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415 under the Securities Act of 1933, other than securities offered in connection with a dividend reinvestment plan,
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Common Stock, $0.001 par value® $ $ $ $

Preferred Stock, $0.001 par value®

Warrants®®

Subscription Rights®

Units®

Total $ $ $ 500,000,000 ©® $61,672 @D

Estimated pursuant to Rule 457 solely for the purposes of determining the registration fee. The proposed maximum
(1)offering price per security will be determined, from time to time, by the Registrant in connection with the sale by

the Registrant of the securities registered under this registration statement.

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

Subject to Note 6 below, there is being registered hereunder an indeterminate number of subscription rights as may
be sold, from time to time, representing rights to purchase common stock.

Subject to Note 6 below, there is being registered hereunder an indeterminate principal amount of debt
securities as may be sold, from time to time. If any debt securities are issued at an original issue discount,
then the offering price shall be in such greater principal amount as shall result in an aggregate price to
investors not to exceed $500,000,000.

Subject to Note 6 below, there is being registered hereunder an indeterminate number of units. Each unit may
(5)consist of a combination of any one or more of the securities being registered hereunder and may also include

securities issued by third parties, including the U.S. Treasury.

In no event will the aggregate offering price of all securities issued from time to time pursuant to this registration
( )statement exceed $500,000,000.

Calculated pursuant to Rule 457(0) under the Securities Act of 1933, as amended. Pursuant to Rule 415(a)(6) under

the Securities Act of 1933, as amended, this registration statement includes $20,000,000 of unsold securities of the

registrant that have been previously registered on the Registration Statement on Form N-2 (File No. 333-187805)

originally filed by the registrant on April 8, 2013 and declared effective on July 16, 2013 (the prior registration
(7)statement ). A filing fee of $6,820 was paid under the prior registration statement, of which $2,728 was paid in

connection with such unsold securities and is being offset against the total registration fee pursuant to Rule 457(p),

resulting in a payment of $61,672 in connection with the filing of this Registration Statement. Pursuant to Rule

415(a)(6), the offering of the unsold securities registered under the prior registration statement will be deemed

terminated as of the effective date of this Registration Statement.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Securities and Exchange
Commission, acting pursuant to said Section 8(a), may determine.

3)

“)
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer

to sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

PRELIMINARY PROSPECTUS SUBJECT TO COMPLETION

$500,000,000
WHITEHORSE FINANCE, INC.

,2014

Common Stock
Preferred Stock
Warrants
Subscription Rights
Debt Securities

We are an externally managed, closed-end, non-diversified management investment company that has elected to be
treated as a business development company under the Investment Company Act of 1940. H.I.G. WhiteHorse Advisers,
LLC serves as our investment adviser. H.I.G. WhiteHorse Administration, LLC serves as our administrator. These
entities are affiliates of H.I.G. Capital, L.L.C., an alternative asset manager founded in 1993 and focused on the
small-cap market. H.I.G. Capital, L.L.C. had over $15 billion of capital under management as of June 30, 2014.

Our investment objective is to generate risk-adjusted returns primarily by originating secured loans to
small-capitalization, or small-cap, companies across a broad range of industries, providing our stockholders with
current income and capital appreciation. We invest primarily in securities that are rated below investment grade by
rating agencies or that may be rated below investment grade if they were so rated. Below investment grade securities,
which are often referred to as junk bonds, are viewed as speculative investments because of concerns with respect to
the issuer s capacity to pay interest and repay principal.

We may offer, from time to time, in one or more offerings or series, together or separately, up to $500,000,000 of our
common stock, preferred stock, warrants representing rights to purchase shares of our common stock, preferred stock
or debt securities, subscription rights or debt securities, which we refer to, collectively, as the securities. We may sell
our common stock through underwriters or dealers, at-the-market to or through a market maker into an existing
trading market or otherwise directly to one or more purchasers or through agents or through a combination of methods
of sale. The identities of such underwriters, dealers, market makers or agents, as the case may be, will be described in
one or more supplements to this prospectus. The securities may be offered at prices and on terms to be described in
one or more supplements to this prospectus. In the event we offer common stock, the offering price per share of our
common stock exclusive of any underwriting commissions or discounts will 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 or (3) under such circumstances as the Securities and Exchange Commission, or the SEC, may permit. See

Common Stock Preferred Stock Warrants Subscription Rights Debt Securities 4



Edgar Filing: WhiteHorse Finance, Inc. - Form N-2/A

Risk Factors for more information. A majority of our stockholders approved us to issue and sell our common stock at
a price below then-current net asset value for a 12 month period ending on July 31, 2015.

In addition, this prospectus relates to 7,826,284 shares of our common stock that may be sold by the selling
stockholders identified under Selling Stockholders . Sales of our common stock by the selling stockholders, which may
occur at prices below the net asset value per share of our common stock, may adversely affect the market price of our
common stock and may make it more difficult for us to raise capital. Each offering by the selling stockholders of their
shares of our common stock through agents, underwriters or dealers will be accompanied by a prospectus supplement
that will identify the selling stockholder that is participating in such offering. We will not receive any proceeds from
the sale of shares of our common stock by the selling stockholders.

We are an emerging growth company within the meaning of the recently enacted Jumpstart Our Business Startups
Act.

Our common stock is traded on The NASDAQ Global Select Market under the symbol WHF . The last reported
closing price for our common stock on August 12, 2014 was $14.18 per share. Based on this last reported sales price
of our common stock, the aggregate market value of the shares of our common stock held by the selling stockholders

identified under Selling Stockholders is approximately $111.0 million. The net asset value of our common stock on
June 30, 2014 (the last date prior to the date of this prospectus on which we determined net asset value) was $15.21
per share.

