LIBOR plus 1.0%; and
customary financial covenants and negative covenants and events of default.
As of June 30, 2016, we had $127.2 million outstanding under our revolving credit facility and availability of $32.8
million.

MRCC SBIC

On February 28, 2014, our wholly-owned subsidiary, MRCC SBIC, received a license from the U.S. Small Business
Administration ( SBA ) to operate as a Small Business Investment Company ( SBIC ) under Section 301(c) of the Small
Business Investment Company Act of 1958. MRCC SBIC commenced operations on September 16, 2013.

As of June 30, 2016, MRCC SBIC had $20.0 million in regulatory and leveragable capital and $40.0 million in

SBA-guaranteed debentures outstanding. On April 13, 2016, MRCC SBIC was approved by the SBA for an additional
$75.0 million in SBA-guaranteed debentures.

Credit Facility 15
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We have received exemptive relief from the SEC to permit us to exclude the debt of our SBIC subsidiary guaranteed
by the SBA from the definition of senior securities for the purposes of the 200% asset coverage ratio we are required
to maintain under the 1940 Act, which provides us with increased flexibility, but also increases our risks associated
with leverage.

S-5

MRCC SBIC 16



Edgar Filing: MONROE CAPITAL Corp - Form 497

TABLE OF CONTENTS

Operating and Regulatory Structure

Our investment activities are managed by MC Advisors under the direction of our board of directors, a majority of
whom are independent of us, MC Advisors and our and its respective affiliates.

As a business development company, we are required to comply with certain regulatory requirements. For example,
while we are permitted to finance investments using leverage, which may include the issuance of notes, other
borrowings and shares of preferred stock, our ability to use leverage is limited in significant respects. See Regulation
in the accompanying prospectus. Any decision on our part to use leverage will depend upon our assessment of the
attractiveness of available investment opportunities in relation to the costs and perceived risks of such leverage. The
use of leverage to finance investments creates certain risks and potential conflicts of interest. See Risk Factors Risks
Relating to our Business and Structure We maintain a revolving credit facility and may use other borrowed funds to
make investments or fund our business operations, which exposes us to risks typically associated with leverage and
increases the risk of investing in us in the accompanying prospectus.

Also, as a business development company, we are generally prohibited from acquiring assets other than qualifying
assets unless, after giving effect to any acquisition, at least 70% of our total assets are qualifying assets. Qualifying
assets generally include securities of eligible portfolio companies, cash, cash equivalents, U.S. government securities
and high-quality debt instruments maturing in one year or less from the time of investment. Under the rules of the
1940 Act, eligible portfolio companies include (a) private domestic operating companies, (b) public domestic
operating companies whose securities are not listed on a national securities exchange (e.g., The Nasdaq Global
Market) or registered under the Securities Exchange Act of 1934, as amended, or the Exchange Act, and (c) public
domestic operating companies having a market capitalization of less than $250 million. Public domestic operating
companies whose securities are quoted on the over-the-counter bulletin board or through Pink Sheets LLC are not
listed on a national securities exchange and therefore are eligible portfolio companies. See Regulation in the
accompanying prospectus. Additionally, to the extent we invest in the securities of companies domiciled in or with
their principal places of business outside of the United States, we seek to limit those investments to companies
domiciled or with their principal place of business in Canada. Any investments in Canadian companies will not be
qualifying assets, meaning that in accordance with the 1940 Act, we cannot invest more than 30% of our assets in
Canadian securities and other non-qualifying assets.

We have elected to be treated for U.S. federal income tax purposes as a RIC under the Code. In order to continue to
qualify to be treated as a RIC, we must satisfy certain source of income, asset diversification and distribution
requirements. See Material U.S. Federal Income Tax Considerations in the accompanying prospectus.

Conflicts of Interests

Subject to certain 1940 Act restrictions on co-investments with affiliates, MC Advisors has agreed to offer us the right
to participate in all investment opportunities that it determines are appropriate for us in view of our investment
objective, policies and strategies and other relevant factors. These offers are subject to the exception that, in
accordance with MC Advisors conflict of interest and allocation policies, we might not participate in each individual
opportunity but are entitled, on an overall basis, to participate equitably with other entities sponsored or managed by
MC Advisors and its affiliates.

Affiliates of MC Advisors manage other assets in various structures, including three closed-end funds, two small
business investment companies and seven private funds that also have an investment strategy focused primarily on
senior, unitranche, and junior secured debt and, to a lesser extent, unsecured subordinated debt and equity to lower
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middle-market companies. In addition, MC Advisors and/or its affiliates may manage other entities in the future with
an investment strategy that has the same or similar focus as ours. To the extent we compete with entities managed by
MC Advisors or any of its affiliates for a particular investment opportunity, MC Advisors seeks to allocate investment
opportunities across the entities for which such opportunities are appropriate, consistent with (a) certain restrictions
under the 1940 Act and rules thereunder regarding co-investments with affiliates, (b) the requirements of the Advisers
Act and (c) MC Adpvisors internal conflict of interest and allocation policies.
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MC Adpvisors and/or its affiliates may in the future sponsor or manage investment funds, accounts or other investment
vehicles with similar or overlapping investment strategies, and MC Advisors has put in place a conflict-resolution
policy that addresses the co-investment restrictions set forth under the 1940 Act. MC Advisors seeks to ensure an

equitable allocation of investment opportunities when we are able to invest alongside other accounts managed by MC

Advisors and its affiliates. When we invest alongside such other accounts as permitted, such investments will be made

consistent with MC Advisors allocation policy. Under this allocation policy, a fixed percentage of each opportunity,
which may vary based on asset class and from time to time, will be offered to us and similar eligible accounts, as
periodically determined by MC Advisors and approved by our board of directors, including a majority of our
independent directors. The allocation policy provides that allocations among us and other accounts will generally be
made pro rata based on each account s capital available for investment, as determined, in our case, by our board of
directors, including a majority of our independent directors. It is our policy to base our determinations as to the
amount of capital available for investment on such factors as the amount of cash on hand, existing commitments and
reserves, if any, the targeted leverage level, the targeted asset mix and diversification requirements and other
investment policies and restrictions set by our board of directors, or imposed by applicable laws, rules, regulations or
interpretations. We expect that these determinations will be made similarly for other accounts. In situations where
co-investment with other entities sponsored or managed by MC Advisors or its affiliates is not permitted or
appropriate, such as when there is an opportunity to invest in different securities of the same issuer, MC Advisors will
need to decide whether we or such other entity or entities will proceed with the investment. MC Advisors will make
these determinations based on its policies and procedures, which will generally require that such opportunities be
offered to eligible accounts on a basis that is fair and equitable over time, including, for example, through random or
rotational methods. We and MC Advisors have received exemptive relief from the SEC to permit greater flexibility to
negotiate the terms of co-investments if our board of directors determines that it would be advantageous for us to
co-invest with other funds managed by MC Advisors or its affiliates in a manner consistent with our investment
objectives, positions, policies, strategies and restrictions as well as regulatory requirements and other pertinent factors.

Corporate History and Additional Information

We were incorporated under the laws of Maryland on February 9, 2011. Our principal executive offices are located at
311 South Wacker Drive, Suite 6400, Chicago, Illinois 60606, and our telephone number is (312) 258-8300. We
maintain a website at www.monroebdc.com and make all of our periodic and current reports, proxy statements and
other information available, free of charge, on or through our website. Information on our website is not incorporated

into or part of this prospectus supplement or the accompanying prospectus. You may also obtain such information free
of charge by contacting us in writing at 311 South Wacker Drive, Suite 6400, Chicago, Illinois 60606, attention:
Investor Relations.

We have filed with the SEC a registration statement on Form N-2, of which this prospectus supplement is a part,
under the Securities Act of 1933, as amended, or the Securities Act. This registration statement contains additional
information about us and the securities being offered by this prospectus supplement. We also file periodic reports,

current reports, proxy statements and other information with the SEC. This information is available at the SEC s public
reference room at 100 F Street, N.E., Washington, D.C. 20549 and on the SEC s website at www.sec.gov. Information
on the operation of the SEC s public reference room may be obtained by calling the SEC at 1-800-SEC-0330.

Implications of Being an Emerging Growth Company

We qualify as an emerging growth company as defined in the Jumpstart our Business Startups Act of 2012, or the
JOBS Act. As an emerging growth company, we may take advantage of specified reduced reporting requirements and
are relieved of certain other significant requirements that are otherwise generally applicable to public companies
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including, but not limited to, not being required to comply with the auditor attestation requirements of Section 404 of
the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act. If some investors find our securities less attractive as a
result, there may be a less active trading market for our securities and the prices of our securities may be more
volatile.

In addition, Section 7(a)(2)(B) of the Securities Act and Section 13(a) of the Exchange Act, as amended by Section
102(b) of the JOBS Act, provide that an emerging growth company can take advantage of the
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extended transition period for complying with new or revised accounting standards. However, pursuant to Section 107
of the JOBS Act, we are choosing to opt out of such extended transition period, and as a result, we will comply with
new or revised accounting standards on the relevant dates on which adoption of such standards is required for
non-emerging growth companies. Our decision to opt out of the extended transition period for complying with new or
revised accounting standards is irrevocable.

We may take advantage of these provisions until December 31, 2017 or such earlier time that we are no longer an
emerging growth company. We would cease to be an emerging growth company if we have more than $1.0 billion in
annual revenues, have more than $700 million in market value of our common stock held by non-affiliates or issue
more than $1.0 billion of nonconvertible debt over a three-year period.

Sale of Common Stock Below NAV

We may offer, and have in the past offered, shares of our common stock at a discount from our most recently
determined net asset value per share pursuant to authority granted by our stockholders on July 14, 2016, June 24,
2015, June 27, 2014 and July 9, 2013. Our board of directors has in the past determined that it would be in our and our
stockholders best interests to issue shares of our common stock below net asset value. See Sale of Common Stock
Below Net Asset Value in this prospectus supplement, Risk Factors on page 12 of the accompanying prospectus and
Sales of Common Stock Below Net Asset Value on page 107 of the accompanying prospectus.

Risk Factors

The value of our assets, as well as the market price of our shares will fluctuate. Our investments may be risky, and you
may lose all or part of your investment in us. A material portion of our portfolio may have exposure to specific
industries. See Risk Factors beginning on page 12 of the accompanying prospectus for a more detailed discussion of
the material risks you should carefully consider before deciding to invest in our common stock.
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THE OFFERING

Common Stock Offered by Us
Shares of our common stock having an aggregate offering price of up to $50,000,000.
Manner of Offering
At the market offering that may be made from time to time through FBR Capital Markets & Co. and JMP Securities

LLC, eacha Sales Agent and, collectively, the Sales Agents, using commercially reasonable efforts. See Plan of
Distribution.

Use of Proceeds
We intend to use the net proceeds of this offering to invest in portfolio companies in accordance with our investment
objectives and for general corporate purposes. We will also pay operating expenses, including management and
administrative fees, and may pay other expenses from the net proceeds of this offering. Pending such investments,
we intend to invest the net proceeds of this offering primarily in cash, cash equivalents, U.S. government securities
and high-quality debt investments that mature in one year or less from the date of investment. These temporary
investments may have lower yields than our other investments and, accordingly, may result in lower distributions, if
any, during such period. See Use of Proceeds.

Symbol on The Nasdaq Global Select

Market

MRCC

Distributions
To the extent we have income and cash available, we intend to make quarterly distributions to our stockholders. Our
quarterly 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.

Taxation
We have elected and intend to continue to qualify as a RIC under the Code. As a RIC, we generally will not have to
pay corporate-level U.S. federal income taxes on any net ordinary income or capital gain that we distribute to our
stockholders. To obtain and maintain RIC tax status, we must distribute at least 90% of our net ordinary income and
net short-term capital gains in excess of our net long-term capital losses, if any. Because most of our income will not
be attributable to dividends, such income will not be taxable at more favorable rates for qualified dividend income.
Distributions made to you will generally be taxed as ordinary income or as capital gains.

Leverage
As a business development company, we are permitted under the 1940 Act to borrow funds to finance a portion of
our investments. As a result, we may be exposed to the risks of leverage, which may be considered a speculative
investment technique. Borrowings, also known as leverage, increase the potential for gain and loss on amounts
invested and therefore increase the risks associated with investing in our securities. With certain limited exceptions,
we are currently only allowed to borrow amounts such that our asset coverage, as defined in the 1940 Act, equals at
least 200% immediately after such borrowing. In addition, the costs associated with our borrowings, if any,
including any increase in the management fee payable to MC Advisors, will be borne by our common stockholders.
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We have received exemptive relief from the Securities and Exchange Commission to permit us to exclude the debt
of our SBIC subsidiary guaranteed by the SBA from the definition of senior securities for the purposes of the 200%
asset coverage ratio we are required to maintain under the 1940 Act, which provides us with increased flexibility,
but also increases our risks associated with leverage.
As of June 30, 2016, we had debt outstanding under the revolving loan portion of the credit facility of approximately
$127.2 million, SBA-guaranteed debentures outstanding of $40.0 million and $2.1 million of secured borrowings at
fair value, which arose under the application of Accounting Standards Codification, or ASC, Topic 860 Transfer
and Servicing, or ASC Topic 860, due to partial loan sales during the year ended December 31, 2013.

Trading
Shares of closed-end investment companies, including business development companies, frequently trade in the
secondary market 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.

Sales of common stock below net asset value
Generally, the offering price per share of our common stock, exclusive of any underwriting commissions or
discounts, may not be less than the net asset value per share of our common stock at the time we make the offering
except (1) in connection with a rights offering to our existing stockholders, (2) with the consent of the majority of
our common stockholders and approval of our board of directors, including the approval of a majority of our
independent directors, or (3) under such circumstances as the SEC may permit.
On July 14, 2016, our stockholders voted to allow us to sell or otherwise issue common stock at a price below net
asset value per share for a period of twelve months subject to approval by our board of directors. Sales or other
issuances by us of our common stock at a discount from our net asset value pose potential risks for our existing
stockholders whether or not they participate in the offering, as well as for new investors who participate in the
offering.

Risk Factors
An investment in our common stock is subject to risks. See Risk Factors beginning on page 12 of the accompanying

prospectus to read about factors you should consider before deciding to invest in shares of our common stock.
S-10
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FEES AND EXPENSES

The following table is intended to assist you in understanding the costs and expenses that an investor in our common
stock will bear directly or indirectly. We caution you that some of the percentages indicated in the table below are
estimates and actual amounts and percentages may vary. Except where the context suggests otherwise, whenever this
prospectus supplement and the accompanying prospectus contain a reference to fees or expenses paid by you, wus, the
Company or Monroe Capital Corporation, or that we will pay fees or expenses, stockholders will indirectly bear such
fees or expenses as investors in Monroe Capital Corporation.

Stockholder transaction expenses:

Sales load (as a percentage of offering price) 2.00 %M
Offering expenses (as a percentage of offering price) 0.57 %@
Dividend reinvestment plan expenses %)
Total stockholder transaction expenses (as a percentage of offering price) 257 %
Estimated annual expenses (as a percentage of net assets attributable to common stock):

Base management fee 3.20 %W
Incentive fees payable under the Investment Advisory Agreement 2.80 %O
Interest payments on borrowed funds 3.77 %©
Other expenses (estimated) 1.62 %
Total annual expenses (estimated) 11.39 %®

Represents the commission with respect to the shares of common stock being sold in this offering. There is no
(1) guarantee that there will be any sales of our common stock pursuant to this prospectus supplement and the

accompanying prospectus.

2) The percentage reflects estimated offering expenses of approximately $285,000.

(3) The expenses of the dividend reinvestment plan are included in other expenses. See Dividend Reinvestment Plan.
Our base management fee is 1.75% of our total assets (which includes assets purchased with borrowed amounts but
does not include cash and cash equivalents). For the purposes of this table, we have assumed that the base
management fee will remain at 1.75% as set forth in the Investment Advisory Agreement. We may from time to
time decide it is appropriate to change the terms of the Investment Advisory Agreement. Under the 1940 Act, any
material change to the Investment Advisory Agreement generally must be submitted to our stockholders for
approval. The base management fee percentage is calculated as a percentage of net assets attributable to common
stockholders, rather than total assets, including assets that have been funded with borrowed monies, because
common stockholders bear all of this cost. The base management fee in the table above assumes the base
management fee remains consistent with fees incurred for the three months ended June 30, 2016 of $1.5 million,
based on average total assets (excluding cash) for the period of $345.7 million, as a percentage of our average net
assets for the period of $188.3 million. See Management and Other Agreements Investment Advisory Agreement
in the accompanying prospectus.
Estimated assuming that annual incentive fees earned by MC Advisors remains consistent with the incentive fees
(5)earned for the three months ended June 30, 2016 of $1.3 million, as a percentage of our average net assets of

$188.3 million for the period.

“)

The incentive fee consists of two parts:
The first part of the incentive fee, payable quarterly in arrears, equals 20% of our pre-incentive fee net investment

income (including interest that is accrued but not yet received in cash), subject to a 2% quarterly (8% annualized)
hurdle rate and a catch-up provision measured as of the end of each calendar quarter. Under this provision, in any
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calendar quarter, MC Advisors receives no incentive fee until our net investment income equals the hurdle rate of 2%
but then receives, as a catch-up, 100% of our pre-incentive fee net investment income with respect to that portion of
such pre-incentive fee net investment income, if any, that exceeds the hurdle rate but is less than 2.5%. The effect of
this provision is that, if pre-incentive fee net investment income exceeds 2.5% in any calendar quarter, MC Advisors
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will receive 20% of our pre-incentive fee net investment income as if a hurdle rate did not apply. The first component
of the incentive fee will be computed and paid on income that includes, in the case of investments with a deferred
interest feature such as market discount, debt instruments with PIK interest, preferred stock with PIK dividends and
zero coupon securities, accrued income that we have not yet received in cash. Since the hurdle rate is fixed, as interest
rates rise, it will be easier for the MC Advisors to surpass the hurdle rate and receive an incentive fee based on net
investment income. The foregoing incentive fee is subject to a total return requirement, which provides that no
incentive fee in respect of our pre-incentive fee net investment income will be payable except to the extent that 20% of
the cumulative net increase in net assets resulting from operations over the then current and 11 preceding calendar
quarters exceeds the cumulative incentive fees accrued and/or paid for the 11 preceding calendar quarters. In other
words, any ordinary income incentive fee that is payable in a calendar quarter will be limited to the lesser of (i) 20%
of the amount by which our pre-incentive fee net investment income for such calendar quarter exceeds the 2% hurdle,
subject to the catch-up provision, and (ii) (x) 20% of the cumulative net increase in net assets resulting from
operations for the then current and 11 preceding calendar quarters minus (y) the cumulative incentive fees accrued
and/or paid for the 11 preceding calendar quarters. For the foregoing purpose, the cumulative net increase in net assets
resulting from operations is the sum of our pre-incentive fee net investment income, base management fees, realized
gains and losses and unrealized appreciation and depreciation for the then current and 11 preceding calendar quarters.

The second part of the incentive fee, payable annually in arrears, equals 20% of our realized capital gains on a
cumulative basis from inception through the end of the fiscal year, if any (or upon the termination of the Investment
Advisory Agreement, as of the termination date), computed net of all realized capital losses on a cumulative basis and
unrealized capital depreciation, less the aggregate amount of any previously paid capital gain incentive fees. We will
accrue (but not pay) an expense for potential payment of capital gain incentive fees with respect to any unrealized
appreciation on our portfolio.

See Management and Other Agreements Investment Advisory Agreement in the accompanying prospectus.

We may borrow funds from time to time to make investments to the extent we determine that it is appropriate to do
so. The costs associated with any outstanding borrowings are indirectly borne by our investors. The table assumes
borrowings are consistent with the average borrowings for the three months ended June 30, 2016 of $173.1 million,
no preferred stock issued or outstanding and average net assets of $188.3 million. For the three months ended June
30, 2016, we had interest expense of $1.8 million (including fees for unused portions of commitments). The

weighted average interest rate of our revolving credit facility (excluding debt issuance costs) was 3.55% and the

weighted average interest rate on our SBA-guaranteed debentures (excluding debt issuance costs) was 3.27%

during the three months ended June 30, 2016. Although we do not have any current plans to issue debt securities or

preferred stock in the next twelve months, we may issue debt securities or preferred stock, subject to our

compliance with applicable requirements under the 1940 Act.

Includes our estimated overhead expenses, including payments under the Administration Agreement based on our

allocable portion of overhead and other expenses incurred by MC Management. The table above assumes other

expenses remain consistent with the $0.8 million incurred during the three months ended June 30, 2016 and

average net assets for the period of $188.3 million.

(8) Total annual expenses as a percentage of consolidated net assets attributable to common stock are higher than the
total annual expenses percentage would be for a company that is not leveraged. We borrow money to leverage our
net assets and increase our total assets. We calculate the total annual expenses percentage as a percentage of net
assets (defined as total assets less indebtedness and after taking into account any incentive fees payable during the
period), rather than the total assets, including assets that have been purchased with borrowed amounts. The terms
of our indebtedness may be found in Management s Discussion and Analysis of Financial Condition and Results of
Operations  Liquidity and Capital Resources Borrowings. If the total annual expenses percentage were calculated
instead as a percentage of consolidated total assets, our total annual expenses would be 5.92% of consolidated total

(6)

)
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assets. With certain limited exceptions, we are only allowed to borrow amounts such that our asset coverage ratio,
as defined in the 1940 Act, equals at least 200% of total assets after such borrowing. We have received exemptive
relief from the SEC to permit us to exclude the debt of our SBIC subsidiary
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guaranteed by the SBA from the definition of senior securities for the purposes of the 200% asset coverage ratio,
which provides us with increased flexibility, but also increases our risks associated with leverage. We have included
our estimated leverage expenses (consistent with the assumptions in footnote (7)) for the twelve months following this
offering in total annual expenses.

Example

The following example demonstrates the projected dollar amount of total cumulative expenses over various periods
with respect to a hypothetical investment in our common stock. In calculating the following expense amounts, we
have assumed we would have no additional leverage, that none of our assets are cash or cash equivalents and that our
annual operating expenses would remain at the levels set forth in the table above.

1 3 5 10
Year Years Years Years
As'summg as5% anpual reu‘lrn (assum.es no return from net realized capital $112 $283 $455 $884
gains or net unrealized capital appreciation)
Asspmmg a 5% annual reFurn (assumes .entlre'retl‘lm is from realized $122 $315 $510 $1.010
capital gains and thus subject to the capital gains incentive fee)

This table is to assist you in understanding the various costs and expenses that an investor in our common stock will
bear directly or indirectly. 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%. As incentive fees vary based on the character of the 5% return,
the example above provides (i) expenses assuming no return from capital gains (therefore not meeting the hurdle rate
for the first part of the incentive fee) and (ii) expenses assuming the entire return is from realized capital gains
(resulting in a capital gains incentive fee). For the six months ended June 30, 2016, 12.7% of our return was
comprised of realized and unrealized capital gains. 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. In addition, while the example assumes reinvestment of all dividends and distributions
at net asset value, if our board of directors authorizes and we declare a cash distribution, participants in our dividend
reinvestment plan who have not otherwise elected to receive cash 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 valuation date for the distribution. See Dividend
Reinvestment Plan for additional information regarding our dividend reinvestment plan.