This prospectus contains important information you should know before investing in our securities. 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 SEC. We maintain a website at http://www.whitehorsefinance.com and make all of
our annual, quarterly and current reports, proxy statements and other publicly filed information available on or
through our website. You may also obtain such information, free of charge, and make shareholder inquiries by
contacting us at 1450 Brickell Avenue, 31% Floor, Miami, Florida 33131, Attention: Investor Relations, or by calling
us collect at (305) 381-6999. The SEC also maintains a website at http.://www.sec.gov that contains such information.

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 may increase the risk
of loss for purchasers in this offering.

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

Investing in our securities involves a high degree of risk. Before buying any securities, you should read the
discussion of the material risks of investing in our securities, including the risk of leverage, in Risk Factors
beginning on page 13 of this prospectus.

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

You should rely only on the information contained in this prospectus. We have not, and the selling stockholders have
not, authorized any other person to provide you with different information. If anyone provides you with different or
inconsistent information, you should not rely on it. We are not, and the selling stockholders identified under Selling

Stockholders 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 is accurate only as of the date on the
front cover of this prospectus. Our business, financial condition, results of operations, cash flows and prospects may
have changed since that date. We will update these documents to reflect material changes only as required by law.

Common Stock Preferred Stock Warrants Subscription Rights Debt Securities
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the Securities and Exchange Commission, or
the SEC, using the shelf registration process. Under the shelf registration process, we may offer from time to time up
to $500,000,000 of our common stock, preferred stock, warrants representing rights to purchase shares of our common
stock, preferred stock or debt securities, subscription rights or debt securities on the terms to be determined at the time
of the offering. We may sell our common stock through underwriters or dealers, at-the-market to or through a market
maker, into an existing trading market or otherwise directly to one or more purchasers or through agents or through a
combination of methods of sale. The identities of such underwriters, dealers, market makers or agents, as the case may
be, will be described in one or more supplements to this prospectus. The securities may be offered at prices and on
terms described in one or more supplements to this prospectus. In addition, this prospectus relates to 7,826,284 of our
common stock that may be sold by the selling stockholders identified under Selling Stockholders. This prospectus
provides you with a general description of the securities that we and the selling stockholders may offer. Each time we
or the selling stockholders use this prospectus to offer securities, we will provide a prospectus supplement that will
contain specific information about the terms of that offering. The prospectus supplement may also add, update or
change information contained in this prospectus, and the prospectus and prospectus supplement will together serve as
the prospectus. Please carefully read this prospectus and any prospectus supplement, together with any exhibits,
before you make an investment decision. Any exhibits will nonetheless be summarized in the prospectus or applicable
prospectus supplement.

ii

ABOUT THIS PROSPECTUS 8
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PROSPECTUS SUMMARY

This summary highlights some of the information in this prospectus. It is not complete and may not contain all of the
information that you may want to consider. You should read the more detailed information set forth under Risk
Factors and the other information included in this prospectus carefully.

Except as otherwise indicated, the terms:

we, us, our and WhiteHorse Finance refer (unless the context otherwise requires) to WhiteHorse Finance, Inc., a
Delaware corporation, and its consolidated subsidiaries, WhiteHorse Warehouse (as defined below) and Bayside
Financing S.A.R.L.;

H.I.G. Capital refers (unless the context otherwise requires), collectively, to H.1.G. Capital, L.L.C., a Delaware
limited liability company, and its affiliates. H.1.G. Capital employs all of WhiteHorse Finance s investment
professionals, as well as those of WhiteHorse Advisers (as defined below), WhiteHorse Administration (as defined
below) and their respective affiliates;

WhiteHorse Warehouse refers to WhiteHorse Finance Warehouse, LLC, a special purpose Delaware limited liability
company and a wholly owned subsidiary of WhiteHorse Finance;

WhiteHorse Advisers and the Investment Adviser refer to H.1.G. WhiteHorse Advisers, LLC, a Delaware limited
liability company and an affiliate of H.1.G. Capital;

WhiteHorse Administration and the Administrator refer to H.I.G. WhiteHorse Administration, LLC, a Delaware
limited liability company and an affiliate of H.1.G. Capital;

Unsecured Term Loan  refers to the $90 million unsecured term loan, as amended, between us, H.1.G. Bayside Loan
Opportunity Fund II, L.P., as guarantor, and Citibank, N.A., as sole lead arranger;

Senior Notes refer to the $30 million senior notes issued on July 23, 2013; and
Credit Facility refers to the $150 million secured revolving credit facility between WhiteHorse Warehouse,
as borrower, and the Lender (as defined below), for which Natixis, New York Branch, provides liquidity
support, and for which the Lender refers, collectively, to the asset-backed commercial paper conduit,
together with any additional lenders that may join the Credit Facility in the future.
On December 3, 2012, we converted from a limited liability company into a Delaware corporation. In this conversion,
WhiteHorse Finance, Inc. succeeded to the business of WhiteHorse Finance, LLC, and the members of WhiteHorse
Finance, LLC became stockholders of WhiteHorse Finance, Inc. In this prospectus, we refer to these transactions as

the BDC Conversion and, where applicable, shares refer to our units prior to the BDC Conversion and to shares of

common stock in our corporation afterward.