You would pay the following expenses on a $1,000 investment

This example and the expenses in the table above should not be considered a representation of our future
expenses, and actual expenses (including the cost of debt, if any, and other expenses) may be greater or less
than those shown.
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SPECIAL NOTE REGARDING FORWARD-LOOKING
STATEMENTS

This prospectus supplement and the accompanying prospectus contain forward-looking statements that involve
substantial risks and uncertainties. These forward-looking statements are not historical facts, but rather are based on
current expectations, estimates and projections about us, our current and prospective portfolio investments, our
industry, our beliefs, and our assumptions. Words such as anticipates, expects, intends, plans, believes, se
estimates, would, should, targets, projects, and variations of these words and similar expressions are intendec
identify forward-looking statements. These statements are not guarantees of future performance and are subject to
risks, uncertainties, and other factors, some of which are beyond our control and difficult to predict and could cause
actual results to differ materially from those expressed or forecasted in the forward-looking statements including:

our inexperience operating a business development company and RIC and the inexperience of MC Advisors
managing a business development company and RIC;
our dependence on key personnel;
our ability to maintain or develop referral relationships;
the ability of MC Advisors to identify, invest in and monitor companies that meet our investment criteria;
our contractual arrangements and relationships with third parties;
actual and potential conflicts of interest with MC Advisors and its affiliates;

possession of material nonpublic information;

potential divergent interests of MC Advisors and our stockholders arising from our incentive fee structure;
restrictions on affiliate transactions;
competition for investment opportunities;
our ability to maintain our qualification as a RIC and as a business development company;
the impact of a protracted decline in the liquidity of credit markets on our business and portfolio investments;
the adequacy of our financing sources;
the timing, form and amount of any payments, dividends or other distributions from our portfolio companies;
our use of leverage;
changes in interest rates;
SBA regulations affecting MRCC SBIC or any other wholly-owned SBIC subsidiary;
uncertain valuations of our portfolio investments;
fluctuations in our quarterly operating results;
our ability to issue securities at a discount to net asset value per share;
changes in laws or regulations applicable to us; and
general economic conditions and their impact on the industries in which we invest.
We have based the forward-looking statements included in this prospectus supplement and the accompanying
prospectus on information available to us on the date of this prospectus supplement. Actual results could differ
materially from those anticipated in our forward-looking statements, and future results could differ materially from
historical performance. You should not place undue reliance on these

S-14

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 29



Edgar Filing: MONROE CAPITAL Corp - Form 497

TABLE OF CONTENTS

forward-looking statements, which apply only as of the date of this prospectus supplement. However, we will update
this prospectus supplement to reflect any material changes to the information contained herein during the period of
this offering.

You should understand that, under Sections 27A(b)(2)(B) of the Securities Act and Section 21E(b)(2)(B) of the
Exchange Act, the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 do not apply to
statements made in connection with any offering of securities pursuant to this prospectus supplement or in periodic
reports we file under the Exchange Act.
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USE OF PROCEEDS

Sales of our common stock, if any, under this prospectus supplement and the accompanying prospectus may be made
in negotiated transactions that are deemed to be at the market as defined in Rule 415 under the Securities Act,
including sales made directly on The Nasdaq Global Select Market or sales made to or through a market maker other
than on an exchange. There is no guarantee that there will be any sales of our common stock pursuant to this
prospectus supplement and the accompanying prospectus. Actual sales, if any, of our common stock under this
prospectus supplement and the accompanying prospectus may be less than as set forth in this paragraph depending on,
among other things, the market price of our common stock at the time of any such sale. As a result, the actual net
proceeds we receive may be more or less than the amount of net proceeds estimated in this prospectus supplement.
Assuming the sale of all $50,000,000 of common stock offered under this prospectus supplement and the
accompanying prospectus, we estimate that the net proceeds of this offering would be approximately $48.7 million,
after deducting the estimated sales commission payable to the Sales Agents and our estimated offering expenses.
Through June 30, 2016, we have sold an aggregate of $10.0 million of our common stock pursuant to the equity
distribution agreements to which this prospectus supplement relates.

We intend to use all or substantially all of the net proceeds from the sale of our common stock to invest directly in

portfolio companies in accordance with our investment objective and strategies and for general corporate purposes.

We will also pay operating expenses, including management and administrative fees, and may pay other expenses
from the net proceeds of this offering.

We anticipate that we will use substantially all of the net proceeds from this offering for the above purposes within
approximately six months after the completion of this offering, depending on the availability of appropriate
investment opportunities consistent with our investment objective and market conditions. It may take more or less
time for us to identify, negotiate and enter into investments and fully deploy any proceeds we raise, and we cannot
assure you that we will achieve our targeted investment pace.

Until such appropriate investment opportunities can be found, we will invest the net proceeds of any offering of our
securities primarily in cash, cash equivalents, U.S. government securities and high-quality debt investments that
mature in one year or less from the date of investment. These temporary investments may have lower yields than our
other investments and, accordingly, may result in lower distributions, if any, during such period. Our ability to achieve
our investment objective may be limited to the extent that the net proceeds from an offering, pending full investment,

are held in lower yielding interest-bearing deposits or other short-term instruments. See Regulation Temporary
Investments in the accompanying prospectus for additional information about temporary investments we may make
while waiting to make longer-term investments in pursuit of our investment objective.
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CAPITALIZATION

The equity distribution agreements provide that we may offer and sell up to $50,000,000 of our common stock from
time to time through our Sales Agents for the offer and sale of such common stock. The table below assumes that we
will sell all of the remaining common stock available under the program as of June 30, 2016 of $40.0 million at a
price of $15.99 per share (the last reported sale price of our common stock on The Nasdaq Global Select Market on
August 30, 2016), but there is no guarantee that there will be any sales of our common stock pursuant to this
prospectus supplement and the accompanying prospectus. Actual sales, if any, of our common stock under this
prospectus supplement and the accompanying prospectus may be less than as set forth in the table below. In addition,
the price per share of any such sale may be greater or less than $15.99, depending on the market price of our common
stock at the time of any such sale. The following table sets forth our capitalization as of June 30, 2016:

on an actual basis;
on a pro forma basis, giving effect to our recent sale of 3,565,000 shares of our common stock at $15.50 per share,
which raised net proceeds of approximately $52.7 million (after underwriters commissions and offering expenses);

and

on a pro forma as adjusted basis giving effect to the assumed sale of $40.0 million of our common stock at a price of
$15.99 per share (the last reported sale price of our common stock on The Nasdaq Global Select Market on August

30, 2016) less commissions and expenses.

This table should be read in conjunction with our Management s Discussion and Analysis of Financial Condition and
Results of Operations and our financial statements and notes thereto included in this prospectus supplement and the

accompanying prospectus.

Assets:

Cash

Restricted cash

Investments at fair value

Other assets

Total assets

Liabilities:

Debt

Other liabilities

Total liabilities

Net Assets:

Common stock, $0.001 par value, 100,000 shares authorized,
actual; 13,008 shares issued and outstanding, actual; 16,573 shares
issued and outstanding, pro forma; 19,074 shares issued and
outstanding, pro forma as adjusted

Capital in excess of par value

Undistributed net investment income

Accumulated net realized gain (loss) on investments

CAPITALIZATION

As of June 30, 2016

Pro Forma
Actual Pro Forma As Adjusted
(unaudited)

(in thousands, except per share data)

$5,483 $58,180  $97,145
8,139 8,139 8,139
342,808 342,808 342,808
2,620 2,620 2,620
$359,050 $411,747 $450,712
$165,275 $165,275 $165,275
5,125 5,125 5,125
170,400 170,400 170,400
$13 $17 $19
184,419 237,112 276,075
4,719 4,719 4,719
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Accumulated net unrealized app.rec1at10n (depreciation) on 01 ) (501 ) (S0l

investments and secured borrowings

Total net assets $188,650 $241,347 $280,312

Net asset value per share $14.50 $14.56 $14.70
S-17

)

CAPITALIZATION

33



Edgar Filing: MONROE CAPITAL Corp - Form 497

TABLE OF CONTENTS

PRICE RANGE OF COMMON STOCK AND
DISTRIBUTIONS

Our common stock began trading on The Nasdaq Global Market under the ticker symbol MRCC on October 25, 2012.
Prior to that date, there was no established trading market for our common stock. Our common stock is now traded on
the Nasdaq Global Select Market. Our common stock has historically traded both above and below net asset value
( NAV ).

The following table sets forth the high and low closing sales prices of our common stock, the closing sales price as a
percentage of our NAV and the dividends declared by us for each fiscal quarter since our shares began trading.

Closing Sales Premium

Price (I?iscount) E;fi:::gllﬁt)
NAVD ?Iigh of Declared
) Low Sales Distributions®
High Low Sales .
Price to Price (tz?
NAV® NAV

Year ending December 31, 2016
g(l)lirgl) Quarter (through August 30, ) $15.99 $14.91 %) %S $035 @
Second Quarter $1450 $14.83 $13.11 23 % 9.6 )% $035®
First Quarter $14.45 $14.32 $10.82 (0.9)% 25.1)% $035 @
Year ending December 31, 2015
Fourth Quarter $14.19 $1499 $12.78 56 % 99 )% $035 ©
Third Quarter $14.21 $15.08 $13.60 6.1 % 43 )% $035 ©
Second Quarter $14.18  $1525 $1425 7.5 % 05 % $0.35 ©
First Quarter $14.11 $15.38 $1391 9.0 % (14 )% $0.35 ©
Year ended December 31, 2014
Fourth Quarter $14.05 $14.63 $13.00 4.1 % (7.5 )Y $034 D
Third Quarter $13.95 $14.00 $13.26 04 % 49 Yo $034 D
Second Quarter $13.93  $13.92 $12.70 (0.1)% (88 Y% $0.34 O
First Quarter $13.99 $13.55 $12.19 (B.1)% (12.9)% $0.34 D
Year ended December 31, 2013
Fourth Quarter $13.92 $13.87 $11.75 (0.4)% (15.6)% $0.34 ®
Third Quarter $14.01 $1499 $1295 7.0 % (7.6 Y% $034 ®
Second Quarter $14.78 $1546 $14.60 4.6 % 12)% $034 ®
First Quarter $14.78 $15.39 $14.55 4.1 % (1.6 Y% $034 ®
Year ended December 31, 2012
Fourth Quarter® $14.54 $15.30 $1459 52 % 03 % $0.34 109

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

each period.
2) Calculated as the respective high or low closing sales price divided by the quarter end NAV.
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Represents the distribution declared in the specified quarter. We have adopted an opt out dividend reinvestment
plan for our common stockholders. As a result, if we declare a distribution, stockholders cash distributions will be
(3)automatically reinvested in additional shares of our common stock, unless they specifically optout of the dividend
reinvestment plan so as to receive cash distributions. See Dividend Reinvestment Plan in the accompanying
prospectus.
Our management monitors available taxable earnings, including net investment income and realized capital gains,
to determine if a tax return of capital may occur for the year. To the extent that our taxable earnings fall below the
(4)total amount of our distributions for that fiscal year, a portion of those distributions may be deemed a tax return of
capital to our stockholders. The tax character of distributions will be determined at the end of the fiscal year.
However, if the character of such distributions were
S-18
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determined as of June 30, 2016 and March 31, 2016, none of the distributions for the three months ended June 30,
2016 and March 31, 2016 would have been characterized as a tax return of capital to our stockholders. Our
management is unable to calculate the estimated amount of the distribution payable September 30, 2016 to
stockholders of record as of September 15, 2016 that would be characterized as a tax return of capital to our
stockholders until our financial results for the quarter ended September 30, 2016 are finalized.

®) NAYV calculation is not yet available.
(6) There was no return of capital for tax purposes for the year ended December 31, 2015.
@) There was no return of capital for tax purposes for the year ended December 31, 2014.

Includes a return of capital for tax purposes of approximately $0.21 per share for the year ended December 31,

(8)2013.
9) From October 24, 2012 (initial public offering) to December 31, 2012.

a 0)Includes a return of capital for tax purposes of approximately $0.20 per share for the year ended December 31,
2012.
S-19
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The following selected consolidated financial data as of and for the years ended December 31, 2015, 2014, 2013, 2012
and for the period from February 9, 2011 (date of inception) to December 31, 2011 are derived from our consolidated
financial statements that have been audited by RSM US LLP, our independent registered public accounting firm. We
derived the selected consolidated financial data as of and for the six months ended June 30, 2016 and 2015 from our

unaudited interim consolidated financial statements. In the opinion of the Company, all adjustments, consisting of
normal recurring adjustments, necessary for a fair presentation have been made. Interim results are subject to variation
and are not indicative of the results of operations to be expected for a full fiscal year. This consolidated financial data
should be read in conjunction with our consolidated financial statements and related notes thereto and Management s
Discussion and Analysis of Financial Condition and Results of Operations included elsewhere in this prospectus

As of and
for
the six
months
ended
June 30,
2016
(unaudited)
Consolidated
statements of
operations data:
Total investment $22.657
income
Base management fees (3,004 )
Incentive fees (3,059 )
All other expenses (5,048 )
Net investment income 11,546
Net realized gain
. 587
(loss) on investments
Net change in (1,088 )
unrealized
appreciation

(depreciation) on
investments and

supplement.

As of and As of and

for for

the six the year
months ended
ended December
June 30, 31,

2015 2015
(unaudited)

$17,600 $36,898

(2,256 ) 5,129
(2,310 ) 4,685
(3,796 ) 8,343
9,238 18,741

304
298 ) (1,153 )

SELECTED CONSOLIDATED FINANCIAL DATA

As of and
for

the year
ended
December
31,

2014

$29,913

4,091
3,512
7,235
15,075

299
(1,465 )

As of and

for

the year

ended

December

31,
2013

$18,213

2,752
1,544
5,267
8,650

247
869

As of and
for

the year
ended
December
31,
2012M

$1,706

318
6

592
790

160

As of

and

for

the

period
from
February
9,

2011

(date

of
inception)
to
December
31,
2011M
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secured borrowings
Net increase
(decrease) in net assets
resulting from
operations

Per share data (basic
and diluted):

Net asset value
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$13,221

$14.50

Net investment income .89

Net realized gain
(loss) on investments
Net change in
unrealized
appreciation
(depreciation) on
investments and
secured borrowings
Net increase
(decrease) in net assets
resulting from
operations
Distributions
declared®
Consolidated
statements of assets
and liabilities data at
period end:
Investments, at fair
value

Cash

Restricted cash
Other assets

Total assets

Total debt

Other liabilities
Total liabilities
Total net assets
Other data:
Weighted average
annualized effective
yield at period end®
Number of portfolio
company investments
at period end
Purchases of
investments for the
period

Principal payments
and sales of
investments for the
period

SELECTED CONSOLIDATED FINANCIAL DATA

0.05

0.08

$1.02

$0.70

$342,808

5,483
8,139
2,620
359,050
165,275
5,125
170,400
$188,650

9.8

55

$45,928

$47,383

$8,940

$14.18
0.87

0.03 )

$0.84

$0.70

$282,513

3,907
1,022
4,517
291,959
93,150
22,322
115,472
$176,487

50

$106,876

$59,111

$17,892

$14.19
1.60

0.03

0.10 )

$1.53

$1.40

$341,091

5,278
8,588
2,353 @
357,3104
162,607*)
10,168 )
172,775
$184,535

106 %

55

$193,631

$88,379

$13,909 $9,766
$14.05 $13.92
1.57 1.13
0.03 0.03
0.15 ) 0.12
$1.45 $1.28
$1.36 $1.36
$233,535  $207,920
4,561 14,214
1,176 389
4,313 3,158
243,585 225,681
106,308 83,943
3,539 3,646
109,847 87,589
$133,738  $138,092
11.6 % 107 %
40 42
$132,183  $138,781
$107,073  $65,165

$950 $

$14.54
0.15

0.03

$0.18 $

$0.34 $

$132,752 $

4,060 10
2,419
139,231
55,000
597
55,597

$83,634

10

$10

11.3 % nla

28 n/a

$144,482 n/a

$11,898 n/a

n/a
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For historical periods prior to October 24, 2012, the Company had no operations and therefore information
provided does not include financial results prior to October 24, 2012.
(2)Includes a return of capital for tax purposes of zero, zero, $0.21, and $0.20 for the years ended December 31, 2015,
2014, 2013 and 2012 respectively.
(3)The weighted average annualized effective yield at period end is based upon the par value of our debt investments
and the cost basis of our preferred equity investments.
Reflects the adoption Financial Accounting Standards Board Accounting Standards Update ( ASU ) 2015-03,
Interest  Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs ( ASU
2015-03 ). ASU 2015-03 requires that debt issuance costs related to a recognized debt liability be presented in the
statements of assets and liabilities as a direct deduction from the carrying amount of that debt liability, consistent
with debt discounts. The Company adopted ASU 2015-03 during the quarter ended March 31, 2016 and the
consolidated statement of assets and liabilities for December 31, 2015 was revised to reflect this presentation.
n/a not applicable

ey

“)
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SELECTED QUARTERLY CONSOLIDATED FINANCIAL
DATA

The following table sets forth certain unaudited quarterly financial information for the quarters ended June 30, 2016,
March 31, 2016 and each quarter in our two most recent fiscal years, which were the calendar years ended December
31, 2015 and 2014. This information was derived from our unaudited consolidated financial statements. Results for
any quarter are not necessarily indicative of results for the full year or for any future quarter.

For the quarter ended

June 30, March 31, December Septembe

rJune 30, March 31,

31, 30,
2016 2016 2015 2015 2015 2015
Total investment income $11,118 $11,539 $10,126 $9,172 $9,519  $8,081
Net investment income $5,759  $5,787 $5,005 $4498 $5,071 $4,167

Net gain (loss) on investments and
secured borrowings

Net increase (decrease) in net assets
resulting from operations

Net investment income per

share basic and diluted

Net increase (decrease) in net assets
resulting from operations per $0.41 $0.61 $0.33 $0.38  $043 $0.41
share basic and diluted

Net asset value per share at period

$482 ) $2,157  $(793 ) $242 $7 ) $(291 )
$5,277  $7944  $4,212  $4,740 $5,064 $3,876

$0.44 $0.44 $0.39 $036 $043 $0.44

$1450 $1445 $14.19 $1421 $14.18 $14.11

end
For the quarter ended
DecemberSeptember June 30, March
31, 30, 2014 31,
2014 2014 2014
Total investment income $8,683 $7,668 $7,046 $6,516
Net investment income $4,621 $3.,810 $3,514 $3,130
Net gain (loss) on investments and secured borrowings $(419 ) $M437 ) $(848 ) $538
Net increase (decrease) in net assets resulting from operations $4,202 $3,373 $2,666 $3,668
Net investment income per share  basic and diluted $049  $0.40 $0.37 $0.32

Net increase (d‘ecrease). in net assets resulting from operations $044  $035 $0.28 $0.38
per share basic and diluted

Net asset value per share at period end $14.05 $1395 $1393 $13.99
S-22
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MANAGEMENT S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Except as otherwise specified, references to we, us, and our refer to Monroe Capital Corporation and its consolidated
subsidiaries. The following discussion and analysis of our financial condition and results of operations should be read
in conjunction with our financial statements and related notes appearing in our annual report on Form 10-K (the
Annual Report ) for the year ended December 31, 2015, filed with the U.S. Securities and Exchange Commission
( SEC ) on March 4, 2016. The information contained in this section should also be read in conjunction with our
unaudited consolidated financial statements and related notes and other financial information appearing elsewhere in
this prospectus supplement and accompanying prospectus.

Overview

Monroe Capital Corporation is an externally managed, closed-end, non-diversified management investment company
that has elected to be treated as a business development company ( BDC ) under the Investment Company Act of 1940,
as amended (the 1940 Act ). In addition, for tax purposes, we have elected to be treated as a regulated investment

company ( RIC ) under the subchapter M of the Internal Revenue Code of 1986, as amended (the Code ). We were
incorporated under the Maryland General Corporation Law on February 9, 2011. We are a specialty finance company
focused on providing financing solutions primarily to lower middle-market companies in the United States and
Canada. We provide customized financing solutions focused primarily on senior secured, junior secured and
unitranche (a combination of senior secured and junior secured debt in the same facility in which we syndicate a first
out portion of the loan to an investor and retain a last out portion of the loan) debt and, to a lesser extent, unsecured
subordinated debt and equity, including equity co-investments in preferred and common stock, and warrants.

Our shares are currently listed on the NASDAQ Global Select Market under the symbol MRCC .

Our investment objective is to maximize the total return to our stockholders in the form of current income and capital
appreciation through investment in senior, unitranche and junior secured debt and, to a lesser extent, subordinated debt
and equity investments. We seek to use our extensive leveraged finance origination infrastructure and broad expertise
in sourcing loans to invest in primarily senior, unitranche and junior secured debt of middle-market companies. Our
investments in senior, unitranche, junior secured debt and other investments generally will range between $2.0 million
and $18.0 million each, although this investment size may vary proportionately with the size of our capital base. As of
June 30, 2016, our portfolio included approximately 58.6% senior secured debt, 15.7% unitranche secured debt,
19.0% junior secured debt and 6.7% equity securities, compared to December 31, 2015, when our portfolio consisted
of 55.9% senior secured debt, 20.0% unitranche secured debt, 18.6% junior secured debt and 5.5% equity securities.
We expect that the companies in which we invest may be leveraged, often as a result of leveraged buy-outs or other
recapitalization transactions, and, in certain cases, will not be rated by national ratings agencies. If such companies
were rated, we believe that they would typically receive a rating below investment grade (between BB and CCC under
the Standard & Poor s system) from the national rating agencies.

While our primary focus is to maximize current income and capital appreciation through debt investments in thinly

traded or private U.S. companies, we may invest a portion of the portfolio in opportunistic investments in order to

seek to enhance returns to stockholders. Such investments may include investments in high-yield bonds, distressed
debt, private equity or securities of public companies that are not thinly traded and securities of middle-market

MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPBRATION
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companies located outside of the United States. We expect that these public companies generally will have debt
securities that are non-investment grade.

On February 28, 2014, our wholly-owned subsidiary, Monroe Capital Corporation SBIC, LP ( MRCC SBIC ), a
Delaware limited partnership, received a license from the Small Business Administration ( SBA ) to operate as a Small
Business Investment Company ( SBIC ) under Section 301(c) of the Small Business Investment Act of 1958. MRCC
SBIC commenced operations on September 16, 2013. As of June 30, 2016, MRCC SBIC had $20.0 million in
regulatory and leveragable capital and $40.0 million in SBA-guaranteed debentures outstanding. On April 13, 2016,

MRCC SBIC was approved by the SBA for an additional $75.0 million in SBA-guaranteed debentures. See SBA
Debentures below for more information.

S-23
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On July 25, 2016, we closed a public offering of 3,100,000 shares of our common stock at a public offering price of
$15.50 per share, raising approximately $48.1 million in gross proceeds. On August 3, 2016, we sold an additional
465,000 shares of our common stock, at a public offering price of $15.50 per share, raising approximately $7.2 million
in gross proceeds pursuant to the underwriters exercise of the over-allotment option. Aggregate underwriters discounts
and commissions were $2.2 million and offering costs are expected to total approximately $0.4 million.

Investment income

We generate interest income on the debt investments in portfolio company investments that we originate or acquire.
Our debt investments, whether in the form of senior, junior or unitranche secured debt, typically have an initial term
of three to seven years and bear interest at a fixed or floating rate. In some instances we receive payments on our debt
investment based on scheduled amortization of the outstanding balances. In addition, we receive repayments of some
of our debt investments prior to their scheduled maturity date. In some cases, our investments provide for deferred

interest or payment-in-kind ( PIK ) interest. In addition, we may generate revenue in the form of commitment,
origination, amendment, structuring or due diligence fees, fees for providing managerial assistance and consulting
fees. Loan origination fees, original issue discount and market discount or premium are capitalized, and we accrete or
amortize such amounts as interest income. We record prepayment premiums and prepayment gains (losses) on loans
as interest income. As the frequency or volume of the repayments which trigger these prepayment premiums and
prepayment gains (losses) may fluctuate significantly from period to period, the associated interest income recorded
may also fluctuate significantly from period to period. Interest and dividend income is recorded on the accrual basis to
the extent we expect to collect such amounts. In addition, we also generate dividend income on preferred equity
securities, common equity securities and LLC interests in accordance with our revenue recognition policies.

Expenses

Our primary operating expenses include the payment of fees to MC Advisors under the Investment Advisory and
Management Agreement (management and incentive fees), and the payment of fees to Monroe Capital Management
Adpvisors, LLC ( MC Management ) for our allocable portion of overhead and other expenses under the Administration
Agreement and other operating costs. See Note 6 to our consolidated financial statements and Related Party
Transactions below for additional information on our Investment Advisory and Management Agreement and
Administration agreement. Our expenses also include interest expense on our revolving credit facility, our
SBA-guaranteed debentures and our secured borrowings. We bear all other out-of-pocket costs and expenses of our
operations and transactions.

Net gain (loss) on investments and secured borrowings

We recognize realized gains or losses on investments based on the difference between the net proceeds from the
disposition and the cost basis of the investment or derivative instrument without regard to unrealized gains or losses
previously recognized. We record current period changes in fair value of investments and secured borrowings within

net change in unrealized appreciation (depreciation) on investments and net change in unrealized (appreciation)

depreciation on secured borrowings, respectively, in the consolidated statements of operations.

Portfolio and Investment Activity

During the three months ended June 30, 2016, we invested $11.8 million in three new portfolio companies and $7.8
million in eight existing portfolio companies and had $20.6 million in aggregate amount of sales and principal

Investment income 44
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repayments, resulting in net repayments of $1.0 million for the period.

During the six months ended June 30, 2016, we invested $16.7 million in four new portfolio companies and $29.2
million in 15 existing portfolio companies and had $47.4 million in aggregate amount of sales and principal
repayments, resulting in net repayments of $1.5 million for the period.

During the three months ended June 30, 2015, we invested $50.5 million in 12 new portfolio companies and $20.0
million in 12 existing portfolio companies and had $41.9 million in aggregate amount of sales and principal

repayments, resulting in net investments of $28.6 million for the period.

S-24
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During the six months ended June 30, 2015, we invested $81.8 million in 16 new portfolio companies and $25.1
million in 14 existing portfolio companies and had $59.9 million in aggregate amount of sales and principal

repayments, resulting in net investments of $47.0 million for the period.

The following table shows the composition of the investment portfolio (in thousands) and associated yield data:

June 30, 2016

Weighted Weighted
Percentage Average Average
Fair Value  of Annualized Annualized
Total Portfolio  Contractual " Effective Yield)
Coupon Yield
Senior secured loans $ 201,002 58.6 % 9.5 % 9.5 %
Unitranche loans 53,920 15.7 10.6 11.0
Junior secured loans 64,955 19.0 9.8 9.8
Equity securities 22,931 6.7 10.8 10.8
Total $ 342,808 100.0 % 9.8 % 9.8 %
December 31, 2015
Weighted Weighted
Percentage Average Average
Fair Value  of Annualized .
. Annualized
Total Portfolio  Contractual " Effective Yield)
Coupon Yield
Senior secured loans $ 190,559 55.9 % 10.4 % 10.4 %
Unitranche loans 68,090 20.0 10.7 12.0
Junior secured loans 63,388 18.6 94 94
Equity securities 19,054 5.5 10.8 10.8
Total $ 341,091 100.0 % 10.3 % 10.6 %

(1) Based upon the par value of our debt investments and the cost basis of our preferred equity investments.
S-25
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The following table shows the portfolio composition by industry grouping at fair value (dollars in thousands):

June 30, 2016 December 31, 2015
Percentage
Investments of Investments Percentage
at . Total at . of .
Fair Value . Fair Value  Total Portfolio
Portfolio
Aerospace & Defense $ 11,087 3.2 % $ 6,489 1.9 %
Automotive 4,350 1.3 5,358 1.6
Banking, Finance, Insurance & Real Estate 23,904 7.0 17,230 5.1
Beverage, Food & Tobacco 5,503 1.6 5,532 1.6
Chemicals, Plastics & Rubber 3,936 1.1 3,948 1.2
Construction & Building 19,216 5.6 18,867 5.5
Consumer Goods: Durable 3,700 1.1 4,223 1.2
Consumer Goods: Non-Durable 47,598 13.9 49,006 14.4
Containers, Packaging & Glass 3,606 1.0 3,400 1.0
Energy: Oil & Gas 8,624 2.5 9,077 2.7
Environmental Industries 3,763 1.1
Healthcare & Pharmaceuticals 43,449 12.7 53,677 15.7
High Tech Industries 15,877 4.6 16,006 4.7
Hotels, Gaming & Leisure 35,207 10.3 19,510 5.7
Media: Advertising, Printing & Publishing 6,737 2.0 12,729 3.7
Media: Broadcasting & Subscription 18,419 5.4 18,641 5.5
Media: Diversified & Production 4,938 1.4 4,925 1.4
Metals & Mining 5,260 1.5 7,396 2.2
Retail 17,098 5.0 17,026 5.0
Services: Business 29,920 8.7 36,215 10.6
Services: Consumer 25,980 7.6 27,106 7.9
Wholesale 4,636 1.4 4,730 1.4
Total $ 342,808 100.0 % $ 341,091 100.0 %

Portfolio Asset Quality

MC Adpvisors portfolio management staff closely monitors all credits, with senior portfolio managers covering agented
and more complex investments. MC Advisors segregates our capital markets investments by industry. The MC
Advisors monitoring process and projections developed by Monroe Capital both have daily, weekly, monthly and
quarterly components and related reports, each to evaluate performance against historical, budget and underwriting
expectations. MC Advisors analysts will monitor performance using standard industry software tools to provide
consistent disclosure of performance. MC Advisors also monitors our investment exposure using a proprietary trend
analysis tool. When necessary, MC Advisors will update our internal risk ratings, borrowing base criteria and
covenant compliance reports.

As part of the monitoring process, MC Advisors regularly assesses the risk profile of each of our investments and
rates each of them based on an internal proprietary system that uses the categories listed below, which we refer to as
MC Adpvisors investment performance rating. For any investment rated in grades 3, 4 or 5, MC Advisors will increase
its monitoring intensity and prepare regular updates for the investment committee, summarizing current operating
results and material impending events and suggesting recommended actions. MC Advisors monitors and, when
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investment ratings on a quarterly basis, and our board of directors (the Board ) reviews and affirms such ratings. A
definition of the rating system follows:

Investment
Performance Summary Description
Risk Rating
Includes investments exhibiting the least amount of risk in our portfolio. The issuer is
Grade 1 performing above expectations or the issuer s operating trends and risk factors are generally
positive.
Includes investments exhibiting an acceptable level of risk that is similar to the risk at the
Grade 2 time of origination. The issuer is generally performing as expected or the risk factors are

neutral to positive.
Includes investments performing below expectations and indicates that the investment s risk
Grade 3 has increased somewhat since origination. The issuer may be out of compliance with debt
covenants; however, scheduled loan payments are generally not past due.
Includes an issuer performing materially below expectations and indicates that the issuer s
risk has increased materially since origination. In addition to the issuer being generally out
Grade 4 of compliance with debt covenants, scheduled loan payments may be past due (but
generally not more than six months past due). For grade 4 investments, we intend to
increase monitoring of the issuer.
Indicates that the issuer is performing substantially below expectations and the investment
risk has substantially increased since origination. Most or all of the debt covenants are out
Grade 5 of compliance or payments are substantially delinquent. Investments graded 5 are not
anticipated to be repaid in full and we will reduce the fair market value of the loan to the
amount we expect to recover.
Our investment performance risk ratings do not constitute any rating of investments by a nationally recognized
statistical rating organization or reflect or represent any third-party assessment of any of our investments.

In the event of a delinquency or a decision to rate an investment grade 4 or grade 5, the applicable analyst, in
consultation with a member of the investment committee, will develop an action plan. Such a plan may require a
meeting with the borrower s management or the lender group to discuss reasons for the default and the steps
management is undertaking to address the under-performance, as well as required amendments and waivers that may
be required. In the event of a dramatic deterioration of a credit, MC Advisors intends to form a team or engage outside
advisors to analyze, evaluate and take further steps to preserve its value in the credit. In this regard, we would expect
to explore all options, including in a private equity sponsored investment, assuming certain responsibilities for the
private equity sponsor or a formal sale of the business with oversight of the sale process by us. Several of Monroe
Capital s professionals are experienced in running work-out transactions and bankruptcies.

The following table shows the distribution of our investments on the 1 to 5 investment performance rating scale as of
June 30, 2016 (dollars in thousands):

Investments Percentage of

Investment Performance Rating at Total

Fair Value  Investments
1 $ %
2 311,365 90.8
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The following table shows the distribution of our investments on the 1 to 5 investment performance rating scale as of
December 31, 2015 (dollars in thousands):

Investments Percentage of

Investment Performance Rating at Total
Fair Value  Investments
1 $
2 315,358 92.5
3 19,208 5.6
4 6,525 1.9
5
Total $ 341,091 100.0

Results of Operations

Operating results were as follows (dollars in thousands):

Three months ended

June 30,

2016 2015
Total investment income $11,118 $9,519
Total expenses 5,359 4,448
Net investment income 5,759 5,071
Net realized gain (loss) on investments
Net change in unrealized appreciation (depreciation) on investments 541 ) 24
Net change in unrealized (appreciation) depreciation on secured 59 Gl )
borrowings
Net increase (decrease) in net assets resulting from operations $5,277 $ 5,064

Six months ended

June 30,

2016 2015
Total investment income $22.657 $17,600
Total expenses 11,111 8,362
Net investment income 11,546 9,238
Net realized gain (loss) on investments 587
Net change in unrealized appreciation (depreciation) on investments 1,001 (306 )
Net change in unrealized (appreciation) depreciation on secured 37 2
borrowings
Net increase (decrease) in net assets resulting from operations $13,221 $8,940

Investment Income

The composition of our investment income was as follows (dollars in thousands):
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Interest income
Dividend income
Fee income
Prepayment gain (loss)
Accretion of discounts and amortization of premium
Total investment income
S-28

Three months ended June

30,

2016 2015

$ 8,930 $ 8,178
1,051

516 559
232 503
389 279

$ 11,118  § 9,519

Investment Income
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Six months ended June 30,

2016 2015
Interest income $17,534 $ 15,226
Dividend income 2,913
Fee income 847 1,125
Prepayment gain (loss) 609 770
Accretion of discounts and amortization of premium 754 479
Total investment income $22657 $ 17,600

The increase in investment income of $1.6 million and $5.1 million during the three and six months ended June 30,
2016, respectively, as compared to the three and six months ended June 30, 2015, is primarily due to increases in
average outstanding loan balances and increases in dividend income.

Operating Expenses

The composition of our operating expenses was as follows (dollars in thousands):

Three months ended June

30,

2016 2015
Interest and other debt financing expenses $ 1,773 $ 1,251
Base management fees 1,504 1,188
Incentive fees 1,319 1,268
Professional fees 238 193
Administrative service fees 304 278
General and administrative expenses 182 231
Directors fees 39 39
Total operating expenses $5359 $ 4,448

Six months ended June

30,

2016 2015
Interest and other debt financing expenses $ 3,464 $ 2,354
Base management fees 3,004 2,256
Incentive fees 3,059 2,310
Professional fees 445 431
Administrative service fees 632 549
General and administrative expenses 433 388
Directors fees 74 74
Total operating expenses $11,111  $ 8,362

Operating Expenses

The composition of our interest and other debt financing expenses was as follows (dollars in thousands):

Three months ended June

30,
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Interest expense revolving credit facility

Interest expense SBA debentures

Amortization of deferred financing costs

Interest expense secured borrowings

Other

Total interest and other debt financing expenses
S-29

2016

$ 1,188
326
199
35
25

$ 1,773

2015

$ 661
286
200
52
52

$ 1,251

Operating Expenses
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Six months ended June 30,

2016 2015
Interest expense revolving credit facility $2316 $ 1,367
Interest expense SBA debentures 652 448
Amortization of deferred financing costs 381 367
Interest expense secured borrowings 72 108
Other 43 64
Total interest and other debt financing expenses $ 3,464 $ 2,354

The increase in expenses of $0.9 million during the three months ended June 30, 2016, as compared to the three
months ended June 30, 2015 is primarily due to an increase in base management fees due to the growth in invested
assets and an increase in interest expense as a result of additional borrowings (including SBA-guaranteed debentures)
required to support the growth of the portfolio.

The increase in expenses of $2.7 million during the six months ended June 30, 2016, as compared to the six months
ended June 30, 2015, is primarily due to an increase in base management fees due to the growth in invested assets and
increased incentive fees resulting from improvement in performance. An increase in interest expense also contributed
to the increase in expenses during the six months ended June 30, 2016 as a result of additional borrowings (including

SBA-guaranteed debentures) required to support the growth of the portfolio.

Net Realized Gain (Loss) on Investments

During both the three months ended June 30, 2016 and 2015, we had zero sales of investments resulting in zero net
realized gain (loss) on investments. During the six months ended June 30, 2016 and 2015, we had sales of investments
of $0.6 million and zero, resulting in $0.6 million and zero of realized gains (losses), respectively.

Net Change in Unrealized Appreciation (Depreciation) on Investments and
Secured Borrowings

For the three months ended June 30, 2016 and 2015, our investments had ($0.5) million and $24 thousand of net
change in unrealized appreciation (depreciation), respectively. For the three months ended June 30, 2016 and 2015,
our secured borrowings had $59 thousand and ($31) thousand of net change in unrealized (appreciation) depreciation,
respectively.

For the six months ended June 30, 2016 and 2015, our investments had $1.0 million and ($0.3) million of net
unrealized appreciation (depreciation), respectively. For the six months ended June 30, 2016 and 2015, our secured
borrowings had $87 thousand and $8 thousand of net unrealized (appreciation) depreciation, respectively.

Net Increase (Decrease) in Net Assets Resulting from Operations

For the three months ended June 30, 2016 and 2015, the net increase in net assets from operations was $5.3 million
and $5.1 million, respectively. Based on the weighted average shares of common stock outstanding for the three
months ended June 30, 2016 and 2015, our per share net increase in net assets resulting from operations was $0.41 and
$0.43, respectively. The $0.2 million increase during the three months ended June 30, 2016, as compared to three
months ended June 30, 2015, is the result of a $0.7 million increase in net investment income primarily due to
portfolio growth and increases in dividend income and a ($0.5) million decrease in net gain (loss) on investments and
secured borrowings, primarily due to net unrealized losses during the three months ended June 30, 2016 on the
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mark-to-market of our portfolio of investments.

For the six months ended June 30, 2016 and 2015, the net increase in net assets from operations was $13.2 million and
$8.9 million, respectively. Based on the weighted average shares of common stock outstanding for the six months
ended June 30, 2016 and 2015, our per share net increase in net assets resulting from operations was $1.02 and $0.84,
respectively. The $4.3 million increase during the six months ended June 30, 2016, as compared to six months ended
June 30, 2015, is the result of a $2.3 million increase in net investment income primarily due to portfolio growth and

increases in dividend income and a
S-30
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$2.0 million increase in net gain (loss) on investments and secured borrowings, primarily due to net unrealized gains
during the six months ended June 30, 2016 on the mark-to-market of our portfolio of investments.

Liquidity and Capital Resources

As of June 30, 2016, we had $5.5 million in cash, $8.1 million in cash at MRCC SBIC, $127.2 million of total debt
outstanding on our revolving credit facility and $40.0 million in outstanding SBA-guaranteed debentures. We had
$32.8 million available for additional borrowings on our revolving credit facility and $75.0 million in available

SBA-guaranteed debentures. See Borrowings below for additional information.

Cash Flows

For the six months ended June 30, 2016 and 2015, we experienced a net increase (decrease) in cash of $0.2 million
and ($0.7) million, respectively. For the six months ended June 30, 2016, operating activities provided $6.5 million,
primarily as a result of net income from operations, partially offset by net cash outflows for the settlement of open
trades. For the six months ended June 30, 2015, we used $20.9 million in operating activities, primarily as a result of
purchases of portfolio investments, partially offset by sales of and principal repayments on portfolio investments.
During the six months ended June 30, 2016 and 2015, investing activities provided $0.4 million and $0.2 million,
respectively, due to changes in the restricted cash balance at MRCC SBIC. During the six months ended June 30,
2016, we used $6.7 million for financing activities primarily as a result of distributions to stockholders, partially offset
by net borrowings on our revolving credit facility. During the six months ended June 30, 2015, we generated $20.1
million from financing activities, primarily from proceeds from our capital raise during the period and SBA debenture
borrowings, partially offset by net repayments on our revolving credit facility and distributions to stockholders.

Capital Resources

As a BDC, we distribute substantially all of our net income to our stockholders and have an ongoing need to raise
additional capital for investment purposes. We intend to generate additional cash primarily from future offerings of
securities, future borrowings and cash flows from operations, including income earned from investments in our
portfolio companies. On both a short-term and long-term basis, our primary use of funds will be to invest in portfolio
companies and make cash distributions to our stockholders.

As a BDC, we are generally not permitted to issue and sell our common stock at a price below net asset value per
share. We may, however, sell our common stock, or warrants, options or rights to acquire our common stock, at a
price below the then-current net asset value per share of our common stock if our Board, including independent
directors, determines that such sale is in the best interests of us and our stockholders, and if our stockholders have
approved such sales. On June 24, 2015, our stockholders voted to allow us to sell or otherwise issue common stock at
a price below net asset value per share for a period of one year, subject to certain limitations. On July 14, 2016, our
stockholders once again voted to allow us to sell or otherwise issue common stock at a price below net asset value per
share for a period of one year, subject to certain limitations. As of June 30, 2016 and December 31, 2015, we had
13,008,007 and 13,008,007 shares outstanding, respectively.

On June 24, 2015, our stockholders approved a proposal to authorize us to issue warrants, options or rights to

subscribe to, convert to, or purchase our common stock in one or more offerings. This is a standing authorization and
does not require annual re-approval by our stockholders.
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Stock Issuances: On February 6, 2015, we entered into an at-the-market ( ATM ) securities offering program with
MLV & Co. LLC ( MLV ) and JMP Securities LLC ( JMP ) through which we may sell, by means of ATM offerings
from time to time, up to $50.0 million of our common stock. On July 1, 2016, we entered into an amendment to MLV s
equity distribution agreement and an assignment agreement to replace MLV with FBR Capital Markets & Co. ( FBR ),
as sales agent. MLV is an affiliate of FBR. During the six months ended June 30, 2016, we did not make any sales of
our common stock under the ATM program.

Borrowings

Revolving Credit Facility: As of June 30, 2016 and December 31, 2015, we had $127.2 million and $123.7 million
outstanding, respectively, under our revolving credit facility with ING Capital LLC, as agent,
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to finance the purchase of our assets. As of June 30, 2016, the maximum amount we were able to borrow under the
revolving credit facility is $160.0 million and this maximum borrowing can be increased to $300.0 million pursuant to
an accordion feature (subject to maintaining 200% asset coverage, as defined by the 1940 Act). The maturity date on
the facility is December 14, 2020.

The revolving credit facility is secured by a lien on all of our assets, including cash on hand, but excluding the assets
of our wholly-owned subsidiary, MRCC SBIC. Our ability to borrow under the revolving credit facility is subject to
availability under a defined borrowing base, which varies based on our portfolio characteristics and certain eligibility
criteria and concentration limits, as well as required valuation methodologies. We may make draws under the
revolving credit facility to make or purchase additional investments through December 2019 and for general working
capital purposes until the maturity date of the revolving credit facility. Borrowings under the revolving credit facility
bear interest, at our election, at an annual rate of LIBOR (one-month, two-month, three-month or six-month at our
discretion based on the term of the borrowing) plus 3.00%, with a further step-down to LIBOR plus 2.75% when net
worth exceeds $225.0 million or at a daily rate equal to 2.00% per annum plus the greater of the prime interest rate,
the federal funds rate plus 0.5% or LIBOR plus 1.0%. In addition to the stated interest rate on borrowings under the
revolving credit facility, we are required to pay a fee of 0.5% per annum on any unused portion of the revolving credit
facility if the unused portion of the facility is less than 65% of the then available maximum borrowing or a fee of 1.0%
per annum on any unused portion of the revolving credit facility if the unused portion of the facility is greater than or
equal to 65% of the then available maximum borrowing. As of June 30, 2016 and December 31, 2015, all of the
outstanding borrowings were accruing at an interest rate of 3.5% and 3.4% (based on one-month LIBOR),
respectively. The weighted average fee rate on our unused portion of the revolving credit facility for the three and six
months ended June 30, 2016 was 3.6% and 3.5%, respectively. The weighted average interest rate of our revolving
credit facility borrowings (excluding debt issuance costs) for the three and six months ended June 30, 2016 was 0.5%
and 0.5%, respectively. As of June 30, 2015, all of the outstanding borrowings were accruing at an interest rate of
3.4% (based on one-month LIBOR). The weighted average fee rate on the unused portion of the revolving credit
facility for the three and six months ended June 30, 2015 was 0.5% and 0.5%, respectively. The weighted average
interest rate of the revolving credit facility borrowings (excluding debt issuance costs) for the three and six months
ended June 30, 2015 was 3.7% and 3.6%, respectively.

Our ability to borrow under the revolving credit facility is subject to availability under the borrowing base, which
permits us to borrow up to 70% of the fair market value of our portfolio company investments depending on the type
of the investment we hold and whether the investment is quoted. Our ability to borrow is also subject to certain
concentration limits, and our continued compliance with the representations, warranties and covenants given by us
under the facility. The revolving credit facility contains certain financial and restrictive covenants, including, but not
limited to, our maintenance of: (1) a minimum consolidated total net assets at least equal to the greater of (a) 40% of
the consolidated total assets on the last day of each quarter or (b) $120.0 million plus 65% of the net proceeds to us
from sales of our securities after December 14, 2015; (2) a ratio of total assets (less total liabilities other than
indebtedness) to total indebtedness of not less than 2.1 times; and (3) a ratio of earnings before interest and taxes to
interest expense of at least 2.5 times. The credit facility also requires us to undertake customary indemnification
obligations with respect to ING Capital LLC and other members of the lending group and to reimburse the lenders for
expenses associated with entering into the credit facility. The revolving credit facility also has customary provisions
regarding events of default, including events of default for nonpayment, change in control transactions at both Monroe
Capital Corporation and MC Adyvisors, failure to comply with financial and negative covenants, and failure to
maintain our relationship with MC Advisors. If we incur an event of default under the revolving credit facility and fail
to remedy such default under any applicable grace period, if any, then the entire revolving credit facility could become
immediately due and payable, which would materially and adversely affect our liquidity, financial condition, results of
operations and cash flows.
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Our revolving credit facility also imposes certain conditions that may limit the amount of our distributions to
stockholders. Distributions payable in our common stock under the dividend reinvestment plan are not limited by the
revolving credit facility. Distributions in cash or property other than common stock are generally limited to 115% of

the amount of distributions required to maintain our status as a RIC.
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SBA Debentures: On February 28, 2014, our wholly-owned subsidiary, MRCC SBIC, received a license from the
SBA to operate as a SBIC under Section 301(c) of the Small Business Investment Act of 1958, as amended. MRCC
SBIC commenced operations on September 16, 2013.