WhiteHorse Finance

We are an externally managed, non-diversified, closed-end management investment company that has elected to be
treated as a business development company under the Investment Company Act of 1940, as amended, or the 1940 Act.
In addition, for tax purposes we have elected to be treated as a regulated investment company, or RIC, under
Subchapter M of the Internal Revenue Code of 1986, as amended, or the Code, and intend to qualify annually for such
treatment.

We are a direct lender targeting debt investments in privately held, small-cap companies located in the United States.
We define the small-cap market as those companies with enterprise values between $50 million and $350 million. Our
investment objective is to generate attractive risk-adjusted returns primarily by originating and investing in senior
secured loans, including first lien and second lien facilities, to performing small-cap companies across a broad range

WhiteHorse Finance 9
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of industries that typically carry a floating interest rate based on the London Interbank Offered Rate, or LIBOR, and
have a term of three to six years. While we focus principally on originating senior secured loans to small-cap
companies, we may also make opportunistic investments at other levels of a company s capital structure, including
mezzanine loans or equity interests. We also may receive warrants to purchase

WhiteHorse Finance 10
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common stock in connection with our debt investments. We generate current income through the receipt of interest
payments, as well as origination and other fees, capital appreciation and dividends.

We invest primarily in securities that are rated below investment grade by rating agencies or that may be rated below
investment grade if they were so rated. Below investment grade securities, which are often referred to as junk bonds,
are viewed as speculative investments because of concerns with respect to the issuer s capacity to pay interest and
repay principal.

As of June 30, 2014, our investment portfolio consisted primarily of senior secured loans across 30 positions with an
aggregate fair value of approximately $347.1 million and a principal balance outstanding of approximately $349.3
million. As of December 31, 2013, our investment portfolio consisted of senior secured loans across 21 positions with
an aggregate fair value of approximately $272.4 million and a principal balance outstanding of approximately $276.8
million. As of December 31, 2012, our investment portfolio consisted of senior secured loans across eight positions
with an aggregate fair value of approximately $180.5 million and a principal balance outstanding of approximately
$181.6 million.

Our Investment Adviser

Our investment activities are managed by our investment adviser, WhiteHorse Advisers. WhiteHorse Advisers is an

affiliate of H.I.G. Capital and is responsible for sourcing potential investments, conducting research and diligence on
prospective investments and equity sponsors, analyzing investment opportunities, structuring our investments and

monitoring our investments and portfolio companies on an ongoing basis. WhiteHorse Advisers has also agreed to
provide us with access to personnel and its investment committee, or the investment committee. WhiteHorse Advisers

is a registered investment adviser under the Investment Advisers Act of 1940, as amended, or the Advisers Act. See

The Adviser and the Administrator Investment Advisory Agreement Management Fee for a discussion of the fees
that are payable by us to our Investment Adviser.

WhiteHorse Advisers has entered into a staffing agreement, or the Staffing Agreement, with an affiliate of H.I.G.
Capital under which the affiliate has agreed to make experienced investment professionals available to WhiteHorse
Adpvisers and to provide access to its senior investment personnel to enable WhiteHorse Advisers to perform all of its
obligations under the Investment Advisory Agreement. See Related Party Transactions and Certain
Relationships  Staffing Agreement for a discussion of the Staffing Agreement. We believe that the Staffing Agreement
provides our Investment Adviser with access to investment opportunities, which we refer to in the aggregate as deal
flow, generated by H.I.G. Capital in the ordinary course of business and commits certain members of H.I.G. Capital s
investment committee to serve as members of WhiteHorse Advisers investment committee.

An affiliate of our adviser, WhiteHorse Administration, under an administration agreement, or the Administration
Agreement, provides administrative services necessary for us to operate. See The Adviser and the
Administrator Administration Agreement for a discussion of the fees and expenses for which we are required to
reimburse WhiteHorse Administration.

H.l.G. Capital

H.I.G. Capital is one of the leading global alternative asset managers focused on the small-cap market. H.I.G. Capital
was founded in 1993 and, for more than 20 years, has grown by continually enhancing its strategic investment
capabilities into additional asset classes within the small-cap market. As of June 30, 2014, H.I.G. Capital managed

H.1.G. Capital 11
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over $15 billion of capital through a number of buyout, credit-oriented and growth capital funds, each of which is
focused on the small-cap market. As of such date, H.I.G. Capital operated through domestic offices in Atlanta,
Boston, Chicago, Dallas, Miami, New York and San Francisco and international offices in Hamburg, London, Madrid,
Milan, Paris and Rio de Janeiro and had a team of approximately 260 investment professionals. H.I.G. Capital s
investment professionals share a common investment philosophy built around a highly analytical, private equity-like
framework of rigorous business assessment, extensive due diligence and a disciplined risk valuation methodology that
guides investment decisions. H.I.G. Capital has built an extensive and proprietary network of informal and
unconventional deal sources in the small-cap business community consisting of accountants, attorneys, and other
advisors who have access to small-cap companies. We believe that H.I.G. Capital, as an experienced small-cap
investor, has

H.l.G. Capital 12
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a demonstrated ability to identify, source, analyze, invest and monitor investments in the small-cap market. H.I.G.
Capital is headquartered in Miami, Florida.