The SBIC license allows MRCC SBIC to obtain leverage by issuing SBA-guaranteed debentures, subject to the
issuance of a leverage commitment by the SBA and other customary procedures. SBA-guaranteed debentures are
non-recourse, interest only debentures with interest payable semi-annually and have a ten year maturity. The principal
amount of SBA-guaranteed debentures is not required to be paid prior to maturity but may be prepaid at any time
without penalty. The interest rate of SBA-guaranteed debentures is fixed on a semi-annual basis (pooling date) at a
market-driven spread over U.S. Treasury Notes with 10-year maturities. The SBA, as a creditor, has a superior claim

to MRCC SBIC s assets over our stockholders in the event we liquidate MRCC SBIC or the SBA exercises its
remedies upon an event of default. As of June 30, 2016, MRCC SBIC had $20.0 million in regulatory capital and
leveragable capital and $40.0 million in SBA-guaranteed debentures outstanding. As of December 31, 2015, MRCC
SBIC had $20.0 million in regulatory and leveragable capital and $40.0 million in SBA-guaranteed debentures
outstanding.

As of June 30, 2016 and December 31, 2015, MRCC SBIC had the following SBA-guaranteed debentures outstanding

(dollars in thousands):

Maturity Date Interest Rate  Amount

September 2024 34 % $ 12,920
March 2025 33 % 14,800
March 2025 29 % 7,080
September 2025 36 % 5,200
Total $ 40,000

SBA regulations currently limit the amount that an individual SBIC may borrow to a maximum of $150.0 million
when it has at least $75.0 million in regulatory capital, receives a leverage commitment from the SBA and has been
through an audit examination by the SBA subsequent to licensing. The SBA also historically limited a related group of

SBICs (commonly referred to as a family of funds ) to a maximum of $225.0 million in total borrowings. On
December 18, 2015, this family of funds limitation was raised to $350.0 million in total borrowings. As we have other
affiliated SBICs already in operation, MRCC SBIC was historically limited to a maximum of $40.0 million in
borrowings. Pursuant to the increase in the family of funds limitation, we submitted a commitment application to the
SBA and on April 13, 2016 were approved for $75.0 million in additional SBA-guaranteed debentures for MRCC
SBIC. In order for MRCC SBIC to gain access to the entirety of the $75.0 million in SBA-guaranteed debentures, we
would be required to contribute to MRCC SBIC an additional $37.5 million in leveragable and regulatory capital.

Secured Borrowings: Certain partial loan sales do not qualify for sale accounting under ASC Topic 860 Transfers
and Servicing ( ASC Topic 860 ) because these sales do not meet the definition of a participating interest, as defined in
the guidance, in order for sale treatment to be allowed. Participations or other partial loan sales which do not meet the

definition of a participating interest remain as an investment on the accompanying consolidated statements of assets

and liabilities and the portion sold is recorded as a secured borrowing in the liabilities section of the consolidated
statements of assets and liabilities. For these partial loan sales, the interest earned on the entire loan balance is
recorded within interest income and the interest earned by the buyer in the partial loan sale is recorded within interest
and other debt financing expenses in the accompanying consolidated statements of operations.

As of June 30, 2016, secured borrowings at fair value totaled $2.1 million and the fair value of the loans that are
associated with these secured borrowings was $6.1 million. As of December 31, 2015, secured borrowings at fair
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value totaled $2.5 million and the fair value of the loans that are associated with these secured borrowings was $11.8
million. These secured borrowings were created as a result of our completion of partial loan sales of certain unitranche
loan assets during the year ended December 31, 2013, that did not meet the definition of a participating interest. As a
result, sale treatment was not allowed and these partial loan sales were treated as secured borrowings. No such partial
loan sales occurred during the year ended December 31, 2015 and the six months ended June 30, 2016. During the
three and six months ended June 30,
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2016, repayments on secured borrowings totaled $0.1 million and $0.3 million, respectively. During the three and six
months ended June 30, 2015, repayments on secured borrowings totaled $0.4 million and $0.6 million, respectively.
The weighted average interest rate on our secured borrowings was approximately 6.0% and 5.8% as of June 30, 2016
and December 31, 2015, respectively.

Distribution Policy

Our Board will determine the timing and amount, if any, of our distributions. We intend to pay distributions on a
quarterly basis. In order to avoid corporate-level tax on the income we distribute as a RIC, we must distribute to our
stockholders 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, on an annual basis out of the assets legally available for such distributions. In addition,
we also intend to distribute any realized net capital gains (i.e., realized net long-term capital gains in excess of realized
net short-term capital losses) at least annually out of the assets legally available for such distributions. Distributions to
stockholders for the three and six months ended June 30, 2016 totaled $4.5 million ($0.35 per share) and $9.1 million
($0.70 per share), respectively. Distributions to stockholders for the three and six months ended June 30, 2015 totaled
$4.4 million ($0.35 per share) and $7.7 million ($0.70 per share), respectively. The tax character of such distributions
is determined at the end of the fiscal year. However, if the character of such distributions were determined as of June
30, 2016 and 2015, no portion of these distributions would have been characterized as a tax return of capital to
stockholders.

We have adopted an opt out dividend reinvestment plan ( DRIP ) for our common stockholders. As a result, if we
declare a distribution, our stockholders cash distributions will be automatically reinvested in additional shares of our
common stock unless a stockholder specifically opts out of our DRIP. If a stockholder opts out, that stockholder will

receive cash distributions. Although distributions paid in the form of additional shares of our common stock will

generally be subject to U.S. federal, state and local taxes in the same manner as cash distributions, stockholders
participating in our DRIP will not receive any corresponding cash distributions with which to pay any such applicable
taxes.

Related Party Transactions
We have a number of business relationships with affiliated or related parties, including the following:

We have an Investment Advisory and Management Agreement with MC Advisors, an investment advisor registered

with the SEC, to manage our day-to-day operating and investing activities. We pay MC Advisors a fee for its services

under the Investment Advisory and Management Agreement consisting of two components a base management fee

and an incentive fee. See Note 6 to our consolidated financial statements and Significant Accounting Estimates and

Critical Accounting Policies Capital Gains Incentive Fee for additional information.

We have an Administration Agreement with MC Management to provide us with the office facilities and

administrative services necessary to conduct our day-to-day operations. See Note 6 to our consolidated financial

statements for additional information.

Theodore L. Koenig, our Chief Executive Officer and Chairman of our Board is also a manager of MC Advisors and

the President and Chief Executive Officer of MC Management. Aaron D. Peck, our Chief Financial Officer and Chief

Investment Officer, serves as a director on our Board and is also a managing director of MC Management.

We have a license agreement with Monroe Capital LLC, under which Monroe Capital LLC has agreed to grant us a

non-exclusive, royalty-free license to use the name Monroe Capital for specified purposes in our business.

In addition, we have adopted a formal code of ethics that governs the conduct of MC Advisors officers, directors and
employees. Our officers and directors also remain subject to the duties imposed by both the 1940 Act and Maryland

Distribution Policy 63



S-34

Edgar Filing: MONROE CAPITAL Corp - Form 497

General Corporation Law.

Related Party Transactions

64



Edgar Filing: MONROE CAPITAL Corp - Form 497

TABLE OF CONTENTS

Commitments and Contingencies and Off-Balance Sheet
Arrangements

The following table shows our significant contractual payment obligations for repayment as of December 31, 2015
(dollars in thousands):

Lessthan 1 3 More than
Total 3 Syears
1 year years 5 years
Revolving credit facility $123,700 $ $ $123,700 $
SBA debentures payable 40,000 40,000
Unfunded commitments(D 20,703 20,703
Total contractual obligations® $184,403 $20,703 $ $123,700 $40,000

Unfunded commitments represent all amounts unfunded as of December 31, 2015, consisting of approximately

$12.8 million in underdrawn revolvers, $1.9 million in capital expenditure loans and $6.0 million in delayed draw
(1)commitments. These amounts may or may not be funded to the borrowing party now or in the future. The unfunded
commitments relate to loans with various maturity dates, but we are showing this amount in the less than one year
category as this entire amount was eligible for funding to the borrowers as of December 31, 2015.
(2)Total contractual obligations excludes $2.5 million of secured borrowings. See  Liquidity and Capital

Resources Borrowings Secured Borrowings.

We may become a party to financial instruments with off-balance sheet risk in the normal course of our business to
meet the financial needs of our portfolio companies. These instruments may include commitments to extend credit and
involve, to varying degrees, elements of liquidity and credit risk in excess of the amount recognized in the
consolidated statements of assets and liabilities.

Commitments and Contingencies

As of June 30, 2016 and December 31, 2015, we had $23.4 million and $20.7 million in outstanding commitments to
fund investments under undrawn revolvers, capital expenditure loans and delayed draw commitments. Additionally,
we have entered into certain contracts with other parties that contain a variety of indemnifications. Our maximum
exposure under these arrangements is unknown. However, we have not experienced claims or losses pursuant to these
contracts and believe the risk of loss related to such indemnifications to be remote.

Off-Balance Sheet Arrangements
We have no off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our

financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources.

Market Trends

We have identified the following trends that may affect our business:

Target Market: We believe that small and middle-market companies in the United States with annual revenues
between $10.0 million and $2.5 billion represent a significant growth segment of the U.S. economy and often require
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substantial capital investments to grow. Middle-market companies have generated a significant number of investment
opportunities for investment funds managed or advised by Monroe Capital, and we believe that this market segment
will continue to produce significant investment opportunities for us.

Specialized Lending Requirements: We believe that several factors render many U.S. financial institutions ill-suited
to lend to U.S. middle-market companies. For example, based on the experience of our management team, lending to
U.S. middle-market companies (1) is generally more labor intensive than lending to larger companies due to the
smaller size of each investment and the fragmented nature of information for such companies, (2) requires due
diligence and underwriting practices consistent with the demands and economic limitations of the middle-market and
(3) may also require more extensive ongoing monitoring by the lender.

Demand for Debt Capital: We believe there is a large pool of uninvested private equity capital for middle-market
companies. We expect private equity firms will seek to leverage their investments by combining equity capital with

senior secured loans and mezzanine debt from other sources, such as us.
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Competition from Other Lenders: We believe that many traditional bank lenders, in recent years, de-emphasized their
service and product offerings to middle-market businesses in favor of lending to large corporate clients and managing
capital market transactions. In addition, many commercial banks face significant balance sheet constraints as they seek
to build capital and meet future regulatory capital requirements. These factors may result in opportunities for
alternative funding sources to middle-market companies and therefore drive increased new investment opportunities
for us. Conversely, there is increased competitive pressure in the BDC and investment company marketplace for
senior and subordinated debt which could result in lower yields for increasingly riskier assets.

Pricing and Deal Structures: We believe that the volatility in global markets over the last several years and current
macroeconomic issues such as a weakened U.S. economy has reduced access to, and availability of, debt capital to
middle-market companies, causing a reduction in competition and generally more favorable capital structures and deal
terms. Recent capital raises in the BDC and investment company marketplace have created increased competition;
however, we believe that current market conditions may continue to create favorable opportunities to invest at
attractive risk-adjusted returns.

Recent Developments

On July 25, 2016, we closed a public offering of 3,100,000 shares of our common stock at a public offering price of
$15.50 per share, raising approximately $48.1 million in gross proceeds. On August 3, 2016, we sold an additional
465,000 shares of our common stock, at a public offering price of $15.50 per share, raising approximately $7.2 million
in gross proceeds pursuant to the underwriters exercise of the over-allotment option. Aggregate underwriters discounts
and commissions were $2.2 million and offering costs are expected to total approximately $0.4 million.

On August 30, 2016, the Board declared a quarterly dividend of $0.35 per share payable on September 30, 2016 to
holders of record on September 15, 2016.

Significant Accounting Estimates and Critical Accounting
Policies

Revenue Recognition

We record interest income on an accrual basis to the extent that we expect to collect such amounts. For loans and debt
securities with contractual PIK interest, we do not accrue PIK interest if the portfolio company valuation indicates that
such PIK interest is not collectible. We do not accrue as a receivable interest on loans and debt securities if we have
reason to doubt our ability to collect such interest. Loan origination fees, original issue discount and market discount
or premium is capitalized, and we then amortize such amounts using the effective interest method as interest income
over the life of the investment. Upon the prepayment of a loan or debt security, any unamortized premium or discount
or loan origination fees are recorded as interest income. We record prepayment premiums on loans and debt securities
as interest income when we receive such amounts.

Dividend income on preferred equity securities is recorded as dividend income on an accrual basis to the extent that
such amounts are payable by the portfolio company and are expected to be collected. Dividend income on common
equity securities is recorded on the record date for private portfolio companies. Each distribution received from
limited liability company ( LLC ) and limited partnership ( LP ) investments is evaluated to determine if the distribution
should be recorded as dividend income or a return of capital. Generally, we will not record distributions from equity
investments in LLCs and LPs as dividend income unless there are sufficient accumulated tax-basis earnings and
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profits in the LLC or LP prior to the distribution. Distributions that are classified as a return of capital are recorded as
a reduction in the cost basis of the investment.

Valuation of Portfolio Investments

As a BDC, we generally invest in illiquid securities including debt and, to a lesser extent, equity securities of
middle-market companies. Under procedures established by our Board, we value investments for which market
quotations are readily available and within a recent date at such market quotations. We obtain these market values
from an independent pricing service or at the mean between the bid and ask prices obtained from at least two brokers
or dealers (if available, otherwise by a principal market maker or a primary
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market dealer). When doing so, we determine whether the quote obtained is sufficient in accordance with generally

accepted accounting principles in the United States ( GAAP ) to determine the fair value of the security. Debt and

equity securities that are not publicly traded or whose market prices are not readily available or whose market prices

are not regularly updated are valued at fair value as determined in good faith by our Board. Such determination of fair

values may involve subjective judgments and estimates. Investments purchased within 60 days of maturity are valued

at cost plus accreted discount, or minus amortized premium, which approximates fair value. With respect to unquoted

or thinly-traded securities, our Board, together with our independent valuation firms, values each investment
considering, among other measures, discounted cash flow models, comparisons of financial ratios of peer companies
that are public and other factors.

Our Board is ultimately and solely responsible for determining the fair value of the portfolio investments that are not
publicly traded, whose market prices are not readily available on a quarterly basis in good faith or any other situation
where portfolio investments require a fair value determination.

When an external event such as a purchase transaction, public offering or subsequent equity sale occurs, our Board
uses the pricing indicated by the external event to corroborate and/or assist us in our valuation. Because we expect that
there will not be a readily available market for many of the investments in our portfolio, we expect to value many of
our portfolio investments at fair value as determined in good faith by our Board using a documented valuation policy
and a consistently applied valuation process. Due to the inherent uncertainty of determining the fair value of
investments that do not have a readily available market value, the fair value of our investments may differ
significantly from the values that would have been used had a readily available market value existed for such
investments, and the differences could be material.

With respect to investments for which market quotations are not readily available, our Board undertakes a multi-step
valuation process each quarter, as described below:

the quarterly valuation process begins with each portfolio company or investment being initially evaluated and rated
by the investment professionals responsible for the credit monitoring of the portfolio investment;

preliminary valuation conclusions are then documented and discussed with senior management;
our Board engages one or more independent valuation firm(s) to conduct fair value appraisals of material investments
for which market quotations are not readily available. These fair value appraisals for material investments are
received at least once in every calendar year for each portfolio company investment, but are generally received
quarterly;
our audit committee of the Board reviews the preliminary valuations of MC Advisors and of the independent
valuation firm(s) and responds and supplements the valuation recommendations to reflect any comments; and
our Board discusses these valuations and determines the fair value of each investment in the portfolio in good faith,
based on the input of MC Advisors, the independent valuation firm(s) and the audit committee.

Valuation of Secured Borrowings

We have elected the fair value option under Accounting Standards Codification ( ASC ) Topic 825 Financial
Instruments ( ASC Topic 825 ) relating to accounting for debt obligations at their fair value for our secured borrowings,
which arose due to partial loan sales which did not meet the criteria for sale treatment under ASC Topic 860. Due to
the absence of a liquid trading market for these secured borrowings, they are valued by calculating the net present
value of the future expected cash flow streams using an appropriate risk-adjusted discount rate model. The discount
rate considers projected performance of the related loan investment, applicable market yields and leverage levels,
credit quality, prepayment penalties and comparable company analysis. We will consult with an independent valuation
firm relative to the fair value of its secured borrowings at least once in every calendar year.
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Net Realized Gains or Losses and Net Change in Unrealized Appreciation or
Depreciation

We measure realized gains or losses by the difference between the net proceeds from the sale and the amortized cost
basis of the investment, without regard to unrealized appreciation or depreciation previously
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recognized. Net change in unrealized appreciation or depreciation reflects the change in portfolio investment values
during the reporting period, including any reversal of previously recorded unrealized appreciation or depreciation,
when gains or losses are realized. We report changes in the fair value of secured borrowings that are measured at fair
value as a component of the net change in unrealized (appreciation) depreciation on secured borrowings in the
consolidated statements of operations.

Capital Gains Incentive Fee

Pursuant to the terms of the Investment Advisory and Management Agreement with MC Advisors, the incentive fee
on capital gains earned on liquidated investments of our portfolio is determined and payable in arrears as of the end of
each calendar year (or upon termination of the investment advisory and administrative services agreement). This fee
equals 20.0% of our incentive fee capital gains (i.e., our realized capital gains on a cumulative basis from inception,
calculated as of the end of the applicable period, net of all realized capital losses and unrealized capital depreciation
on a cumulative basis), less the aggregate amount of any previously paid capital gains incentive fees. On a quarterly
basis, we accrue for the capital gains incentive fee by calculating such fee as if it were due and payable as of the end
of such period.

While the Investment Advisory and Management Agreement with MC Advisors neither includes nor contemplates the
inclusion of unrealized gains in the calculation of the capital gains incentive fee, pursuant to an interpretation of an
American Institute for Certified Public Accountants Technical Practice Aid for investment companies, we include

unrealized gains in the calculation of the capital gains incentive fee expense and related accrued capital gains
incentive fee. This accrual reflects the incentive fees that would be payable to MC Advisors if our entire portfolio was
liquidated at its fair value as of the consolidated statement of asset and liabilities date even though MC Advisors is not

entitled to an incentive fee with respect to unrealized gains unless and until such gains are actually realized.

During the three months ended June 30, 2016, we had a reduction in accrued capital gains incentive fees of $97
thousand, all as a result of net declines in portfolio valuations during the period. During the six months ended June 30,
2016, we had a net increase in accrued capital gains incentive fees of $138 thousand, of which $117 thousand was
related to realized capital gains and was therefore payable to MC advisors and $21 thousand was a result of net
increases in portfolio valuations during the period. During the three and six months ended June 30, 2015, we did not
accrue any capital gains incentive fees based on the performance of our portfolio.

New Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board ( FASB ) issued Accounting Standards Update ( ASU )

2014-09, Revenue from Contracts with Customers (ASC Topic 606) ( ASU 2014-09 ). The core principle of ASU

2014-09 is that an entity should recognize revenue to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. To achieve that core principle, an entity should apply the following steps: Step 1: Identify the contract(s)

with a customer. Step 2: Identify the performance obligations in the contract. Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract. Step 5: Recognize revenue when

(or as) the entity satisfies a performance obligation.

ASU 2014-09 also specified the accounting for some costs to obtain or fulfill a contract with a customer. In addition,
ASU 2014-09 requires that an entity disclose sufficient information to enable users of financial statements to
understand the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with

customers. The initial effective date of ASU 2014-09 was for fiscal periods beginning after December 15, 2016.

Capital Gains Incentive Fee 71



Edgar Filing: MONROE CAPITAL Corp - Form 497

However, in August 2015, the FASB issued ASU 2015-14, Revenue from Contracts with Customers (ASC Topic 606):
Deferral of the Effective Date, which deferred the effective date to fiscal periods beginning after December 15, 2017.
Management is currently evaluating the impact these changes will have on our consolidated financial statements and

disclosures.

In February 2015, the FASB issued ASU 2015-02, Consolidation (ASC Topic 810): Amendments to the Consolidation
Analysis ( ASU 2015-02 ). ASU 2015-02 significantly changes the consolidation analysis required under GAAP and
ends the deferral granted to investment companies from applying the variable
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interest entity guidance. ASU 2015-02 is effective for interim and annual reporting periods in fiscal years that begin
after December 15, 2015 and early adoption is permitted. We have adopted ASU 2015-02 and the adoption did not
have a material impact on our consolidated financial statements and disclosures.

In April 2015, the FASB issued ASU No. 2015-03, Interest  Imputation of Interest (Subtopic 835-30): Simplifying the
Presentation of Debt Issuance Costs ( ASU 2015-03 ). ASU 2015-03 requires that debt issuance costs related to a
recognized debt liability be presented in the statements of assets and liabilities as a direct deduction from the carrying
amount of that debt liability, consistent with debt discounts. The recognition and measurement guidance for debt
issuance costs are not affected by the amendments in this ASU. ASU 2015-03 is effective for fiscal years that begin
after December 15, 2015 and early adoption is permitted. We have adopted ASU 2015-03 and the revised presentation
is reflected in our consolidated financial statements for the periods presented.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments  Overall (Subtopic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities ( ASU 2016-01 ). ASU 2016-01 retains many current
requirements for the classification and measurement of financial instruments; however, it significantly revises an
entity s accounting related to (1) the classification and measurement of investments in equity securities and (2) the
presentation of certain fair value changes for financial liabilities measured at fair value. ASU 2016-01 also amends
certain disclosure requirements associated with the fair value of financial instruments. This guidance is effective for
annual and interim periods beginning after December 15, 2017, and early adoption is not permitted for public business
entities. Management is currently evaluating the impact these changes will have on our consolidated financial
statements and disclosures.

Quantitative and Qualitative Disclosures about Market Risk

We are subject to financial market risks, including changes in interest rates. The majority of the loans in our portfolio
have floating interest rates, and we expect that our loans in the future may also have floating interest rates. These
loans are usually based on a floating LIBOR and typically have interest rate re-set provisions that adjust applicable
interest rates under such loans to current market rates on a monthly or quarterly basis. The majority of the loans in our
current portfolio have interest rate floors which have effectively converted the loans to fixed rate loans in the current
interest rate environment. In addition, our credit facility has a floating interest rate provision and we expect that other
credit facilities into which we enter in the future may have floating interest rate provisions.

Assuming that the consolidated statement of financial condition as of June 30, 2016 was to remain constant and that
we took no actions to alter our existing interest rate sensitivity, the following table shows the annualized impact of
hypothetical base rate changes in interest rates.

Increase Increase
(decrease) (decrease)
in interest  in interest

Net increase
(decrease) in net
investment income

Change in Interest Rates

income expense

(in thousands)
Down 25 basis points $44 ) $ (318 ) $ 274
Up 100 basis points 1,483 1,249 234
Up 200 basis points 4,547 2,544 2,003
Up 300 basis points 7,655 3,838 3,817
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Although we believe that this analysis is indicative of our existing sensitivity to interest rate changes, it does not
adjust for changes in the credit market, credit quality, the size and composition of the assets in our portfolio and other
business developments, including borrowing under the credit facility or other borrowings that could affect net increase
in net assets resulting from operations, or net income. Accordingly, we can offer no assurances that actual results
would not differ materially from the analysis above.

We may in the future hedge against interest rate fluctuations by using standard hedging instruments such as futures,
options and forward contracts to the extent permitted under the 1940 Act and applicable commodities laws. While
hedging activities may insulate us against adverse changes in interest rates, they may also limit our ability to
participate in the benefits of lower interest rates with respect to the investments in our portfolio with fixed interest
rates or interest rate floors.
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PLAN OF DISTRIBUTION

We have entered into separate equity distribution agreements, each dated February 6, 2015, with each of MLV & Co.
LLC and JMP Securities LLC. On July 1, 2016, we entered into an amendment to MLV s equity distribution
agreement and an assignment agreement to replace MLV with FBR Capital Markets & Co. ( FBR ), as sales agent.
MLV is an affiliate of FBR. JMP and FBR will each act as our sales agent in connection with the offer and sale of
shares of our common stock pursuant to this prospectus supplement and the accompanying prospectus. Upon written
instructions from us, a Sales Agent will use its commercially reasonable efforts consistent with its sales and trading
practices to sell, as our sales agent, our common stock under the terms and subject to the conditions set forth in the
respective equity distribution agreement. We will instruct the Sales Agent as to the amount of common stock to be
sold by it. We may instruct the Sales Agent not to sell common stock if the sales cannot be effected at or above the
price designated by us in any instruction. The sales price per share of our common stock offered by this prospectus
supplement and the accompanying prospectus, less the Sales Agent s commission, may be less than the net asset value
per share of our common stock at the time of such sale. We or the Sales Agent may suspend the offering of shares of
common stock upon proper notice and subject to other conditions.

Sales of our common stock, if any, under this prospectus supplement and the accompanying prospectus may be made
in negotiated transactions or transactions that are deemed to be at the market, as defined in Rule 415 under the
Securities Act, including sales made directly on The Nasdaq Global Select Market or similar securities exchange or
sales made to or through a market maker other than on an exchange at prices related to the prevailing market prices or
at negotiated prices.

The Sales Agent will provide written confirmation of a sale to us no later than the opening of the trading day on The
Nasdaq Global Select Market following each trading day in which shares of our common stock are sold under the
equity distribution agreement. Each confirmation will include the number of shares of common stock sold on the

preceding day, the net proceeds to us and the compensation payable by us to the Sales Agent in connection with the

sales.

Under the terms of the equity distribution agreements, FBR Capital Markets & Co. and JMP Securities LLC will be
entitled to compensation of up to 2.0% of the gross sales price of shares of our common stock sold through them as
sales agents. We estimate that the total expenses for the offering, excluding compensation payable to the Sales Agents
under the terms of each equity distribution agreement, will be approximately $285,000 (including up to an aggregate
of $25,000 in reimbursement of the Sales Agents counsel fees).

Settlement for sales of shares of common stock will occur on the third trading day following the date on which such

sales are made, or on some other date that is agreed upon by us and the Sales Agent in connection with a particular

transaction, in return for payment of the net proceeds to us. There is no arrangement for funds to be received in an
escrow, trust or similar arrangement.

We will report at least quarterly the number of shares of our common stock sold through the Sales Agents under the
equity distribution agreements and the net proceeds to us.

In connection with the sale of the common stock on our behalf, the Sales Agents may be deemed to be an underwriter
within the meaning of the Securities Act, and the compensation of the Sales Agents may be deemed to be
underwriting commissions or discounts. We have agreed to provide indemnification and contribution to the Sales
Agents with respect to certain civil liabilities, including liabilities under the Securities Act.
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The offering of our shares of common stock pursuant to the equity distribution agreement will terminate upon the
earlier of (i) the sale of all common stock subject to the equity distribution agreement or (ii) the termination of the
equity distribution agreements as permitted therein.

The principal business address of FBR Capital Markets & Co. is 1300 North 17th Street, Suite 1400, Arlington, VA
222009. The principal business address of JMP Securities LLC is 600 Montgomery Street, San Francisco, CA 94111.
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SALE OF COMMON STOCK BELOW NET ASSET
VALUE

We are currently in the process of obtaining stockholder authorization to, subject to approval of our board of directors
and certain limitations set forth below, sell or otherwise issue shares of our common stock at a discount from net asset
value per share for a period of twelve months. In order to sell shares pursuant to this authorization a majority of our
directors who have no financial interest in the sale or issuance and a majority of our independent directors must (a)
find that the sale or issuance is in our best interests and in the best interests of our stockholders, and (b) in consultation
with any underwriter or underwriters of the offering, make a good faith determination as of a time either immediately
prior to the first solicitation by us or on our behalf of firm commitments to purchase such shares, or immediately prior
to the issuance of such shares, that the price at which such shares are to be sold or otherwise issued is not less than a
price which closely approximates the market value of such shares, less any distributing commission or discount. Any
offering of common stock below net asset value per share will be designed to raise capital for investment in
accordance with our investment objective. For additional information, see Sales of Common Stock Below Net Asset
Value in the accompanying prospectus.

Our net asset value per share as of June 30, 2016 (the last date prior to the date of this prospectus supplement on
which we determined net asset value) was $14.50.

In making a determination that an offering of common stock at a price below its net asset value per share is in our and
our stockholders best interests, our board of directors would consider a variety of factors, including:

The effect that an offering below net asset value per share would have on our stockholders, including the potential
dilution they would experience as a result of the offering;
The amount per share by which the offering price per share and the net proceeds per share are less than the most
recently determined net asset value per share;
The relationship of recent market prices of our common stock to net asset value per share and the potential impact of
the offering on the market price per share of our common stock;
Whether the estimated offering price would closely approximate the market value of our shares, less distributing
commissions or discounts, and would not be below current market price;
The potential market impact of being able to raise capital in the current financial market;
The nature of any new investors anticipated to acquire shares in the offering;
The anticipated rate of return on and quality, type and availability of investments;
The leverage available to us, both before and after the offering and other borrowing terms; and
The potential investment opportunities available relative to the potential dilutive effect of additional capital at the time
of the offering.

Our board of directors will also consider the fact that a sale of shares of common stock at a discount will benefit MC
Adpvisors, as MC Advisors will earn additional investment management fees on the proceeds of such offerings, as it
would from the offering of any of our other securities or from the offering of common stock at a premium to net asset
value per share.

Sales or other issuances by us of our common stock at a discount from net asset value pose potential risks for our
existing stockholders whether or not they participate in the offering, as well as for new investors who participate in the
offering. Any sale of common stock at a price below net asset value per share will result in an immediate dilution to
many of our existing common stockholders even if they participate in such sale. See Risk Factors If we sell common
stock at a discount to our net asset value per share, stockholders who do not participate in such sale will experience
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immediate dilution in an amount that may be material in the accompanying prospectus.
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LEGAL MATTERS

Certain legal matters regarding the shares of common stock offered by this prospectus supplement will be passed upon
for us by Nelson Mullins Riley & Scarborough LLP, Washington, D.C. Nelson Mullins Riley & Scarborough LLP
also represents MC Advisors. Certain legal matters in connection with the offering will be passed upon for the Sales
Agents by Duane Morris LLP, Newark, NJ.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM

The consolidated financial statements and the related senior securities table appearing in the accompanying prospectus
have been audited by RSM US LLP, an independent registered public accounting firm located at One South Wacker
Drive, Suite 800, Chicago, IL 60606, as stated in their reports appearing elsewhere therein, and are included in
reliance upon such reports and upon the authority of such firm as experts in accounting and auditing.

AVAILABLE INFORMATION

We have filed with the SEC a registration statement on Form N-2, together with all amendments and related exhibits,
under the Securities Act, with respect to the shares of common stock offered by this prospectus supplement and the
accompanying prospectus. The registration statement contains additional information about us and the shares of
common stock being offered by this prospectus supplement and the accompanying prospectus.

We file with or submit to the SEC annual, quarterly and current reports, proxy statements and other information
meeting the informational requirements of the Exchange Act. You may inspect and copy these reports, proxy
statements and other information, as well as the registration statement and related exhibits and schedules, at the SEC s
Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. You may obtain information on the operation
of the Public Reference Room by calling the SEC at (202) 551-8090. We maintain a website at www.monroebdc.com
and make all of our annual, quarterly and current reports, proxy statements and other publicly filed information
available, free of charge, on or through our website. Information contained on our website is not incorporated into this
prospectus supplement and accompanying prospectus, and you should not consider information on our website to be
part of this prospectus supplement and the accompanying prospectus. You may also obtain such information by
contacting us in writing at 311 South Wacker Drive, Suite 6400, Chicago, Illinois 60606, Attention: Investor
Relations. The SEC maintains a website that contains reports, proxy and information statements and other information
we file with the SEC at www.sec.gov. Copies of these reports, proxy and information statements and other information
may also be obtained, after paying a duplicating fee, by electronic request at the following e-mail address:
publicinfo@sec.gov, or by writing the SEC s Public Reference Section, 100 F Street, N.E., Washington, D.C. 20549.
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MONROE CAPITAL CORPORATION

CONSOLIDATED STATEMENTS OF ASSETS AND
LIABILITIES
(in thousands, except per share data)

June 30, 13)16 cember
2016 2015
(unaudited)
ASSETS
Investments, at fair value:
Non-controlled/non-affiliate company investments $293,578 $295,819
Non-controlled affiliate company investments 41,880 38,747
Controlled affiliate company investments 7,350 6,525
Total investments, at fair value (cost of: $343,454 and $342,738, respectively) 342,808 341,091
Cash 5,483 5,278
Restricted cash 8,139 8,588
Interest receivable 2,041 1,606
Other assets 579 747
Total assets 359,050 357,310
LIABILITIES
Debt:
Revolving credit facility 127,200 123,700
SBA debentures payable 40,000 40,000
Total debt 167,200 163,700
Less: Unamortized deferred financing costs 4,037 ) (3,569 )
Total debt less unamortized deferred financing costs 163,163 160,131
Securec} borrowings, at fair value (proceeds of: $2,258 and $2,535, 2.112 2,476
respectively)
Payable for open trades 5,297
Interest payable 534 577
Management fees payable 1,504 1,503
Incentive fees payable 1,554 1,251
Accounts payable and accrued expenses 1,533 1,466
Directors fees payable 74
Total liabilities 170,400 172,775
Net assets $188,650 $184,535
Commitments and contingencies (See Note 10)
ANALYSIS OF NET ASSETS
Common stock, $0.001 par value, 100,000 shares authorized, 13,008 and $13 $13
13,008 shares issued and outstanding, respectively
Capital in excess of par value 184,419 184,419
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Undistributed net investment income (accumulated distributions in excess of net
investment income)

Accumulated nét unrealized appreciation (depreciation) on investments and G501 ) (1589 )
secured borrowings

Total net assets $188,650 $184,535
Net asset value per share $14.50 $14.19

4,719 1,692

See Notes to Consolidated Financial Statements.
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MONROE CAPITAL CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited)
(in thousands, except per share data)

Three months ended Six months ended
June 30, June 30,
2016 2015 2016 2015
Investment income:
Interest income:

Non-controlled/non-affiliate company investments $8,965 $8,363 $17,569 $15,704
Non-controlled affiliate company investments 1,092 962 2,165 1,452
Controlled affiliate company investments 10 194 10 444
Total interest income 10,067 9,519 19,744 17,600
Dividend income:

Non-controlled/non-affiliate company investments 250 500
Non-controlled affiliate company investments 801 2,413

Total dividend income 1,051 2,913

Total investment income 11,118 9,519 22,657 17,600
Operating expenses:

Interest and other debt financing expenses 1,773 1,251 3,464 2,354
Base management fees 1,504 1,188 3,004 2,256
Incentive fees 1,319 1,268 3,059 2,310
Professional fees 238 193 445 431
Administrative service fees 304 278 632 549
General and administrative expenses 182 231 433 388
Directors fees 39 39 74 74
Total expenses 5,359 4,448 11,111 8,362
Net investment income 5,759 5,071 11,546 9,238

Net gain (loss) on investments and secured borrowings:
Net realized gain (loss) on investments:

Non-controlled/non-affiliate company investments 587

Net realized gain (loss) on investments 587

Net change in unrealized appreciation (depreciation) on

investments:

Non-controlled/non-affiliate company investments (261 ) 665 (1,120) 37
Non-controlled affiliate company investments 1,368 698 3,196 981
Controlled affiliate company investments (1,648) (1,339) (1,075) (1,324)
Net change in unrealized appreciation (depreciation) on 541 ) 24 1,001 (306 )
investments

Net change in unrealized (appreciation) depreciation on

secured borrowings 59 31 ) 87 8

MONROE CAPITAL CORPORATION CONSOLIDATED STATEMENTS OF OPERATIONS (unaudited) @38thousal
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Net gain (loss) on investments and secured borrowings 482 ) (7 ) 1,675 (298 )
Net lnc.rease (decrease) in net assets resulting from $5.277 $5.064 $13221  $8.940
operations

Per common share data:
Net investment income per share  basic and diluted $0.44 $0.43 $0.89 $0.87
Net increase in net .assets resulting from operations per $0.41 $0.43 $1.02 $0.84
share basic and diluted

Weighted average common shares outstanding  basic and

diluted 13,008 11,718 13,008 10,646

See Notes to Consolidated Financial Statements.
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MONROE CAPITAL CORPORATION

CONSOLIDATED STATEMENTS OF CHANGES IN NET
ASSETS
(unaudited)
(in thousands)

Common Undistributed Accumulated
Stock net net
. Accumulated ..
investment net unrealized
. .. 1ncome . appreciation
Capital in (accumulatéﬁ%hze (depreciatidioxal
Number excessof . ..
Par distribution on net assets
of par value . 0ss) .
value in excess investments
shares
of net . and
. investments
investment secured
income) borrowings
Balances at December 31,2014 9,518 $10 $134,803 $(639 ) $ $(436 ) $133,738
Net 1ncreas§ (decrease) in n.et 9,238 (298 )  8.940
assets resulting from operations
Issuapce of common ‘st.ock, net of 2.932 ) 41,535 41,537
offering and underwriting costs
Stockholder distributions paid (7,728) (7,728 )
Balances at June 30, 2015 12,450 $12 $176,338 $871 $ $(734 ) $176,487
Balances at December 31, 2015 13,008 $13 $184,419 $1,692 $ $(1,589) $184,535
Net 1ncreas§ (decrease) in n.et 11,546 537 1,088 13,221
assets resulting from operations
Stockholder distributions paid (8,519) (587) (9,106 )
Balances at June 30, 2016 13,008 $13 $184,419 $4,719 §$ $(501 ) $188,650

See Notes to Consolidated Financial Statements.
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MONROE CAPITAL CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(in thousands)

Six months ended

June 30,

2016 2015
Cash flows from operating activities:
Net increase (decrease) in net assets resulting from operations $13,221 $8,940
Adjustments to reconcile net increase (decrease) in net assets resulting from
operations to net cash provided by (used in) operating activities:
Net change in unrealized (appreciation) depreciation on investments (1,001 ) 306
Net change in unrealized appreciation (depreciation) on secured borrowings (87 ) (8 )
Net realized (gain) loss on investments (587 )
Payment-in-kind interest income (830 ) (1,040 )
Net accretion of discounts and amortization of premiums (754 ) (479 )
Proceeds from principal payments and sales of investments 47,383 59,111
Purchases of investments (45,928) (106,876)
Amortization of deferred financing costs 381 367
Changes in operating assets and liabilities:
Interest receivable 435 ) (332 )
Other assets 168 313
Payable for open trades (5,297 ) 18,102
Interest payable 43 ) 151
Management fees payable 1 138
Incentive fees payable 303 128
Accounts payable and accrued expenses 67 264
Directors fees payable (74 )
Net cash provided by (used in) operating activities 6,488 (20,915 )
Cash flows from investing activities:
Net change in restricted cash 449 154
Net cash provided by (used in) investing activities 449 154
Cash flows from financing activities:
Borrowings on credit facility 24,000 49,900
Repayments of credit facility (20,500) (82,500 )
SBA debentures borrowings 20,000
Payments of deferred financing costs (849 ) (552 )
Repayments on secured borrowings 277 ) (550 )
Proceeds from shares sold, net of offering and underwriting costs 41,537
Stockholder distributions paid (9,106 ) (7,728 )
Net cash provided by (used in) financing activities (6,732 ) 20,107

MONROE CAPITAL CORPORATION CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited) @6 thousa
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Net increase (decrease) in cash 205 (654 )
Cash, beginning of period 5,278 4,561
Cash, end of period $5,483 $3,907
Supplemental disclosure of cash flow information:

Cash interest paid during the period $2,974 $1,855
Cash paid for excise taxes during the period $167 $

See Notes to Consolidated Financial Statements.
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MONROE CAPITAL CORPORATION

CONSOLIDATED SCHEDULE OF INVESTMENTS
(unaudited)
June 30, 2016
(in thousands, except for units)

Spread Interest AmortizedFair

@ . .

mpany Industry Above Rate Maturity Principal Cost Valu
Index®
red Loans
s III Corp. Consumer Goods: Non-Durable L+9.00 % 10.00 % 10/1/2021 5,955 $5,731 $5.7°
smmunity Homes, Inc.©) onking. Finance, Insurance &y ¢ 55 ¢, 9 50 % 7222019 7,667 7,529 7.6
Real Estate
. Banking, Finance, Insurance & 9.50% Cash/
( ) 9 9

ommunity Homes, Inc.® Real Estate L+12.50% 4.50% PIK 7/22/2019 4,122 4,053 4,1

. Banking, Finance, Insurance & 9.50% Cash/

(e) ’ > (w)
ommunity Homes, Inc.(® Real Estate L+12.50% 4.50% PIK n/a w) 507 495 507
rporation High Tech Industries L+5.25 % 6.25 % 10/1/2021 2,903 2,811 1,7¢
re, LLC® High Tech Industries L+8.00 % 9.00 % 6/20/2019 2,735 2,708 2,6¢
re, LLC (Revolver)® High Tech Industries L+8.00 % 9.00 % 6/20/2019 469
ands, Inc. Consumer Goods: Non-Durable L+7.50 % 8.50 % 11/6/2020 2,839 2,814 2,5
), LLC Construction & Building L+8.50 % 9.00 % 7/10/2020 5,450 5,368 5,4(
), LLC (Revolver)® Construction & Building L+8.50 % 9.00 % 7/10/2020 1,624 325 325
Detention Products, ¢ ction & Building L+10.509 100% Cash/ 00619 4002 3953 38
1.00% PIK

Detention Products, In¢. - 1 ruction & Building L4950 % 10.50 % 4/8/2019 400
chnologies Holdings, . \hace & Defense L+9.00 % 10.00 %  5/18/2020 4902 4791 5,0
Zhl‘;‘r’;‘\:iles Holdings, orospace & Defense L+9.00 % 10.00 %  5/18/2020 441 441 452
Z}rl)fzg)logles Holdings, Aerospace & Defense L+9.00 % 10.00 % 5/18/2020 1,528 153 153
t Holdings, Inc.® Energy: Oil & Gas L+7.00 % 7.50 % 2/17/2020 5,294 5,258 5,2¢
e Solutions, LLC® Services: Business L+8.50 % 10.00 % 2/28/2019 3,420 3,365 3,3
tal Group Holdings, Healthcare & Pharmaceuticals ~ L+8.00 % 8.50 %  4/8/2021 5466 5395  54°
tal Group Holdings, Healthcare & Pharmaceuticals ~ L+8.00 %  8.50 % 4/8/2021 519 218 218
>d Draw)©®®
:}ilr)% r)oup Holdings, Healthcare & Pharmaceuticals L+8.00 % 8.50 % 4/8/2021 573

MONROE CAPITAL CORPORATION CONSOLIDATED SCHEDULE OF INVESTMENTS (unaudited) Jug& 30, 20



LLC®
Ltd. (Delayed

dio, LLC

LC

LC (Revolver)®
lustries, Inc.

cal Holdings Co.

cal Holdings Co.
)

 Group LLC
 Group LLC (Delayed

 Group LLC

)

lustrial Holdings, LL.C
,LLC

, LLC (Revolver)®
ect Intermediate, LLC
telius, Inc.)

ect Intermediate, LLC
telius, Inc.)

ect Intermediate, LLC
telius, Inc.) (Revolver)®

xicology, LLC®

ackhawk, LLC®

ackhawk, LLC
)(g)

ackhawk, LLC

Brands, LLC®
Brands, LLC®

S-F-6
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Construction & Building
Media: Advertising, Printing &
Publishing

Media: Broadcasting &
Subscription

Energy: Oil & Gas

Energy: Oil & Gas
Construction & Building

Retail
Retail
Hotels, Gaming & Leisure
Hotels, Gaming & Leisure

Hotels, Gaming & Leisure

Metals & Mining
Consumer Goods: Non-Durable
Consumer Goods: Non-Durable

Services: Consumer
Services: Consumer
Services: Consumer

Healthcare & Pharmaceuticals
Healthcare & Pharmaceuticals

Healthcare & Pharmaceuticals

Healthcare & Pharmaceuticals

Consumer Goods: Non-Durable
Consumer Goods: Non-Durable

See Notes to Consolidated Financial Statements.