Market Opportunity

We pursue an investment strategy focused on originating senior secured loans to small-cap companies, including first
lien and second lien facilities. We may also make investments at other levels of a company s capital structure,
including mezzanine loans or equity interests, and receive warrants to purchase common stock in connection with our
debt investments. We believe that market inefficiencies and an imbalance between the supply of, and demand for,
capital in the small-cap credit market creates an attractive investment opportunity through the origination of primary
loans for the following reasons:

Specialized Lending Requirements. In our experience, lending to small-cap companies requires more rigorous due
diligence and underwriting processes than lending to larger companies. Small-cap companies typically have fewer
management resources to dedicate to the borrowing process, and often receive no assistance from financial advisors in
this regard. Because of these and other specialized lending requirements, only a limited segment of the lending
community has historically served small-cap borrowers.

Reduced Lending by Commercial Banks. Recent regulatory changes and continued ownership of legacy assets have
significantly curtailed banks lending capacities. In response, we believe that many commercial banks have
deemphasized their service and product offerings to small-cap companies in favor of lending to larger customers. We
believe that the relative decline in competition from commercial banks drives a higher volume of deal flow to us.

Reduced Credit Supply from Non-Bank Lenders. We believe lending to small-cap companies by hedge funds and
other non-bank lenders is constrained, as many such lenders have gone out of business, exited this market or are
winding down. Along with reduced lending by commercial banks, we believe that reduced credit supply from
non-bank lenders provides a promising environment for originating loans to small-cap companies.

Significant Demand for Credit. We believe that demand for debt financing from small-cap companies will remain
strong because these companies will continue to require credit to refinance existing debt, to support growth initiatives
and to finance acquisitions. We believe the combination of strong demand by small-cap companies and the reduced
supply of credit described above should increase lending opportunities for us.

Inefficient Market. We believe there are a number of inefficiencies in the small-cap credit market that will allow us
to achieve superior risk-adjusted returns relative to other types of loans. Unlike larger companies, small-cap borrowers
may not have a financial advisor and, as a result, may not receive as many financing offers, leading to more favorable
financing terms for us, and may be less sophisticated in negotiating the terms of their financing. Moreover, the simpler

capital structures frequently found in small-cap companies often enhance protections and reduce or eliminate
intercreditor issues. In addition, small-cap lenders face less competition than lenders to larger companies. As a result,
small-cap lenders frequently have greater flexibility in structuring favorable transactions.

We believe these factors, taken together, should increase lending opportunities for us.

Competitive Strengths

Competitive Strengths 13
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Leading Small-Cap Market Position. H.1.G. Capital is one of the leading global alternative asset managers focused
on the small-cap market. With more than $15 billion of capital under management and more than 20 years of
investment experience focused primarily on small-cap companies as of June 30, 2014, H.I.G. Capital believes it has a
specialized knowledge of the small-cap marketplace and expertise in evaluating the issues and opportunities facing
small-cap companies throughout economic cycles. We believe that the quality of these resources provides a significant
advantage and contributes to the strength of our business.

Large and Experienced Management Team with Substantial Resources. Our Investment Adviser has access through
the Staffing Agreement to the resources and expertise of H.I.G. Capital s approximately 430 employees in thirteen
offices across the United States, Europe and South America as of June 30, 2014. As of such date, H.I.G. Capital had
approximately 260 experienced investment professionals, including more than 80 professionals dedicated to debt
investing. We believe that the quality of these resources provides a significant advantage and will contribute to the
strength of our business.

Competitive Strengths 14
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Extensive Deal Sourcing Infrastructure. Given the inefficiencies of the small-cap market, finding smaller companies
that represent attractive debt investment opportunities requires a different sourcing network than that for larger
companies. For more than 20 years, H.I.G. Capital has built an extensive and proprietary network of deal sources in
the small-cap market consisting of accountants, attorneys and other advisors who have access to these companies.
Each of H.I.G. Capital s approximately 260 investment professionals is involved in deal sourcing, and our in-house
business development group of 17 deal sourcing professionals further enhances our sourcing network. We believe
H.I.G. Capital s extensive deal sourcing infrastructure provides us with access to investment opportunities that may not
be available to many of our competitors.

Deep Credit Expertise. As of June 30, 2014, H.I.G. Capital s credit platform managed approximately $7 billion of
capital across multiple investment funds supported by more than 80 dedicated credit investment professionals. These
investment professionals bring a depth of experience across a broad range of transaction types, including primary loan
originations and distressed debt investments, and focus on capital preservation by extending loans to portfolio
companies with assets that it believes will retain sufficient value to repay us even in depressed markets or under
liquidation scenarios. We believe this experience and expertise in credit documentation, loan structuring and
restructuring negotiations helps to protect our investments and maximize our recovery value to the extent a portfolio
company does not perform as expected.

Disciplined Investment and Underwriting Process. Through its more than 20 years of investment experience, H.I.G.
Capital has developed a disciplined investment process entailing intensive bottom-up fundamental analysis in order to
generate attractive risk-adjusted returns while preserving downside protection. Our Investment Adviser utilizes the
established investment processes developed by H.I.G. Capital to analyze investment opportunities, including
structuring loans with appropriate covenants and pricing loans based on its knowledge of the small-cap market and on
its rigorous underwriting standards. Each investment is reviewed by the investment committee, which is comprised of
senior investment professionals of H.I.G. Capital with an average of more than 20 years of investment experience as
of June 30, 2014.

Investment Strategy

Our investment strategy is to generate current income and capital appreciation primarily by originating secured loans.
We seek to create a broad portfolio consisting of investments generally in the range of $10 million to $50 million
primarily in debt securities and loans of U.S. based small-cap companies. We primarily target borrowers in the United
States with enterprise values of $50 million to $350 million across a broad range of industries. The proceeds of our
loans are used for a variety of purposes, including refinancings of existing debt, acquisition financing, or working
capital to support growth or realignment.