L+7.50 %
L+10.17%

L+9.50 %

L+12.75%

L+10.50%
L+7.00 %

L+9.00 %

L+8.00 %

L+12.50%

L+12.50%

L+12.50%

L+7.75 %
L+10.50%
L+10.50%

L+5.50 %

L+11.50%

L+8.50 %

L+11.50%
L+11.00%
L+11.00%

L+11.00%

n/a
n/a

8.00 %
10.86 %
10.00 %
12.00% Cash/( )
2.25% PIK
12.00 %
8.00 %
9.00% Cash/
1.00% PIK

9.00 %
10.50% Cash/
3.00% PIK
10.50% Cash/
3.00% PIK
10.50% Cash/
3.00% PIK

8.75 %
12.00 %
12.00 %
6.50 %
12.50 %
9.50 %
10.00% Cash/
2.00% PIK
12.00 %
12.00 %
12.00 %
10.00 %
15.00 %

6/23/2020
9/1/2018

12/17/2020

12/20/2018

12/20/2018
9/3/2019

9/12/2019

9/12/2019

3/24/2021

3/24/2021

3/24/2021

5/13/2019
10/4/2018
10/4/2018

7/1/2020

7/1/2020

7/1/2020

3/24/2020
3/31/2020
3/31/2020

3/31/2020

8/29/2019
8/29/2019

3,088
10,000

14,196

3,500

313
6,603

3,953
273

6,093
1,455

320

5,286
12,349
2,500

4,739
4,869
354

4,336
11,565
1,849

597

1,033
390

3,023
6,667

13,872

3,450

6,495
3,899

6,024

5,205
12,259
275

4,650

4,775

4,269
10,656

597

1,033
385

3,0
6,6

14,
3,34

6,6(
3.9:

6,0’

5,2¢
12,
275

4,7

4,8

4,3
11,1

595

763
371
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io Company®

' Dog Brands, LLC®

oldings, Inc.®

oldings, Inc. (Revolver)®

s Land Company of Georgia,

>mpanies®)

>mpanies (Revolver)®

it Container Corporation©®

'y Environmental Corporation

ra) ®

'y Environmental Corporation

ra)®

'y Environmental Corporation

ra) (Delayed Draw)@®

'y Environmental Corporation

ra) (Revolver)®

cquisition, Inc.®

cquisition, Inc. (Revolver)®
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MONROE CAPITAL CORPORATION

CONSOLIDATED SCHEDULE OF

INVESTMENTS

(unaudited)
June 30, 2016
(in thousands, except for units)

Spread

Industry Above
Index®

Consumer

Goods: n/a
Non-Durable

Healthcare & L+925 %
Pharmaceuticals

Healthcare & L+925 %
Pharmaceuticals

Banking,

Finance, L4+9.50 %
Insurance &

Real Estate

Serches: L+8.00 %
Business

Serches: L+8.00 %
Business

Containers,

Packaging & L+11.00%
Glass

Env1ror}mental L+8.00 %
Industries

Env1ror}mental L+8.00 %
Industries

Env1ror}mental L+8.00 %
Industries

Env1ror}mental L+8.00 %
Industries

Retail L+11.00%
Retail L+11.00%

Interest .

Rate Maturity
17.00 % 9/30/2016
9.71 % 7/10/2019
9.71 % 7/10/2019
9.96 % 12/28/2017
9.00 % 12/31/2018
9.00 % 12/31/2018
11.00% Cash/

2.00% PIK 1/6/2019
8.50 % 4/29/2021
8.50 % 4/29/2021
8.50 % 4/29/2018
8.50 % 4/29/2021
10.50% Cash/

(r)
2.00% PIK 0 12/17/2017
4.50% Cash/ ©  12/172017

8.00% PIK

(continued)

Principal

200

2,625

955

2,450

5,832

1,250

3,691

3,170
530
1,342
671
6,835

2,035

Amortized Fair

Cost

$195

2,585

930

2,413

5,754

3,621

3,107

525

54
6,769

2,035

Value®©

$200

2,508

889

2,413

5,829

3,606

3,178

531

54
2,987

2,035

0.

0.

0.

0.
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cquisition, Inc.®®

cquisition, Inc. (Delayed
)]

LLC

_LLC (Revolver)
_LC (CapEx)®
‘echnologies, Inc.

on Innovations, LLC

on Innovations, LLC
ver)(®

on Innovations, LLC (Delayed
2))

Holding, LLC

Holding, LLC (Revolver)®
Senior Secured Loans
nche Loans

orative Neuroscience

rk, LLC™

orative Neuroscience

rk, LLC

Automotive Corporation

ock Industries, LLC
 Technologies, Inc.(©)

Co, Inc.
Services Group, Inc.
Services Group, Inc.

ne, LLC

Unitranche Loans
- Secured Loans

.erospace, Inc.

Seguros Holdings II Co.

3akery Supplies LLC

ion Corporation of America
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Retail

Retail

Hotels, Gaming
& Leisure
Hotels, Gaming
& Leisure
Hotels, Gaming
& Leisure

High Tech
Industries
Hotels, Gaming
& Leisure
Hotels, Gaming
& Leisure
Hotels, Gaming
& Leisure
Retail

Retail

Healthcare &
Pharmaceuticals
Healthcare &
Pharmaceuticals
Automotive

Wholesale

Consumer
Goods:
Non-Durable
Consumer
Goods: Durable
Services:
Business
Services:
Business
Hotels, Gaming
& Leisure

Aerospace &
Defense
Banking,
Finance,
Insurance &
Real Estate
Beverage, Food
& Tobacco

L+11.00%

L+11.00%

L+11.51%

L+9.50 %

L+9.50 %

L+5.00 %

L+8.50 %

L+8.50 %

L+8.50 %

L+9.00 %
L+9.00 %

L+11.50%

n/a
L+9.25 %
L+13.74%

L+6.00 %

L+14.50%

L+9.00 %

L+9.00 %

L+8.50 %

L+9.00 %

L+9.00 %

L+7.75 %
L+11.00%

4.00% Cash/
8.50% PIK
10.50% Cash/
2.00% PIK
8.00% Cash/
4.01% PIK

10.00 %

8.00% Cash/
2.00% PIK

6.00 %

7.50% Cash/
1.50% PIK
7.50% Cash/
1.50% PIK
7.50% Cash/
1.50% PIK
10.00 %
10.00 %

(r)

13.00 %

12.00% Cash/
3.00% PIK
10.25 %
11.00% Cash/ ,
4.24% PIK

7.00 %

13.50% Cash/
2.50% PIK
9.50% Cash/
1.00% PIK
9.50% Cash/
1.00% PIK
9.00% Cash/
1.00% PIK

10.00 %

10.25 %

8.75 %
11.63 %

12/17/2017

12/17/2017

3/31/2021

3/31/2021

3/31/2021

5/31/2021

8/20/2020

8/20/2020

8/20/2020

9/30/2019
9/30/2019

12/27/2017

10/31/2016
4/3/2017
5/7/2019

12/26/2019

12/27/2017

12/17/2018

12/17/2018

12/31/2021

8/2/2022

5/8/2019

7/3/2021
12/31/2018

3,400
3,429
11,756
131
1,601
1,181
11,004
342

2,037

5,840
907
233,691

7,058

282
8,438
5,048

15,000

3,700
6,678
8,489
5,400

60,093

5,000

8,594

5,792
5,000

1,900
3,429
11,711
131
798
1,145

10,804

5,778

206,626

6,977

282
8,400
4,958

14,704

3,670
6,592
8,355
5,364

59,302

4,930

8,149

5,757
4,901

830
1,498
11,756
131
801
1,172

11,081

5,735

201,002

6,129

282
4,350
4,636

14,910

3,700
6,588
8,557
4,768

53,920

4,970

8,186

5,503
5,007

8.

2.

(continued) @mhauditec
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Services:
Consumer

See Notes to Consolidated Financial Statements.
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MONROE CAPITAL CORPORATION

CONSOLIDATED SCHEDULE OF
INVESTMENTS (continued)
(unaudited)

June 30, 2016
(in thousands, except for units)

All of our investments are issued by eligible U.S. portfolio companies, as defined in the Investment Company Act
(a)of 1940 (the 1940 Act ) except for InMobi Pte, Ltd. which is an international company headquartered in California.
All investments are non-controlled/non-affiliate company investments, unless otherwise noted.

See Notes to Consolidated Financial Statements.
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MONROE CAPITAL CORPORATION

CONSOLIDATED SCHEDULE OF
INVESTMENTS (continued)
(unaudited)

June 30, 2016
(in thousands, except for units)

The majority of the investments bear interest at a rate that may be determined by reference to London Interbank
Offered Rate ( LIBOR or L )orPrime Rate ( Prime or P ) which reset daily, monthly, quarterly, or semiannually. ]
each such investment, the Company has provided the spread over LIBOR or Prime and the current contractual
interest rate in effect at June 30, 2016. Certain investments are subject to a LIBOR or Prime interest rate floor.
Because there is no readily available market value for these investments, the fair value of these investments is
(c)determined in good faith by our board of directors as required by the Investment Company Act of 1940. (See Note
4 in the accompanying notes to the consolidated financial statements.)
(d) Percentages are based on net assets of $188,650 as of June 30, 2016.
As defined in the 1940 Act, the Company is deemed to be an  Affiliated Person of the portfolio company as it owns
five percent or more of the portfolio company s voting securities. See Note 5 in the accompanying notes to the
consolidated financial statements for additional information on transactions in which the issuer was an Affiliated
Person (but not a portfolio company that the Company is deemed to control).
All of this loan is held in the Company s wholly-owned subsidiary, Monroe Capital Corporation SBIC, LP and is
therefore not collateral to the Company s revolving credit facility.
All or a portion of this commitment was unfunded at June 30, 2016. As such, interest is earned only on the funded
portion of this commitment.
(h)A portion of this loan (principal of $2,401) is held in the Company s wholly-owned subsidiary, Monroe Capital
Corporation SBIC, LP and is therefore not collateral to the Company s revolving credit facility.
This delayed draw loan requires that certain financial covenants be met by the portfolio company prior to any
fundings.
This investment is treated as a non-qualifying investment under Section 55(a) of the 1940 Act. Under the 1940 Act,
the Company may not acquire any non-qualifying asset unless, at the time the acquisition is made, qualifying assets
represent at least 70% of the Company s total assets. As of June 30, 2016, non-qualifying assets totaled 1.88% of the
Company s total assets.
(k)A portion of this loan (principal of $3,740) is held in the Company s wholly-owned subsidiary, Monroe Capital
Corporation SBIC, LP and is therefore not collateral to the Company s revolving credit facility.
As defined in the 1940 Act, the Company is deemed to be both an Affiliated Person of and to Control this portfolio
company as it owns more than 25% in company s voting securities. See Note 5 in the accompanying notes to the
consolidated financial statements for additional information on transactions in which the issuer was both an
Affiliated Person and a portfolio company that the Company is deemed to Control.
(m)A portion of this loan (principal of $4,859) is held in the Company s wholly-owned subsidiary, Monroe Capital
Corporation SBIC, LP and is therefore not collateral to the Company s revolving credit facility.
The sale of a portion of this loan does not qualify for sale accounting under ASC Topic 860 Transfers and
Servicing, and therefore, the entire unitranche loan asset remains on the Consolidated Schedule of Investments.

(b)

(e)

€3]
€9)

®

@

@

(n)
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A portion of this loan (principal of $5,500) is held in the Company s wholly-owned subsidiary, Monroe Capital
Corporation SBIC, LP and is therefore not collateral to the Company s revolving credit facility.

(p) Represents less than 5% ownership of the portfolio company s voting securities.
The PIK portion of the interest rate for Landpoint, LLC is structured as a guaranteed fee paid upon the termination
(q) of the commitment. The fee accrues at 2.25% per annum and is subject to a minimum payment upon termination of
$338.

(0)

(r) This position is currently on non-accrual status.
A portion of the PIK interest rate for TRG, LLC is structured as a guaranteed fee paid upon the termination of the
(s)commitment. The fee accrues at 2.01% per annum and is subject to an estimated minimum payment upon
termination of $1,407.

See Notes to Consolidated Financial Statements.
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MONROE CAPITAL CORPORATION

CONSOLIDATED SCHEDULE OF
INVESTMENTS (continued)
(unaudited)

June 30, 2016
(in thousands, except for units)

The PIK portion of the interest rate for Gracelock Industries, LLC is structured as a fee paid upon the termination of
the commitment. The fee currently accrues at 4.24% per annum.

®

(u) Represents a non-income producing security.
V) This position includes a PIK dividend and is currently on non-accrual status.
(W) This is a demand note with no stated maturity.

n/a not applicable

See Notes to Consolidated Financial Statements.
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MONROE CAPITAL CORPORATION

CONSOLIDATED SCHEDULE OF INVESTMENTS
December 31, 2015
(in thousands, except for units)

Spread

Interest AmortizedFair

' (a) . ..
‘ompany Industry ﬁll()j(;:/;b) Rate Maturity Principal Cost Value(
ured Loans

Consumer Goods:
1gs IIT Corp. Non-Durable L+9.00 % 10.00 % 10/1/2021 5985 $5,746 $5,746
maceuticals, LLC® Healthcare & Pharmaceuticals L+7.50 % 8.50 % 9/13/2018 11,338 11,229 11,25
'g)laceutlcals, LLC Healthcare & Pharmaceuticals L+7.50 % 8.50 % 9/13/2018 1,336
Community Homes, Banking, Finance, Insurance & 14+8.00 % 950 % 7/22/2019 7.667 7511 7,39

Real Estate
Community Homes, Banking, Finance, Insurance & 9.50% Cash/

Real Estate L+12.50% 4.50% PIK 7/22/2019 4,029 3,951 3,941
orporation High Tech Industries L+5.25 % 6.25 % 10/1/2021 2,918 2,818 1,984
vare, LLCM) High Tech Industries L+8.00 % 9.00 % 6/20/2019 2,817 2,785 2,776
vare, LLC (Revolver)® High Tech Industries L+8.00 % 9.00 % 6/20/2019 469
3rands, Inc. Consumer Goods: L+7.50 % 8.50 % 11/6/2020 2919 2,892 2,737

Non-Durable
oo, LLC Construction & Building L+8.50 % 9.00 % 7/10/2020 4,179 4,101 4,093
00, LLC (Revolver)® Construction & Building L+8.50 % 9.00 % 7/10/2020 1,624 1,039 1,039
e Detention Products, 1 Jction & Building L+10.50% [00% Cash/ a0l a1 4161 3968

1.00% PIK

e Detention Products, Inc. - truction & Building L4950 % 10.50 % 4/82019 400
echnologies Holdings, . \hace & Defense L+9.00 % 10.00 % 5/18/2020 5236 5,106 5278
‘echnologies Holdings,

Aerospace & Defense L+9.00 % 10.00 % 5/18/2020 453 453 456
raw)
‘echnologies Holdings,
ver)® Aerospace & Defense L+9.00 % 10.00 % 5/18/2020 1,528 306 306
>ct Holdings, Inc.® Energy: Oil & Gas L+9.00 % 10.00 % 2/17/2020 5,363 5,299 5,443
yee Solutions, LLC® Services: Business L+8.50 % 10.00 % 2/28/2019 3,470 3,406 3,399
o LLC® Construction & Building L+7.50 % 8.00 % 6/23/2020 3,169 3,096 3,109
> Ltd. (Delayed Media: Advertising, Printing & -y 16 179, 10,50 % 9/1/2018 10,000 5842 5,772
) Publishing
adio, LLC L+9.50 % 10.00 % 12/17/2020 15,000 14,627 14,62
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LLC

LLC (Revolver)®
ndustries, Inc.

tical Holdings Co.

tical Holdings Co.
®

ia Group LLC
ia Group LLC (Delayed

ia Group LLC
()

1dustrial Holdings, LLC

1dustrial Holdings, LLC
()

ts, LLC

ts, LLC (Revolver)®

nect Intermediate, LLC
ntelius, Inc.)

nect Intermediate, LLC
ntelius, Inc.)

nect Intermediate, LLC
ntelius, Inc.) (Revolver)®

“oxicology, LLC®
“oxicology, LLC

®

3lackhawk, LLC(®

3lackhawk, LLC
H(g)

3lackhawk, LLC
)
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Media: Broadcasting &
Subscription

Energy: Oil & Gas

Energy: Oil & Gas
Construction & Building

Retail

Retail
Hotels, Gaming & Leisure

Hotels, Gaming & Leisure
Hotels, Gaming & Leisure
Metals & Mining

Metals & Mining

Consumer Goods:
Non-Durable
Consumer Goods:
Non-Durable

Services: Consumer
Services: Consumer
Services: Consumer
Healthcare & Pharmaceuticals

Healthcare & Pharmaceuticals
Healthcare & Pharmaceuticals

Healthcare & Pharmaceuticals

Healthcare & Pharmaceuticals

L+12.75%

L+10.50%
L+7.00 %

L+9.00 %

L+8.00 %
L+8.50 %
L+8.50 %

L+8.50 %

L+11.50%

L+9.50 %

L+10.50%

L+10.50%

L+5.50 %

L+11.50%

L+8.50 %

L+8.00 %

L+8.00 %
L+11.00%
L+11.00%

L+11.00%

12.00% Cash/

2.25% PIK
12.00 %
8.00 %
9.00% Cash/
1.00% PIK

9.00 %
9.50 %
9.50 %
9.50 %
11.00% Cash/
2.00% PIK
11.00 %
12.00 %
12.00 %
6.50 %
12.50 %
9.50 %
8.00% Cash/
1.00% PIK
8.00% Cash/
1.00% PIK
12.00 %
12.00 %
12.00 %

See Notes to Consolidated Financial Statements.

12/20/2018

12/20/2018
9/3/2019

9/12/2019

9/12/2019
9/12/2019
9/12/2019

9/12/2019

5/13/2019

5/13/2019

10/4/2018

10/4/2018

7/1/2020

7/1/2020

7/1/2020

3/24/2020

3/24/2020
3/31/2020
3/31/2020

3/31/2020

3,750

313
6,690

4,035

273
3,875
1,600

320
6,326
2,844
12,698
2,500
4,958
4,979
354
5,440

635
12,207
1,849

2,288

3,688

6,562
3,972

3,814

6,213
1,219
12,589
1,025
4,855

4,874

5,345

11,155
789

629

3,634

6,657
3,98¢

3,864

6,177
1,219
12,67
1,024
4,993

4,964

5,358

12,26
786

634
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See Notes to Consolidated Financial Statements.
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All of our investments are issued by eligible U.S. portfolio companies, as defined in the Investment Company Act
(a)of 1940 (the 1940 Act ) except for InMobi Pte, Ltd. which is an international company headquartered in California.

All investments are non-controlled/non-affiliate company investments, unless otherwise noted.

The majority of the investments bear interest at a rate that may be determined by reference to London Interbank

Offered Rate ( LIBOR or L )orPrime Rate ( Prime or P ) which reset daily, monthly, quarterly, or semiannually. ]
(b)each such investment the Company has provided the spread over LIBOR or Prime and the current contractual

interest rate in effect at December 31, 2015. Certain investments are subject to a LIBOR or Prime interest rate

floor.

See Notes to Consolidated Financial Statements.
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Because there is no readily available market value for these investments, the fair value of these investments is
(c)determined in good faith by our board of directors as required by the Investment Company Act of 1940. (See Note
4 in the accompanying notes to the consolidated financial statements.)

(d) Percentages are based on net assets of $184,535 as of December 31, 2015.
A portion of this loan (principal of $4,679) is held in the Company s wholly-owned subsidiary, Monroe Capital
Corporation SBIC, LP and is therefore not collateral to the Company s revolving credit facility.
All or a portion of this commitment was unfunded at December 31, 2015. As such, interest is earned only on the
funded portion of this commitment.
As defined in the 1940 Act, the Company is deemed to be an  Affiliated Person of the portfolio company as it owns
five percent or more of the portfolio company s voting securities. See Note 5 in the accompanying notes to the
consolidated financial statements for additional information on transactions in which the issuer was an Affiliated
Person (but not a portfolio company that the Company is deemed to control).
All of this loan is held in the Company s wholly-owned subsidiary, Monroe Capital Corporation SBIC, LP and is
therefore not collateral to the Company s revolving credit facility.

@ A portion of this loan (principal of $2,532) is held in the Company s wholly-owned subsidiary, Monroe

Capital Corporation SBIC, LP and is therefore not collateral to the Company s revolving credit facility.
This delayed draw loan requires that certain financial covenants be met by the portfolio company prior to any
fundings.
This investment is treated as a non-qualifying investment under Section 55(a) of the 1940 Act. Under the 1940 Act,
the Company may not acquire any non-qualifying asset unless, at the time the acquisition is made, qualifying assets
represent at least 70% of the Company s total assets. As of December 31, 2015, non-qualifying assets totaled 1.60%
of the Company s total assets.
M A portion of this loan (principal of $4,394) is held in the Company s wholly-owned subsidiary, Monroe
Capital Corporation SBIC, LP and is therefore not collateral to the Company s revolving credit facility.
The sale of a portion of this loan does not qualify for sale accounting under ASC Topic 860 Transfers and
Servicing, and therefore, the entire unitranche loan asset remains on the Consolidated Schedule of Investments.
A portion of this loan (principal of $5,500) is held in the Company s wholly-owned subsidiary, Monroe Capital
Corporation SBIC, LP and is therefore not collateral to the Company s revolving credit facility.
As defined in the 1940 Act, the Company is deemed to be both an Affiliated Person of and to Control this portfolio
company as it owns more than 25% percent of the portfolio company s voting securities. See Note 5 in the
accompanying notes to the consolidated financial statements for additional information on transactions in which
the issuer was both an Affiliated Person and a portfolio company that the Company is deemed to Control.
(p) Represents less than 5% ownership of the portfolio company s voting securities.
The PIK portion of the interest rate for Landpoint, LLC is structured as a guaranteed fee paid upon the termination
(q)of the commitment. The fee accrues at 2.25% per annum and is subject to a minimum payment upon termination of
$338.

(e)
®

(@

(h)

@

9]

(m)
(n)

(0)
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A portion of the PIK interest rate for TRG, LLC is structured as a guaranteed fee paid upon the termination of the
(r)commitment. The fee accrues at 5.92% per annum and is subject to an estimated minimum payment upon
termination of $891.

The PIK portion of the interest rate for Gracelock Industries, LLC is structured as a fee paid upon the termination

S .
( )of the commitment. The fee accrues at 2.55% per annum.
(t) Represents a non-income producing security.
(v) This position includes a PIK dividend and is currently on non-accrual status.

n/a not applicable

See Notes to Consolidated Financial Statements.
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Note 1. Organization and Principal Business

Monroe Capital Corporation ( Monroe Capital and together with its subsidiaries, the Company ) was formed in
February 2011 to act as an externally managed non-diversified, closed-end management investment company and has
elected to be treated as a business development company under the Investment Company Act of 1940, as amended
(the 1940 Act ). The Company had no substantive operating activities prior to October 24, 2012, the date of its initial
public offering. Monroe Capital s investment objective is to maximize the total return to its stockholders in the form of
current income and capital appreciation through investment in senior secured, junior secured and unitranche (a
combination of senior secured and junior secured debt in the same facility) debt and, to a lesser extent, unsecured
subordinated debt and equity investments. Monroe Capital is managed by Monroe Capital BDC Advisors, LLC ( MC
Advisors ), a registered investment adviser under the Investment Advisers Act of 1940, as amended. In addition, for
U.S. federal income tax purposes, Monroe Capital has elected to be treated as a regulated investment company ( RIC )
under Subchapter M of the Internal Revenue Code of 1986, as amended (the Code ).

On February 28, 2014, the Company s wholly-owned subsidiary, Monroe Capital Corporation SBIC, LP ( MRCC
SBIC ), a Delaware limited partnership, received a license from the Small Business Administration ( SBA ) to operate
as a Small Business Investment Company ( SBIC ) under Section 301(c) of the Small Business Investment Act of 1958,
as amended. MRCC SBIC commenced operations on September 16, 2013. As of June 30, 2016, MRCC SBIC had
$20,000 in regulatory and leveragable capital and $40,000 in SBA-guaranteed debentures outstanding. On April 13,
2016, MRCC SBIC was approved by the SBA for an additional $75,000 in SBA-guaranteed debentures. See Note 7
for additional information.