While we focus principally on originating senior secured loans to small-cap companies that we believe have attractive

risk adjusted returns, including first lien and second lien facilities, we may also opportunistically make investments at
other levels of a company s capital structure, including mezzanine loans or equity interests. We also may receive

warrants to purchase common stock in connection with our debt investments. We may also invest in assets consistent
with our investment strategy indirectly through the acquisitions of interests in other investment companies. We
generate current income through the receipt of interest payments, origination and other fees, and dividends. Our

typical loans carry a floating interest rate based on LIBOR plus a spread, have a term of three to six years, are secured

by all tangible and intangible assets of the borrower and include covenants, monitoring and information rights in favor

of the lender.

Target businesses will typically exhibit some or all of the following characteristics:

Investment Strategy 15
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enterprise value of between $50 million and $350 million;
organized in the United States;
experienced management team;
stable and predictable free cash flows;
discernible downside protection through recurring revenue or strong tangible asset coverage;
products and services with distinctive competitive advantages or other barriers to entry;
low technology and market risk; and

Investment Strategy
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strong customer relationships.
We expect that, from time to time, our investments may include certain non-qualifying assets, including assets of
non-U.S. companies, certain publicly traded companies and, to a lesser extent and subject to certain limits under the
1940 Act, registered or unregistered investment companies, to the extent permissible under the 1940 Act. See Risk
Factors Risks Relating to our Business and Structure The lack of experience of our Investment Adviser in operating
under the constraints imposed on us as a business development company and RIC may hinder the achievement of our
investment objectives. and Regulation Qualifying Assets.

Organizational Structure

The following shows an organizational chart reflecting our relationship with our Investment Adviser and
Administrator and our direct and indirect ownership interests in certain of our subsidiaries as of the date of this
prospectus:

Recent Developments

On July 8, 2014, the SEC granted us an order for exemptive relief, or the Exemptive Relief Order, which permits us to
participate in negotiated investments with our affiliates, subject to certain conditions. The exemptive relief to
co-invest with affiliated funds provides stockholders with access to a broader range of investment opportunities.

On August 1, 2014, we appointed William Markert as Chief Operating Officer.

Operating and Regulatory Structure

Our investment activities are managed by WhiteHorse Advisers and supervised by our board of directors, a majority
of whom are independent of H.I.G. Capital, WhiteHorse Advisers and their respective affiliates.

We have elected to be treated as a business development company under the 1940 Act and have elected be treated as a
RIC under Subchapter M of the Code and intend to qualify annually for such treatment. The 1940 Act contains
prohibitions and restrictions relating to transactions between business development companies and their affiliates
(including any investment advisers or sub-advisers), principal underwriters and affiliates of those affiliates or
underwriters and requires that a majority of the directors of a business development company be persons other than
interested persons, as that term is defined in the 1940 Act. In addition, the 1940 Act provides that we may not change
the nature of our business so as to cease to be, or to withdraw our election as, a business development company unless
approved by a majority of our outstanding voting securities.

As a business development company, we are required to comply with certain regulatory requirements. For example,
we note that any affiliated investment vehicle formed in the future and managed by our Investment

Operating and Regulatory Structure 17
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Adviser may, notwithstanding different stated investment objectives, have overlapping investment objectives with our
own and, accordingly, may invest in asset classes similar to those targeted by us. If our Investment Adviser undertakes
to manage a new fund in the future, we will not invest in any portfolio company in which that fund has a pre-existing
investment, although we may co-invest with such affiliate on a concurrent basis, subject to compliance with existing
regulatory guidance, applicable regulations, our allocation procedures and/or exemptive relief issued by the Securities
and Exchange Commission, or the SEC. See Regulation.

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 (1) private U.S. operating companies, (2) public U.S. operating
companies whose securities are not listed on a national securities exchange (e.g., the New York Stock Exchange) or
registered under the Securities Exchange Act of 1934, as amended, or the Exchange Act, and (3) public U.S. operating
companies having a market capitalization of less than $250 million. Public U.S. operating companies whose securities
are quoted on the over-the-counter bulletin board and through Pink Sheets LLC are not listed on a national securities
exchange and therefore are eligible portfolio companies. See Regulation.

Use of Leverage

As a business development company, we are permitted under the 1940 Act to borrow funds to finance a portion of our
investments. As of June 30, 2014, we had $42 million debt outstanding under the Credit Facility, $30 million of debt
outstanding under the Senior Notes and $55 million of debt outstanding under the Unsecured Term Loan. In addition
to the Credit Facility, the Senior Notes and the Unsecured Term Loan described above, we expect to use leverage to

finance a portion of our investments in the future, consistent with the rules and regulations under the 1940 Act. We
consolidate our financial results with those of WhiteHorse Warehouse for financial reporting purposes.

As a business development company, we generally are required to meet a coverage ratio of total assets to total
borrowings and other senior securities, which include all of our borrowings and any preferred stock that we may issue
in the future, of at least 200%. If this ratio declines below 200%, we cannot incur additional debt and could be
required to sell a portion of our investments to repay debt when it is disadvantageous to do so. We measure our
compliance with the leverage test applicable to business development companies under the 1940 Act on a
consolidated basis. We expect to continue to use leverage to finance a portion of our investments in the future,
consistent with the rules and regulations under the 1940 Act. We expect that we would incur such leverage through
either a traditional credit facility or a securitization vehicle, rather than through an issuance of preferred stock.

The use of leverage is generally considered a speculative investment technique and increases the risks associated with
investing in our securities. In the future, we may borrow from, and issue senior securities, to banks, insurance
companies and other lenders. If the value of our assets decreases, leveraging would cause net asset value, or NAV, to
decline more sharply than it otherwise would have had we not leveraged, thereby magnifying losses or eliminating our
equity stake in a leveraged investment. See Risk Factors Risks Relating to our Business and Structure We intend to
continue to finance our investments with borrowed money, which will magnify the potential for gain or loss on
amounts invested and may increase the risk of investing in us.

Use of Leverage 18
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Conflicts of Interest

We are prohibited under the 1940 Act from participating in certain transactions with our affiliates without the prior
approval of our independent directors and, in some cases, of the SEC. On July 8, 2014, the SEC granted the
Exemptive Relief Order, which permits us to participate in negotiated investments with our affiliates that would
otherwise be prohibited by the 1940 Act, subject to certain conditions. Any person that owns, directly or indirectly,
five percent or more of our outstanding voting securities will be our affiliate for purposes of the 1940 Act, and we are
generally prohibited from buying or selling any security from or to, or entering into certain joint transactions (which
could include investments in the same portfolio company)

Conflicts of Interest 19
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with such affiliates, absent the prior approval of our independent directors. Our Investment Adviser and its affiliates,
including persons that control, or are under common control with, us or our Investment Adviser, are also considered to
be our affiliates under the 1940 Act.

We may invest alongside other clients of our Investment Adviser and its affiliates in certain circumstances where
doing so is consistent with applicable law, the Exemptive Relief Order, SEC staff interpretations and/or exemptive
relief issued by the SEC. For example, we may invest alongside such accounts consistent with guidance promulgated
by the staff of the SEC permitting us and such other accounts to purchase interests in a single class of privately placed
securities so long as certain conditions are met, including that our Investment Adviser, acting on our behalf and on

behalf of other clients, negotiates no term other than price. We may also invest alongside our Investment Adviser s
other clients as otherwise permissible under regulatory guidance, applicable regulations and the allocation policy of
H.L.G. Capital and our Investment Adviser. Under this allocation policy, a fixed calculation, based on the type of
investment, will be applied to determine the amount of each opportunity to be allocated to us. This allocation policy
will be periodically approved by our Investment Adviser and reviewed by our independent directors. We expect that
these determinations will be made similarly for other accounts sponsored or managed by our Investment Adviser and
its affiliates. If sufficient securities or loan amounts are available to satisfy our and each such account s proposed
demand, we expect that the opportunity will be allocated in accordance with our Investment Adviser s pre-transaction
determination. Where there is an insufficient amount of an investment opportunity to satisfy us and other accounts
sponsored or managed by our Investment Adviser or its affiliates, the allocation policy further provides that
allocations among us and such other accounts will generally be made pro rata based on the amount that each such
party would have invested if sufficient securities or loan amounts were available. However, we can offer no assurance
that investment opportunities will be allocated to us fairly or equitably in the short-term or over time.

The Exemptive Relief Order permits 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 accounts sponsored or managed by
our Investment Adviser or its affiliates in a manner consistent with our investment objective, positions, policies,
strategies and restrictions, as well as regulatory requirements and other relevant factors. See Certain Relationships.
We cannot assure you, however, that we will obtain such approvals or exemptive relief or develop opportunities that
comply with such limitations.

In situations where co-investment with other accounts managed by our Investment Adviser or its affiliates is not
permitted or appropriate, H.I.G. Capital and our Investment Adviser will need to decide which client will proceed with

the investment. Our Investment Adviser s allocation policy provides, in such circumstances, for investments to be

allocated on a rotational basis to assure that all clients of our Investment Adviser and its affiliates have fair and
equitable access to such investment opportunities. Moreover, except in certain circumstances, we will be unable to
invest in any issuer in which a fund managed by our Investment Adviser or its affiliates has previously invested.

Similar restrictions limit our ability to transact business with our officers or directors or their affiliates. These
restrictions may limit the scope of investment opportunities that would otherwise be available to us.

See Risk Factors Risks Relating to our Business and Structure There are significant potential conflicts of interest that
could affect our investment returns and Certain Relationships.

Company Information

Our principal executive offices are located at 1450 Brickell Avenue, 315t Floor, Miami, Florida 33131, telephone
number (305) 381-6999. Our corporate website is located at www.whitehorsefinance.com. Information on our website
is not incorporated into or a part of this prospectus.

Company Information 20
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Summary Risk Factors

Investing in our Company involves a high degree of risk and you could lose all or part of your investment. Certain of
these risks are referenced below.

We have a limited operating history as a business development company.

Summary Risk Factors 21
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The lack of experience of our Investment Adviser in operating under the constraints imposed on us as a business
development company and RIC may hinder the achievement of our investment objectives.
Regulations governing our operation as a business development company, including those related to the issuance of
senior securities, will affect our ability to, and the way in which we, raise additional debt or equity capital.
We intend to continue to finance our investments with borrowed money, which will magnify the potential for gain or
loss on amounts invested and may increase the risk of investing in us.
We are subject to risks associated with the use of leverage.
There are significant potential conflicts of interest that could affect our investment returns.
Due to the incentive fee cap and deferral mechanism, we may pay incentive fees in a fiscal quarter subsequent to the
quarter in which the income giving rise to such incentive fees was recognized.
We are subject to risks associated with small-cap companies.
We may expose ourselves to risks if we engage in hedging transactions.
Investing in our common stock may involve an above average degree of risk.
See Risk Factors beginning on page 13 for more information on these and other risks you should carefully consider
before deciding to invest in shares of our common stock.
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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 shares of our
common stock will bear directly or indirectly. We caution you that some of the percentages indicated in the table
below are estimates and may vary. The following table should not be considered a representation of our future
expenses. Actual expenses may be greater or less than shown. Except where the context suggests otherwise, whenever
this prospectus contains a reference to fees or expenses paid by us or WhiteHorse Finance, orthat we will pay fees or
expenses, common stockholders will indirectly bear such fees or expenses as investors in WhiteHorse Finance.