On July 25, 2016, the Company closed a public offering of 3,100,000 shares of its common stock at a public offering
price of $15.50 per share, raising approximately $48,050 in gross proceeds. On August 3, 2016, the Company sold an
additional 465,000 shares of its common stock, at a public offering price of $15.50 per share, raising approximately
$7,208 in gross proceeds pursuant to the underwriters exercise of the over-allotment option. Aggregate underwriters
discounts and commissions were $2,210 and offering costs are expected to total approximately $350.

Note 2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial statements of the Company have been prepared in accordance with
generally accepted accounting principles in the United States of America ( GAAP ). The accompanying consolidated
financial statements of the Company and related financial information have been prepared pursuant to the
requirements for reporting on Form 10-Q and Articles 6 or 10 of Regulation S-X. The Company has determined it

MONROE CAPITAL CORPORATION NOTES TO CONSOLIDATED FINANCIAL STATEMENTS(unaudité8)(in thot
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meets the definition of an investment company and follows the accounting and reporting guidance in the Financial
Accounting Standards Board ( FASB ) Accounting Standards Codification ( ASC ) Topic 946  Financial
Services  Investment Companies ( ASC Topic 946 ). Certain prior period amounts have been reclassified to conform to
the current period presentation.

Use of Estimates

The preparation of the consolidated financial statements in conformity with GAAP requires the Company to make

estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent

assets and liabilities as of the date of the consolidated financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates.

Consolidation

As permitted under Regulation S-X and ASC Topic 946, the Company will generally not consolidate its investment in
a portfolio company other than an investment company subsidiary or a controlled operating company whose business
consists of providing services to the Company. Accordingly, the Company

S-F-15
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Note 2. Summary of Significant Accounting Policies
(continued)

consolidated the results of the Company s wholly-owned subsidiaries, in its consolidated financial statements. All
intercompany balances and transactions have been eliminated.

Fair Value of Financial Instruments

The Company applies fair value to substantially all of its financial instruments in accordance with ASC Topic
820 Fair Value Measurements and Disclosures (  ASC Topic 820 ). ASC Topic 820 defines fair value, establishes a
framework used to measure fair value, and requires disclosures for fair value measurements, including the
categorization of financial instruments into a three-level hierarchy based on the transparency of valuation inputs. See
Note 4 to the consolidated financial statements for further discussion regarding the fair value measurements and
hierarchy.

ASC Topic 820 requires disclosure of the fair value of financial instruments for which it is practical to estimate such
value. The Company believes that the carrying amounts of its other financial instruments such as cash, receivables and
payables approximate the fair value of such items due to the short maturity of such instruments.

Revenue Recognition

The Company s revenue recognition policies are as follows:

Investments and related investment income: Interest and dividend income is recorded on the accrual basis to the
extent that the Company expects to collect such amounts. Interest income is accrued based upon the outstanding
principal amount and contractual terms of debt and preferred equity investments. Interest is accrued on a daily basis.
All other income is recorded into income when earned. The Company records prepayment fees and amendment fees
on loans as interest income in the period earned. For the three and six months ended June 30, 2016, interest income
included $516 and $847 of prepayment and amendment fees, respectively. For the three and six months ended June
30, 2015, interest income included $559 and $1,125 of prepayment and amendment fees, respectively.

Dividend income on preferred equity securities is recorded as dividend income on an accrual basis to the extent that
such amounts are payable by the portfolio company and are expected to be collected. Dividend income on common
equity securities is recorded on the record date for private portfolio companies. Each distribution received from
limited liability company ( LLC ) and limited partnership ( LP ) investments is evaluated to determine if the distribution

MONROE CAPITAL CORPORATION NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudit@8)(in tho
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should be recorded as dividend income or a return of capital. Generally, the Company will not record distributions
from equity investments in LL.Cs and LPs as dividend income unless there are sufficient accumulated tax-basis
earnings and profits in the LL.C or LP prior to the distribution. Distributions that are classified as a return of capital are
recorded as a reduction in the cost basis of the investment. For the three and six months ended June 30, 2016, the
Company recorded dividend income of $1,051 and $2,913, respectively. For both the three and six months ended June
30, 2015, the Company recorded no dividend income.

Loan origination fees, original issue discount and market discount or premiums are capitalized, and the Company then
amortizes such amounts using the effective interest method as interest income over the life of the investment.
Unamortized discounts and loan origination fees totaled $5,890 and $6,340 as of June 30, 2016 and December 31,
2015, respectively. Upfront loan origination and closing fees received for the three and six months ended June 30,
2016 totaled $350 and $1,496, respectively. For the three and six months ended June 30, 2015, upfront loan
origination and closing fees received totaled $630 and $1,548, respectively. For the three and six months ended June
30, 2016, interest income included $389 and $754 of accretion of loan origination fees, original issue discounts and
market discounts or premiums, respectively. For the three and six months ended June 30, 2015, interest income
included $279 and $479 of accretion of loan origination fees, original issue discounts and market discounts or
premiums, respectively. Upon the prepayment of a loan
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Note 2. Summary of Significant Accounting Policies
(continued)

or debt security, any unamortized premium or discount or loan origination fees are recorded as interest income. For

the three and six months ended June 30, 2016, interest income included $232 and $609 of unamortized discount or

loan origination fees recorded as interest income upon prepayment of a loan or debt security, respectively. For the

three and six months ended June 30, 2015, interest income included $503 and $770 of unamortized discount or loan

origination fees recorded as interest income upon prepayment of a loan or debt security, respectively.

The Company has certain investments in its portfolio that contain a payment-in-kind ( PIK ) interest provision, which
represents contractual interest or dividends that are added to the principal balance and recorded as income. For the
three and six months ended June 30, 2016, interest income included $460 and $830 of PIK interest, respectively. For
the three and six months ended June 30, 2015, interest income included $510 and $1,040 of PIK interest, respectively.
The Company stops accruing PIK interest when it is determined that PIK interest is no longer collectible. To maintain
RIC tax treatment, and to avoid corporate tax, substantially all of this income must be paid out to stockholders in the
form of distributions, even though the Company has not yet collected the cash.

Investment transactions are recorded on a trade-date basis. Realized gains or losses on portfolio investments are
calculated based upon the difference between the net proceeds from the disposition and the amortized cost basis of the
investment, without regard to unrealized gains and losses previously recognized. Realized gains and losses are
recorded within net realized gain (loss) on investments in the consolidated statements of operations. Changes in the
fair value of investments from the prior period, as determined by the Company s board of directors (the Board ) through
the application of the Company s valuation policy, are included within net change in unrealized appreciation
(depreciation) on investments in the consolidated statements of operations.

Non-accrual: Loans or preferred equity securities are placed on non-accrual status when principal, interest or
dividend payments become materially past due, or when there is reasonable doubt that principal, interest or dividends
will be collected. Interest payments received on non-accrual loans may be recognized as income or applied to
principal depending upon management s judgment. Non-accrual loans are restored to accrual status when past due
principal, interest or dividends are paid and, in management s judgment, are likely to remain current. On January 1,
2016, the Company placed its loan investments in TPP Acquisition, Inc. on non-accrual status. During the three and
six months ended June 30, 2016, the Company received interest payments from TPP Acquisition, Inc. totaling $10,
which were recognized as interest income. Prior to placing TPP Acquisition Inc. on non-accrual status there were no
other loan investments on non-accrual status. The Company s preferred unit investment in Rocket Dog Brands LLC,
which has a stated PIK interest rate, continues to remain on non-accrual status, and no dividend income was recorded
related to this investment for the three and six months ended June 30, 2016 and 2015. The fair value of the Company s
investments on non-accrual status totaled $7,350 and zero at June 30, 2016 and December 31, 2015, respectively.
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Partial loan sales: The Company follows the guidance in ASC Topic 860 Transfers and Servicing ( ASC Topic 860 ),
when accounting for loan participations and other partial loan sales. Such guidance requires a participation or other
partial loan sale to meet the definition of a participating interest, as defined in the guidance, in order for sale treatment
to be allowed. Participations or other partial loan sales which do not meet the definition of a participating interest
remain on the Company s consolidated statements of assets and liabilities and the proceeds are recorded as a secured
borrowing until the definition is met. For these partial loan sales, the interest earned on the entire loan balance is
recorded within interest income and the interest earned by the buyer in the partial loan sale is recorded within interest
and other debt financing expenses in the accompanying consolidated statements of operations. Changes in the fair
value of secured borrowings from the prior period, as determined by the Board through the application of the
Company s
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Note 2. Summary of Significant Accounting Policies
(continued)

valuation policy, are included as changes in unrealized appreciation (depreciation) on secured borrowings in the
consolidated statements of operations. See Note 7 Secured Borrowings for additional information.

Distributions

Distributions to common stockholders are recorded on the record date. The amount, if any, to be distributed is
determined by the Board each quarter and is generally based upon the earnings estimated by management. Net
realized capital gains, if any, are generally distributed at least annually, although the Company may decide to retain
such capital gains for investment.

The determination of the tax attributes for the Company s distributions is made annually, based upon its taxable
income for the full year and distributions paid for the full year. Ordinary dividend distributions from a RIC do not
qualify for the preferential tax rate on qualified dividend income from domestic corporations and qualified foreign

corporations, except to the extent that the RIC received the income in the form of qualifying dividends from domestic
corporations and qualified foreign corporations. The tax attributes for distributions will generally include both
ordinary income and capital gains, but may also include qualified dividends or return of capital.

The Company has adopted a dividend reinvestment plan ( DRIP ) that provides for the reinvestment of dividends on
behalf of its stockholders, unless a stockholder has elected to receive dividends in cash. As a result, if the Company
declares a cash dividend, the Company s stockholders who have not opted out of the DRIP at least three days prior to

the dividend payment date will have their cash dividend automatically reinvested into additional shares of the

Company s common stock. The Company has the option to satisfy the share requirements of the DRIP through the

issuance of new shares of common stock or through open market purchases of common stock by the DRIP plan
administrator. Newly issued shares are valued based upon the final closing price of the Company s common stock on a
date determined by the Board. Shares purchased in the open market to satisfy the DRIP requirements will be valued
based upon the average price of the applicable shares purchased by the DRIP plan administrator, before any associated
brokerage or other costs. See Note 8 regarding distributions for additional information.

Earnings per Share

In accordance with the provisions of ASC Topic 260 Earnings per Share ( ASC Topic 260 ), basic earnings per share
is computed by dividing earnings available to common stockholders by the weighted average number of shares
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outstanding during the period. The weighted average shares outstanding utilized in the calculation of earnings per
share take into account share issues under the at-the-market ( ATM ) program on the issuance date and the Company s
repurchases of its common stock on the repurchase date. See Note 9 for additional information on the Company s share
issuances and repurchases. For the periods presented in these consolidated financial statements, there were no
potentially dilutive common shares issued.

Segments

In accordance with ASC Topic 280 Segment Reporting, the Company has determined that it has a single reporting
segment and operating unit structure.

Cash

The Company deposits its cash in a financial institution and, at times, such balances may be in excess of the Federal
Deposit Insurance Corporation insurance limits.

Restricted Cash

Restricted cash includes amounts held within MRCC SBIC. Cash held within an SBIC is generally restricted to the
originations of new loans from the SBIC and the payment of SBA debentures and related interest expense.
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Earnings per Share 110



Edgar Filing: MONROE CAPITAL Corp - Form 497

TABLE OF CONTENTS

MONROE CAPITAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share data)

Note 2. Summary of Significant Accounting Policies
(continued)

Unamortized Deferred Financing Costs

Deferred financing costs represent fees and other direct incremental costs incurred in connection with the Company s
borrowings. As of June 30, 2016 and December 31, 2015, the Company had unamortized deferred financing costs of
$4,037 and $3,569, respectively, presented as a direct reduction of the carrying amount of debt on the consolidated
statements of assets and liabilities. These amounts are amortized and included in interest expense in the consolidated
statements of operations over the estimated average life of the borrowings. Amortization of deferred financing costs
for the three and six months ended June 30, 2016 was $199 and $381, respectively. Amortization of deferred financing
costs for the three and six months ended June 30, 2015 was $200 and $367, respectively.

Offering Costs

Offering costs include, among other things, fees paid in relation to legal, accounting, regulatory and printing work
completed in preparation of equity offerings. Offering costs are charged against the proceeds from equity offerings
within the consolidated statements of changes in net assets. As of June 30, 2016 and December 31, 2015, other assets
on the consolidated statements of assets and liabilities included $399 and $358, respectively, of deferred offering costs
which will be charged against the proceeds from further equity offerings when received.

Income Taxes

The Company has elected to be treated as a RIC under Subchapter M of the Code and operates in a manner so as to
qualify for the tax treatment available to RICs. To maintain qualification as a RIC, the Company must, among other
things, meet certain source-of-income and asset diversification requirements and distribute to stockholders, for each
taxable year, at least 90% of the Company s investment company taxable income, which is generally the Company s net
ordinary income plus the excess, if any, of realized net short-term capital gains over realized net long-term capital
losses. If the Company qualifies as a RIC and satisfies the annual distribution requirement, the Company will not have
to pay corporate-level federal income taxes on any income that the Company distributes to its stockholders. The
Company intends to make distributions in an amount sufficient to maintain RIC status each year and to avoid any
federal income taxes on income. The Company will also be subject to nondeductible federal excise taxes if the
Company does not distribute at least 98% of net ordinary income, 98.2% of any capital gain net income, if any, and
any recognized and undistributed income from prior years for which it paid no federal income taxes. To the extent that
the Company determines that its estimated current year annual taxable income may exceed estimated current year
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dividend distributions, the Company accrues excise tax, if any, calculated as 4% of the estimated excess taxable
income as taxable income is earned. For the three and six months ended June 30, 2016, zero and $87 were recorded
within general and administrative expenses on the consolidated statements of operations for U.S. federal excise tax,
respectively. For the three and six months ended June 30, 2015, zero and $3 was recorded within general and
administrative expenses for U.S. federal excise tax, respectively. As of June 30, 2016 and December 31, 2015,
payables for excise taxes of zero and $80, respectively, were included in accounts payable and accrued expenses on
the consolidated statements of assets and liabilities.

The Company accounts for income taxes in conformity with ASC Topic 740 Income Taxes (  ASC Topic 740 ). ASC
Topic 740 provides guidelines for how uncertain tax positions should be recognized, measured, presented and
disclosed in the consolidated financial statements. ASC Topic 740 requires the evaluation of tax positions taken in the
course of preparing the Company s tax returns to determine whether the tax positions are more-likely-than-not to be
sustained by the applicable tax authority. Tax benefits of positions not deemed to meet the more-likely-than-not
threshold would be recorded as a tax expense in the current year. It is the Company s policy to recognize accrued
interest and penalties related to
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Note 2. Summary of Significant Accounting Policies
(continued)

uncertain tax benefits in income tax expense. There were no material uncertain income tax positions through June 30,
2016. The 2012 through 2015 tax years remain subject to examination by U.S. federal and state tax authorities.

Recent Accounting Pronouncements

In May 2014, the FASB issued Accounting Standards Update ( ASU ) 2014-09, Revenue from Contracts with
Customers (ASC Topic 606) ( ASU 2014-09 ). The core principle of ASU 2014-09 is that an entity should recognize
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration
to which the entity expects to be entitled in exchange for those goods or services. To achieve that core principle, an
entity should apply the following steps: Step 1: Identify the contract(s) with a customer. Step 2: Identify the
performance obligations in the contract. Step 3: Determine the transaction price. Step 4: Allocate the transaction price
to the performance obligations in the contract. Step 5: Recognize revenue when (or as) the entity satisfies a
performance obligation.

ASU 2014-09 also specified the accounting for some costs to obtain or fulfill a contract with a customer. In addition,
ASU 2014-09 requires that an entity disclose sufficient information to enable users of financial statements to
understand the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with

customers. The initial effective date of ASU 2014-09 was for fiscal periods beginning after December 15, 2016.
However, in August 2015, the FASB issued ASU 2015-14, Revenue from Contracts with Customers (ASC Topic 606):
Deferral of the Effective Date, which deferred the effective date to fiscal periods beginning after December 15, 2017.
Management is currently evaluating the impact these changes will have on the Company s consolidated financial
statements and disclosures.

In February 2015, the FASB issued ASU 2015-02, Consolidation (ASC Topic 810): Amendments to the Consolidation
Analysis ( ASU 2015-02 ). ASU 2015-02 significantly changes the consolidation analysis required under GAAP and
ends the deferral granted to investment companies from applying the variable interest entity guidance. ASU 2015-02
is effective for interim and annual reporting periods in fiscal years that begin after December 15, 2015 and early
adoption is permitted. The Company has adopted ASU 2015-02 and the adoption did not have a material impact on
the Company s consolidated financial statements and disclosures.

In April 2015, the FASB issued ASU No. 2015-03, Interest  Imputation of Interest (Subtopic 835-30): Simplifying the

Presentation of Debt Issuance Costs ( ASU 2015-03 ). ASU 2015-03 requires that debt issuance costs related to a
recognized debt liability be presented in the statements of assets and liabilities as a direct deduction from the carrying
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amount of that debt liability, consistent with debt discounts. The recognition and measurement guidance for debt
issuance costs are not affected by the amendments in this ASU. ASU 2015-03 is effective for fiscal years that begin
after December 15, 2015 and early adoption is permitted. The Company has adopted ASU 2015-03 and the revised
presentation is reflected in the Company s consolidated financial statements for the periods presented.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments  Overall (Subtopic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities ( ASU 2016-01 ). ASU 2016-01 retains many current
requirements for the classification and measurement of financial instruments; however, it significantly revises an
entity s accounting related to (1) the classification and measurement of investments in equity securities and (2) the
presentation of certain fair value changes for financial liabilities measured at fair value. ASU 2016-01 also amends
certain disclosure requirements associated with the fair value of financial instruments. This guidance is effective for
annual and interim periods beginning after December 15, 2017, and early adoption is not permitted for public business
entities. Management is currently evaluating the impact these changes will have on the Company s consolidated
financial statements and disclosures.
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Note 3. Investments

The following table shows the composition of the investment portfolio, at amortized cost and fair value (with
corresponding percentage of total portfolio investments):

Amortized Cost:
Senior secured loans
Unitranche loans
Junior secured loans
Equity securities
Total

Fair Value:

Senior secured loans
Unitranche loans
Junior secured loans
Equity securities
Total

June 30, 2016

$ 206,626 60.1 %

59,302 17.3
67,053 19.5
10,473 3.1

$ 343,454 100.0 %

June 30, 2016

$ 201,002 58.6 %

53,920 15.7
64,955 19.0
22,931 6.7

$ 342,808 100.0 %

December 31, 2015

$ 189,854 554 %
77,464 22.6
64,948 19.0
10,472 3.0

$ 342,738 100.0 %

December 31, 2015

$ 190,559 559 %
68,090 20.0
63,388 18.6
19,054 55

$ 341,091 100.0 %

The following table shows the composition of the investment portfolio by geographic region, at amortized cost and
fair value (with corresponding percentage of total portfolio investments). The geographic composition is determined
by the location of the corporate headquarters of the portfolio company, which may not be indicative of the primary

Amortized Cost:
West

Northeast
Southeast
Midwest
Southwest
International
South

source of the portfolio company s business:

June 30, 2016

$ 123,806 36.1 %

62,060 18.1
58,409 17.0
51,823 15.1
38,276 11.1
6,667 1.9
2,413 0.7

December 31, 2015

$ 118,161 345 %
63,131 18.4

64,282 18.7
46,557 13.6
38,325 11.2
5,842 1.7
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Mid-Atlantic 6,440 1.9

Total $ 343,454 1000 % $ 342,738 100.0 %
June 30, 2016 December 31, 2015

Fair Value:

West $ 115,491 337 % $112,390 330 %

Northeast 63,111 18.4 63,396 18.6

Southeast 60,362 17.6 65,823 19.3

Midwest 51,956 15.1 46,103 13.5

Southwest 42,738 12.5 40,913 12.0

International 6,737 2.0 5,880 1.7

South 2,413 0.7

Mid-Atlantic 6,586 1.9

Total $ 342,808 1000 % $ 341,091 100.0 %
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Note 3. Investments (continued)

The following table shows the composition of the investment portfolio by industry, at amortized cost and fair value
(with corresponding percentage of total portfolio investments):

June 30, 2016 December 31, 2015
Amortized Cost:
Aerospace & Defense $ 10,315 30 % $5,865 1.7 %
Automotive 8,400 2.4 8,393 2.4
Banking, Finance, Insurance & Real Estate 22,639 6.6 17,017 5.0
Beverage, Food & Tobacco 5,757 1.7 5,691 1.7
Chemicals, Plastics & Rubber 3,945 1.2 3,942 1.2
Construction & Building 19,164 5.6 18,959 5.5
Consumer Goods: Durable 3,670 1.1 4,177 1.2
Consumer Goods: Non-Durable 50,173 14.6 50,662 14.8
Containers, Packaging & Glass 3,621 1.1 3,537 1.0
Energy: Oil & Gas 8,708 2.5 8,987 2.6
Environmental Industries 3,686 1.1
Healthcare & Pharmaceuticals 33,002 9.6 45,422 13.3
High Tech Industries 16,950 4.9 17,155 5.0
Hotels, Gaming & Leisure 35,032 10.2 19,404 5.7
Media: Advertising, Printing & Publishing 6,667 1.9 12,359 3.6
Media: Broadcasting & Subscription 18,264 5.3 19,011 5.5
Media: Diversified & Production 4,933 1.4 4,928 1.4
Metals & Mining 5,205 1.5 7,432 2.2
Retail 23,898 7.0 22,634 6.6
Services: Business 29,020 8.5 35,522 10.4
Services: Consumer 25,447 7.4 26,540 7.7
Wholesale 4,958 1.4 5,101 1.5
Total $ 343,454 1000 % $ 342,738 100.0 %
June 30, 2016 December 31, 2015
Fair Value:
Aerospace & Defense $ 11,087 32 % $6,489 1.9 %
Automotive 4,350 1.3 5,358 1.6
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Banking, Finance, Insurance & Real Estate 23,904 7.0 17,230 5.1
Beverage, Food & Tobacco 5,503 1.6 5,532 1.6
Chemicals, Plastics & Rubber 3,936 1.1 3,948 1.2
Construction & Building 19,216 5.6 18,867 5.5
Consumer Goods: Durable 3,700 1.1 4,223 1.2
Consumer Goods: Non-Durable 47,598 13.9 49,006 14.4
Containers, Packaging & Glass 3,606 1.0 3,400 1.0
Energy: Oil & Gas 8,624 2.5 9,077 2.7
Environmental Industries 3,763 1.1
Healthcare & Pharmaceuticals 43,449 12.7 53,677 15.7
High Tech Industries 15,877 4.6 16,006 4.7
Hotels, Gaming & Leisure 35,207 10.3 19,510 5.7
Media: Advertising, Printing & Publishing 6,737 2.0 12,729 3.7
Media: Broadcasting & Subscription 18,419 5.4 18,641 5.5
Media: Diversified & Production 4,938 1.4 4,925 1.4
Metals & Mining 5,260 1.5 7,396 2.2
Retail 17,098 5.0 17,026 5.0
Services: Business 29,920 8.7 36,215 10.6
Services: Consumer 25,980 7.6 27,106 7.9
Wholesale 4,636 1.4 4,730 1.4
Total $ 342,808 100.0 % $ 341,091 100.0 %
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Note 4. Fair Value Measurements

Investments

The Company values all investments in accordance with ASC Topic 820. ASC Topic 820 requires enhanced
disclosures about assets and liabilities that are measured and reported at fair value. As defined in ASC Topic 820, fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between

market participants at the measurement date.

ASC Topic 820 establishes a hierarchal disclosure framework which prioritizes and ranks the level of market price
observability of inputs used in measuring investments at fair value. Market price observability is affected by a number
of factors, including the type of investment and the characteristics specific to the investment. Investments with readily
available active quoted prices or for which fair value can be measured from actively quoted prices generally will have

a higher degree of market price observability and a lesser degree of judgment used in measuring fair value.

Based on the observability of the inputs used in the valuation techniques, the Company is required to provide
disclosures on fair value measurements according to the fair value hierarchy. The fair value hierarchy ranks the
observability of the inputs used to determine fair values. Investments carried at fair value are classified and disclosed
in one of the following three categories:

Level 1 Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the

Company has the ability to access.

Level 2 Valuations based on inputs other than quoted prices in active markets, which are either directly or indirectly

observable.

Level 3 Valuations based on inputs that are unobservable and significant to the overall fair value measurement. The

inputs into the determination of fair value may require significant management judgment or estimation. Such

information may be the result of consensus pricing information or broker quotes which include a disclaimer that the

broker would not be held to such a price in an actual transaction. The non-binding nature of consensus pricing and/or

quotes accompanied by disclaimer would result in classification as Level 3 information, assuming no additional

corroborating evidence.

With respect to investments for which market quotations are not readily available, the Company s Board undertakes a
multi-step valuation process each quarter, as described below:

the quarterly valuation process begins with each portfolio company or investment being initially evaluated

and rated by the investment professionals of MC Advisors responsible for the portfolio investment;
preliminary valuation conclusions are then documented and discussed with the investment committee of the
Company;
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the Board also engages one or more independent valuation firm(s) to conduct independent appraisals of a selection of
investments for which market quotations are not readily available. The Company will consult with independent
valuation firm(s) relative to each portfolio company at least once in every calendar year, but are generally received
quarterly;
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Note 4. Fair Value Measurements (continued)

the audit committee of the Board reviews the preliminary valuations of MC Advisors and of the independent valuation

firm(s) and responds and supplements the valuation recommendations to reflect any comments; and

the Board discusses these valuations and determines the fair value of each investment in the portfolio in good faith,

based on the input of MC Advisors, the independent valuation firm(s) and the audit committee.

The availability of valuation techniques and observable inputs can vary from investment to investment and is affected

by a wide variety of factors including the type of investment, whether the investment is new and not yet established in

the marketplace, and other characteristics particular to the transaction. To the extent that valuation is based on models

or inputs that are less observable or unobservable in the market, the determination of fair value requires more
judgment. Those estimated values do not necessarily represent the amounts that may be ultimately realized due to the
occurrence of future circumstances that cannot be reasonably determined. Because of the inherent uncertainty of

valuation, those estimated values may be materially higher or lower than the values that would have been used had a

ready market for the securities existed. Accordingly, the degree of judgment exercised by the Company in determining
fair value is greatest for securities categorized in Level 3. In certain cases, the inputs used to measure fair value may
fall into different levels of the fair value hierarchy. In such cases, for disclosure purposes, the level in the fair value
hierarchy within which the fair value measurement in its entirety falls is determined based on the lowest level input

that is significant to the fair value measurement.

Fair value is a market-based measure considered from the perspective of a market participant rather than an
entity-specific measure. Therefore, even when market assumptions are not readily available, assumptions utilized in
the valuation are set to reflect those that market participants would use in pricing the asset or liability at the
measurement date. The Company uses prices and inputs that are current as of the measurement date, including periods
of market dislocation. In periods of market dislocation, the observability of prices and inputs may be reduced for
many securities. This condition could cause an investment to be reclassified to a lower level within the fair value
hierarchy.

The accompanying consolidated schedules of investments held by the Company consist primarily of private debt
instruments ( Level 3 debt ). Management generally uses the yield approach to determine fair value, as long as it is
appropriate. If there is deterioration in credit quality or a debt investment is in workout status, the Company may
consider other factors in determining the fair value, including the value attributable to the debt investment from the
enterprise value of the portfolio company or the proceeds that would be received in a liquidation analysis. The
Company considers its Level 3 debt to be performing loans if the borrower is not in default, the borrower is remitting
payments in a timely manner; the loan is in covenant compliance or is otherwise not deemed to be impaired. In
determining the fair value of the performing Level 3 debt, the Company considers fluctuations in current interest rates,
the trends in yields of debt instruments with similar credit ratings, financial condition of the borrower, economic
conditions and other relevant factors, both qualitative and quantitative. In the event that a Level 3 debt instrument is
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not performing, as defined above, the Company will evaluate the value of the collateral utilizing the same framework
described above for a performing loan to determine the value of the Level 3 debt instrument.

Senior, unitranche and junior secured loans are collateralized by tangible and intangible assets of the borrowers. These
investments include loans to entities that have some level of challenge in obtaining financing from other, more
conventional institutions, such as a bank. Interest rates on these loans are either fixed or floating, and are based on
current market conditions and credit ratings of the borrower. The contractual interest rates on the loans ranged
between 6.00% and 17.00% at June 30, 2016 and 6.00% and 18.92% at December 31, 2015. The maturity dates on the
loans outstanding at June 30, 2016 range between
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Note 4. Fair Value Measurements (continued)

September 2016 and July 2023. Management evaluates the collectability of the loans on an ongoing basis based upon
various factors including, but not limited to, the credit history of the borrower, its financial status and its available
collateral.

Under the yield approach, the Company uses discounted cash flow models to determine the present value of the future
cash flow streams of its debt investments, based on future interest and principal payments as set forth in the associated
loan agreements. In determining fair value under the yield approach, the Company also considers the following
factors: applicable market yields and leverage levels, credit quality, prepayment penalties, the nature and realizable
value of any collateral, the portfolio company s ability to make payments, and changes in the interest rate environment
and the credit markets that generally may affect the price at which similar investments may be made. This evaluation
will be updated quarterly for Level 3 debt instruments that are performing and are not performing, respectively, and
more frequently for time periods where there are significant changes in the investor base or significant changes in the
perceived value of the underlying collateral. The collateral value will be analyzed on an ongoing basis using internal
metrics, appraisals, third-party valuation agents and other data as may be acquired and analyzed by the Company.

Under the market approach, the Company typically uses the enterprise value methodology to determine the fair value
of an investment. There is no one methodology to estimate enterprise value and, in fact, for any one portfolio
company, enterprise value is generally best expressed as a range of values, from which the Company derives a single
estimate of enterprise value. In estimating the enterprise value of a portfolio company, the Company analyzes various
factors consistent with industry practice, including but not limited to original transaction multiples, the portfolio
company s historical and projected financial results, applicable market trading and transaction comparables, applicable
market yields and leverage levels, the nature and realizable value of any collateral, the markets in which the portfolio
company does business, and comparisons of financial ratios of peer companies that are public. Typically, the
enterprise values of private companies are based on multiples of earnings before interest, income taxes, depreciation
and amortization ( EBITDA ), cash flows, net income, revenues, or in limited cases, book value.

Under the income approach, the Company prepares and analyzes discounted cash flow models based on projections of
the future free cash flows (or earnings) of the portfolio company. In determining the fair value under the income
approach, the Company considers various factors including, but not limited to, the portfolio company s projected

financial results, applicable market trading and transaction comparables, applicable market yields and leverage levels,

the markets in which the portfolio company does business, and comparisons of financial ratios of peer companies that
are public.
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Secured Borrowings

The Company has elected the fair value option under ASC Topic 825  Financial Instruments ( ASC Topic 825 )
relating to accounting for debt obligations at their fair value for its secured borrowings which arose due to partial loan
sales which did not meet the criteria for sale treatment under ASC Topic 860. The Company reports changes in the
fair value of its secured borrowings within net change in unrealized (appreciation) depreciation on secured borrowings
in the consolidated statements of operations. The net gain or loss reflects the difference between the fair value and the
principal amount due on maturity.

Due to the absence of a liquid trading market for these secured borrowings, they are valued by calculating the net
present value of the future expected cash flow streams using an appropriate risk-adjusted discount rate model. The
discount rate considers projected performance of the related loan investment, applicable market yields and leverage

levels, credit quality, prepayment penalties and comparable company analysis. The Company consults with an
independent valuation firm relative to the fair value of its secured borrowings at least once in every calendar year.
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Note 4. Fair Value Measurements (continued)

Fair Value Disclosures

The following table presents fair value measurements of investments and secured borrowings, by major class, as of
June 30, 2016, according to the fair value hierarchy:

Fair Value Measurements

%evel Level 2 Level 3 Total
Investments:
Senior secured loans $ $ $ 201,002 $ 201,002
Unitranche loans 53,920 53,920
Junior secured loans 64,955 64,955
Equity securities 22,931 22,931
Total Investments $ $ $ 342,808  $ 342,808
Secured borrowings $ $ $ 2,112 $ 2,112

The following table presents fair value measurements of investments and secured borrowings, by major class, as of
December 31, 2015, according to the fair value hierarchy:

Fair Value Measurements

%evel Level 2 Level 3 Total
Investments:
Senior secured loans $ $ $ 190,559 $ 190,559
Unitranche loans 68,090 68,090
Junior secured loans 63,388 63,388
Equity securities 19,054 19,054
Total Investments $ $ $ 341,091  $ 341,091
Secured borrowings $ $ $ 2,476 $ 2,476
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Note 4. Fair Value Measurements (continued)

The following tables provide a reconciliation of the beginning and ending balances for investments and secured
borrowings that use Level 3 inputs for the three and six months ended June 30, 2016:

Investments
Senior Unitranche Junior Equity  Total Secure(‘i
secured secured S borrowings
loans securities investments
loans loans
Balance as of March 31, 2016 $202,268 $55,560 $64,475 $21,165 $343,468 $2,248
Reclassifications
Net change in unrealized
appreciation (depreciation) on (1,610 ) (1,375) 678 1,766 (541 )
investments
Net realized gain (loss) on
investments
Pu'rchases of investments and other 19,842 408 11 20,461
adjustments to cost(!
Proceeds from principal payments
and sales on investments®) (19.498) (673 ) (409 ) (20,580 )
Net change in unrealized
appreciation (depreciation) on 59 )
secured
borrowings
Proceeds from secured borrowings
Repayments on secured borrowings a7 )
Balance as of June 30, 2016 $201,002 $53,920 $64,955 $22,931 $342,808 $2,112
Investments
Senior Unitranche Junior Equity Total Securec.l
secured secured .. borrowings
loans securities investments
loans loans
Balance as of December 31, 2015  $190,559 $68,0900 $63,388 $19,054 $341,091 $2,476
Reclassifications 6,525 (6,525)

621 ) (1,714) (541 ) 3,877 1,001
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Net change in unrealized
appreciation (depreciation) on

investments

Net realized gain (loss) on 537 537
investments

Purchases of investments and other 38.113 1522 7.877 47.512

adjustments to cost(!
Proceeds from principal payments
and sales on investments®
Net change in unrealized
appreciation (depreciation) on

®7 )
secured
borrowings
Proceeds from secured borrowings
Repayrpents on secured Q77 )
borrowings
Balance as of June 30, 2016 $201,002 $53,920 $64,955 $22,931 $342,808 $2,112

(33,574) (7453 ) (5,7769) (587 ) (47.383)

Includes purchases of new investments, effects of refinancing and restructurings, premium and discount accretion
and amortization and PIK interest.
2) Represents net proceeds from investments sold and principal paydowns received.

ey
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Note 4. Fair Value Measurements

(continued)

The following tables provide a reconciliation of the beginning and ending balances for investments and secured
borrowings that use Level 3 inputs for the three and six months ended June 30, 2015:

Balance as of March 31, 2015

Net change in unrealized
appreciation (depreciation) on
investments

Net realized gain (loss) on
investments

Purchases of investments and other
adjustments to cost(!)

Proceeds from principal payments
and sales on investments®

Net change in unrealized
appreciation (depreciation) on
secured

borrowings

Proceeds from secured borrowings
Repayments on secured borrowings
Balance as of June 30, 2015

Balance as of December 31, 2014
Net change in unrealized
appreciation (depreciation) on
investments

Investments
Senior Unitranche Junior Equity Total Securesl
secured cured T borrowings
loans securities investments
loans loans
$148,660 $89,165 $10,770 $4,052 $252,647 $3,819
598 944 ) 391 21 ) 24
25,858 6,717 38,680 71,255
(11,682) (29,731) (41,413 )
31
(400 )
$163,434 $65,207 $49,841 $4,031 $282,513 $3,450
Investments
Senior Unitranche Junior Equity Total Secureq
secured cured T borrowings
loans securities investments
loans loans
$124,161 $96,635 $10,803 $1,936 $233,535 $4,008
438 (2,044 ) 299 1,001 (306 )
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Net realized gain (loss) on
investments

Purchases of investments and other
adjustments to cost(!

Proceeds from principal payments
and sales on investments®

Net change in unrealized
appreciation (depreciation) on
secured

borrowings

Proceeds from secured borrowings
Repayments on secured borrowings

59,698

Balance as of June 30, 2015 $163,434 $65,207

ey

and amortization and PIK interest.

2) Represents net proceeds from investments sold and principal paydowns received.

(20,863 )

$49,841 $4,031

Includes purchases of new investments, effects of refinancing and restructurings, premium and discount accretion

The total change in unrealized appreciation (depreciation) included in the consolidated statements of operations within
net change in unrealized appreciation (depreciation) on investments for the three and six months ended June 30, 2016,
attributable to Level 3 investments still held at June 30, 2016, was ($744) and $1,550, respectively. The total change
in unrealized appreciation (depreciation) included in the consolidated statements of operations within net change in
unrealized appreciation (depreciation) on investments for the three and six months ended June 30, 2015, attributable to

Level 3 investments still held at
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Note 4. Fair Value Measurements (continued)

June 30, 2015, was $222 and $441, respectively. The total change in unrealized (appreciation) depreciation included
in the consolidated statements of operations within net change in unrealized (appreciation) depreciation on secured
borrowings for the three and six months ended June 30, 2016, attributable to Level 3 investments still held at June 30,
2016, was $59 and $87, respectively. The total change in unrealized (appreciation) depreciation included in the
consolidated statements of operations within net change in unrealized (appreciation) depreciation on secured
borrowings for the three and six months ended June 30, 2015, attributable to Level 3 investments still held at June 30,
2015, was ($31) and $8, respectively. Reclassifications impacting Level 3 of the fair value hierarchy are reported as
transfers in or out of Level 3 as of the beginning of the period which the reclassifications occur. There were no
transfers among Levels 1, 2 and 3 during the three and six months ended June 30, 2016 and 2015.

Significant Unobservable Inputs

ASC Topic 820 requires disclosure of quantitative information about the significant unobservable inputs used in the
valuation of assets and liabilities classified as Level 3 within the fair value hierarchy. Disclosure of this information is
not required in circumstances where a valuation (unadjusted) is obtained from a third-party pricing service and the
information regarding the unobservable inputs is not reasonably available to the Company and as such, the disclosures
provided below exclude those investments valued in that manner. The tables below are not intended to be
all-inclusive, but rather to provide information on significant unobservable inputs and valuation techniques used by
the Company.

The valuation techniques and significant unobservable inputs used in recurring Level 3 fair value measurements of
assets and liabilities as of June 30, 2016 were as follows:

Fair Value Valuation Unobservable Weighted Range
Technique Input Mean  MinimumMaximum
Assets:
Senior secured loans  $178,686 Discounted cash EBITDA 6.2x 2.5x 11.0x
flow multiples
Marketyields 11.9% 65 % 210 %
Senior secured loans 1,334 Enterprise value Rev§nue 0.5x 0.5x 0.5x
multiples
Senior secured loans 7,350 Enterprise value EBITDA 3.8x 3.3x 4.3x
multiples
Unitranche loans 49,570 5.7x 4.5x 7.0x
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Unitranche loans

Junior secured loans

Junior secured loans

Equity securities

Equity securities

Total Level 3 Assets
Liabilities:

Secured Borrowings
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4,350

24,295

14

8,433

14,498
$288,530()

$2,112

Discounted cash
flow

Combination of
discounted cash
flow and

enterprise value

Discounted cash
flow

Enterprise value
Discounted cash

flow

Enterprise value

Discounted cash
flow

EBITDA
multiples
Market yields

EBITDA
multiples

Market yields
EBITDA
multiples
Market yields
Revenue
multiples
EBITDA
multiples
Market yields
EBITDA
multiples

Market yields

13.7 %

5.5x

33.6 %
7.4x
113 %
0.5x

3.8x
15.0 %
3.1x

13.2 %

6.2 %

5.0x

29.9%
3.5x
99 %
0.5x

3.5x
14.5%
2.5x

12.2%

24.8

6.0x

37.2
9.5x
13.0
0.5x

4.0x
15.5
9.5x

14.2

%

%

%

%

%

Excludes loans of $54,278 at fair value where valuation (unadjusted) is obtained from a third-party pricing service
for which such disclosure is not required.

Significant Unobservable Inputs
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Note 4. Fair Value Measurements

The valuation techniques and significant unobservable inputs used in recurring Level 3 fair value measurements of

Assets:

Senior secured loans

Senior secured loans

Unitranche loans

Unitranche loans

Unitranche loans

Junior secured loans

Junior secured loans

Equity securities

Equity securities
Total Level 3 Assets
Liabilities:

Secured borrowings
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(continued)

assets as of December 31, 2015 were as follows:

Fair Value

$163,078

1,182

49,620

5,358

6,526

19,862

570

8,345

10,709

$265,250M

$2,476

Valuation
Technique

Discounted cash
flow

Enterprise value
Discounted cash

flow

Combination of
discounted cash
flow and

enterprise value

Enterprise value

Discounted cash
flow

Enterprise value
Discounted cash

flow

Enterprise value

Unobservable
Input

EBITDA
multiples
Market yields
Revenue
multiples
EBITDA
multiples
Market yields

EBITDA
multiples

Market yields
EBITDA
multiples
EBITDA
multiples
Market yields
Revenue
multiples
EBITDA
multiples
Market yields
EBITDA
multiples

Market yields

Weighted Range

Average MinimumMaximum

6.2x 2.3x
123% 6.5 %
0.5x 0.5x
6.1x 4.8x
13.6% 9.0 %
4.3x 4.0x
297 % 26.7%
3.5x 3.0x
6.8x 3.5x
122% 10.5%
0.5x 0.5x
3.8x 3.5x
150% 14.5%
3.3x 2.3x
90 % 3.6 %

11.0x
21.0
0.5x

7.3x

19.6

4.5x

32.6

4.0x

9.5x
13.0
0.5x

4.0x
15.5
9.5x

10.4

%

%

%

%

%

%
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Discounted cash
flow

Excludes loans of $75,841 at fair value where valuation (unadjusted) is obtained from a third-party pricing service
for which such disclosure is not required.
The significant unobservable inputs used in the market approach of fair value measurement of the Company s

investments are the market multiples of EBITDA or revenue of the comparable guideline public companies. The
Company selects a population of public companies for each investment with similar operations and attributes of the
portfolio company. Using these guideline public companies data, a range of multiples of enterprise value to EBITDA
is calculated. The Company selects percentages from the range of multiples for purposes of determining the portfolio

company s estimated enterprise value based on said multiple and generally the latest twelve months EBITDA of the

portfolio company (or other meaningful measure). Significant increases (decreases) in the multiple will result in an
increase (decrease) in enterprise value, resulting in an increase (decrease) in the fair value estimate of the investment.

ey

The significant unobservable input used in the income approach of fair value measurement of the Company s
investments is the discount rate used to discount the estimated future cash flows expected to be received from the
underlying investment, which include both future principal and interest payments. Significant increases (decreases) in
the discount rate would result in a decrease (increase) in the fair value estimate of the investment. Included in the
consideration and selection of discount rates are the following factors: risk of default, rating of the investment and
comparable investments, and call provisions.

S-F-30

Note 4. Fair Value Measurements  (continued) 133



Edgar Filing: MONROE CAPITAL Corp - Form 497

TABLE OF CONTENTS

MONROE CAPITAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share data)

Note 4. Fair Value Measurements (continued)

Other Financial Assets and Liabilities

ASC Topic 820 requires disclosure of the fair value of financial instruments for which it is practical to estimate such
value. The Company believes that the carrying amounts of its other financial instruments such as cash, receivables and
payables approximate the fair value of such items due to the short maturity of such instruments. Fair value of the
Company s revolving credit facility is estimated by discounting remaining payments using applicable market rates or
market quotes for similar instruments at the measurement date, if applicable. The Company believes that the carrying
value of its revolving credit facility approximates fair value. SBA-guaranteed debentures are carried at cost and with
their longer maturity dates, fair value is estimated by discounting remaining payments using current market rates for
similar instruments and considering such factors as the legal maturity date and the ability of market participants to
prepay the debentures. As of June 30, 2016 and December 31, 2015, the fair value of the Company s SBA debentures
using Level 3 inputs is estimated at $40,000 and $40,000, respectively, which is the same as the Company s carrying

value of the SBA debentures.

Note 5. Transactions with Affiliated Companies

An affiliated company is a company in which the Company has ownership of 5% or more of its voting securities. A
controlled affiliate company is a company in which the Company has ownership of more than 25% of its voting
securities. Transactions related to the Company s investments with affiliates for the six months ended June 30, 2016
and 2015 were as follows:

Fair Net Net Fair
. value at PurchasesSales and PIK Discountalimedealized value at Interest Dividend
Portfolio Company December paydowns interest e . .
(cost) accreti@aingains/ June 30, income income
31, (cost (cost) (loss@losses) 2016
2015
Non-controlled affiliate company
investments(D:
American Community Homes, Inc.  $11,692 $488  $ $99 $29 $ $997 $13,305 $705 $
Rockdale Blackhawk LLC 21,903 (1,412) 92 3,038 23,621 925 2,413
Rocket Dog Brands LLC 1,752 384 168 5 961 ) 1,348 231
Summit Container Corporation 3,400 137 95 ) 29 13 122 3,606 304

$38,747 $1,009 $(1,507) $296 $139 § $3,196 $41,880 $2,165 $2,413
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Total non-controlled affiliate
company investments
Controlled affiliate company

investments(:
TPP Acquisition, Inc. $6,525 $1,900 $ $ $ $ $1,075) $7,350 $10 $
Total controlled affiliate company $6.525 $1.900 $ $ $ $  $(1.075) $7.350 $10 $
investments
(1) Includes both loan and equity security investment transactions for these portfolio companies.
S-F-31
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Note 6. Transactions with Related Parties

The Company has entered into an Investment Advisory and Management Agreement with MC Advisors, under which
MC Advisors, subject to the overall supervision of the Board, provides investment advisory services to the Company.
The Company pays MC Advisors 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 equal to 1.75% of invested assets (calculated as total assets excluding cash) and is payable in arrears.
Base management fees for the three and six months ended June 30, 2016 was $1,504 and $3,004, respectively. Base
management fees for the three and six months ended June 30, 2015 were $1,188 and $2,256, respectively.
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