Stockholder transaction expenses:

Sales load (as a percentage of offering price) %
Offering expenses (as a percentage of offering price) %2
Dividend reinvestment plan fees None ®
Total stockholder transaction expenses (as a percentage of offering price) %
Annual expenses (as a percentage of net assets attributable to common stock):
Base management fees 2.12 %™
Incentive fees payable under Investment Advisory Agreement (20% of Pre-Incentive Fee Net

. . . 2.11 %O
Investment Income and 20% of realized capital gains)
Interest payments on borrowed funds 2.35 %©)
Other expenses 1.76 %
Total annual expenses 8.34 %

In the event that the securities to which this prospectus relate are sold to or through underwriters or agents, a

corresponding prospectus supplement will disclose the applicable sales load.

The related prospectus supplement, including each underwritten offering by any of the selling stockholders

identified under Selling Stockholders, will disclose the estimated amount of total offering expenses (which may

include offering expenses borne by third parties on our behalf), the offering price and the offering expenses borne

by us as a percentage of the offering price.

3) The expenses of the dividend reinvestment plan, which consist primarily of the expenses of American
Stock Transfer & Trust Company, LLC, are included in other expenses. See Dividend Reinvestment Plan.
Our base management fee under the Investment Advisory Agreement is based on our gross assets, including assets
purchased with borrowed funds and is payable quarterly in arrears. The management fee referenced in the table
above is based on actual amounts incurred during the year ended December 31, 2013. The SEC requires that the

(4) Management fees percentage be 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 estimate of our base management fees assumes net assets of $227.0 million

and leverage of $110.0 million, which reflects our net assets and leverage as of December 31, 2013.

The incentive fee referenced in the table above is based on actual amounts incurred during the year ended

December 31, 2013. The incentive fee consists of two components that are independent of each other (except as

provided in the Incentive Fee Cap and Deferral Mechanism described below), with the result that one component

may be payable even if the other is not.

We have structured the calculation of these incentive fees, which we refer to as the Income and Capital Gain Incentive
Fee Calculations, to include a fee limitation such that no incentive fee will be paid to our Investment Adviser for any
fiscal quarter if, after such payment, the cumulative incentive fees paid to our Investment Adviser for the period that

includes such fiscal quarter and the 11 full preceding fiscal quarters, which we refer to in this prospectus as the
Incentive Fee Look-back Period, would exceed 20.0% of our Cumulative Pre-Incentive Fee Net Return during the

ey

2

)
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applicable Incentive Fee Look-back Period. The Incentive Fee Look-back Period commenced on January 1, 2013.
Prior to January 1, 2016, the Incentive Fee Look-back Period will consist of fewer than 12 full fiscal quarters. For
example, at the end of our first full fiscal quarter after our initial public offering, the Incentive Fee Look-back Period
consisted of one full fiscal quarter and our Cumulative Pre-Incentive Fee Net Return will equal the sum
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of (a) the Pre-Incentive Fee Net Investment Income during that fiscal quarter and (b) our realized capital gains,
realized capital losses, unrealized capital depreciation and unrealized capital appreciation, if any, during such fiscal
quarter. Similarly, at the end of our second full fiscal quarter after our initial public offering, the Incentive Fee
Look-back Period consisted of two full fiscal quarters and our Cumulative Pre-Incentive Fee Net Return equaled the
sum of (a) the Pre-Incentive Fee Net Investment Income during those two fiscal quarters and (b) our cumulative
realized capital gains, cumulative realized capital losses, cumulative unrealized capital depreciation and cumulative
unrealized capital appreciation, with cumulative meaning occurring during the two full fiscal quarters elapsed since
January 1, 2013. The deferral component of the Incentive Fee Cap and Deferral Mechanism may cause incentive fees
that accrued during one fiscal quarter to be paid to our Investment Adviser at any time during the 11 full fiscal
quarters following such initial full fiscal quarter.

We accomplish this limitation by subjecting each incentive fee payable to a cap, which we refer to in this prospectus
to as the Incentive Fee Cap. The Incentive Fee Cap in any quarter is equal to (a) 20.0% of Cumulative Pre-Incentive
Fee Net Return during the Incentive Fee Look-back Period less (b) cumulative incentive fees of any kind paid to our
Investment Adviser by us during the Incentive Fee Look-back Period. To the extent the Incentive Fee Cap is zero or a
negative value in any quarter, we will pay no incentive fee to our Investment Adviser in that quarter. We will only pay
incentive fees to the extent allowed by the Incentive Fee Cap and Deferral Mechanism. To the extent that the payment
of incentive fees is limited by the Incentive Fee Cap and Deferral Mechanism, the payment of such fees may be
deferred and paid up to three years after their date of deferment subject to applicable limitations included in the
Investment Advisory Agreement.

The first component of the incentive fee, which is income-based and payable quarterly in arrears, equals 20% of the
amount, if any, that our Pre-Incentive Fee Net Investment Income exceeds a 1.75% quarterly (7.00% annualized)
hurdle rate (the Hurdle Rate ), subjectto a catch-up provision measured at the end of each calendar quarter and the

Incentive Fee Cap and Deferral Mechanism described below. The operation of the first component of the incentive fee
for each quarter is as follows:

no incentive fee is payable to our Investment Adviser in any calendar quarter in which our Pre-Incentive Fee Net
Investment Income does not exceed the Hurdle Rate of 1.75% (7.00% annualized);
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 2.1875% in any calendar quarter (8.75%
annualized) is payable to our Investment Adviser. We refer to this portion of our Pre-Incentive Fee Net Investment
Income (which exceeds the Hurdle Rate but is less than 2.50%) as the catch-up. The effect of the catch-up provision is
that, if such Pre-Incentive Fee Net Investment Income exceeds 2.1875% in any calendar quarter, our Investment
Adpviser will receive 20% of such Pre-Incentive Fee Net Investment Income as if the Hurdle Rate did not apply; and
20% of the amount of such Pre-Incentive Fee Net Investment Income, if any, that exceeds 2.1875% in any calendar
quarter (8.75% annualized) is payable to our Investment Adviser (once the Hurdle Rate is reached and the catch-up is
achieved).
The portion of such incentive fee that is attributable to deferred interest (such as payment-in-kind interest or original
issue discount) will be paid to the Investment Adviser, together with any other interest accrued on the loan from the
date of deferral to the date of payment, only if and to the extent the Company actually receives such interest in cash,
and any accrual thereof will be reversed if and to the extent such interest is reversed in connection with any write-off
or similar treatment of the investment giving rise to any deferred interest accrual. Any reversal of such amounts would
reduce net income for the quarter by the net amount of the reversal (after taking into account the reversal of incentive
fees payable) and would result in a reduction and possibly elimination of the incentive fees for such quarter. For the
avoidance of doubt, no incentive will be paid to the Investment Adviser on amounts accrued and not paid in respect of
deferred interest.

FEES AND EXPENSES 25
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There is no accumulation of amounts on the Hurdle Rate from quarter to quarter and, accordingly, there is no
clawback of amounts previously paid if subsequent quarters are below the quarterly Hurdle Rate and there is no delay
of payment if prior quarters are below the quarterly Hurdle Rate. Since the Hurdle Rate is fixed, as interest rates rise,

it will be easier for our Investment Adviser to surpass the Hurdle Rate and receive an incentive fee based on

Pre-Incentive Fee Net Investment Income.

The second component, which is capital gains-based, is determined and payable in arrears as of the end of each
calendar year (or upon termination of the Investment Advisory Agreement, as of the termination date) and equals 20%
of the Company s cumulative aggregate realized capital gains through the end of such year, computed net of the
Company s aggregate cumulative realized capital losses and aggregate cumulative unrealized capital depreciation
through the end of such year, less the aggregate amount of any previously paid capital gains incentive fees and subject
to the Incentive Fee Cap and Deferral Mechanism described below. The capital-gains component of the incentive fee
excludes any portion of realized gains (losses) that are associated with the reversal of any portion of unrealized
appreciation/depreciation attributable to periods prior to January 1, 2013. The capital gains component of the incentive
fee is not subject to any minimum return to stockholders.

As described above, we will not pay any incentive fee at any time when, after such payment, the cumulative incentive
fees paid to date would exceed 20% of the Cumulative Pre-Incentive Fee Net Return during the Incentive Fee
Look-back Period.

Our stockholders bear directly or indirectly the costs of borrowings under the Credit Facility and other debt
instruments. The borrowing costs included in the table above are based on our outstanding indebtedness as of
December 31, 2013, which consisted of $25 million of indebtedness outstanding under the Credit Facility, $30
(6)million of indebtedness outstanding in Senior Notes and $55 million of indebtedness outstanding under the
Unsecured Term Loan. At December 31, 2013, the weighted average effective interest rate for total outstanding
debt was 4.86%. We expect to continue to use leverage to finance a portion of our investments in the future,
consistent with the rules and regulations under the 1940 Act.
Includes our overhead expenses, including payments under the Administration Agreement, based on our allocable
portion of overhead and other expenses incurred by WhiteHorse Administration in performing its obligations under
(7)the Administration Agreement. See The Adviser and the Administrator ~Administration Agreement.  Other

expenses are based on actual amounts incurred during the six months ended June 30, 2014, and certain estimates of
our operating expenses for the current fiscal year.

Example

The following example demonstrates the projected dollar amount of total cumulative expenses that would be incurred
over various periods with respect to a hypothetical investment in our common stock. In calculating the following
expense amounts, we have assumed that our annual operating expenses remain at the levels set forth in the table
above. 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.

1 year 3 years 5 years 10 years
You would pay the following expenses on a $1,000 investment,

. $61 $182 §$300 $582
assuming a 5% annual return

The foregoing table is to assist you in understanding the various costs and expenses that an investor in our common
stock will bear directly or indirectly. While the example assumes, as required by the SEC, a 5% annual return, our
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performance will vary and may result in a return greater or less than 5%. The incentive fee under the Investment
Advisory Agreement, which, assuming a 5% annual return, would either not be payable or would have an insignificant
impact on the expense amounts shown above, is not included in the example. This illustration assumes that we will not
realize any capital gains (computed net of all realized capital losses and unrealized capital depreciation) in any of the
indicated time periods. If we achieve sufficient returns on our investments, including through the realization of capital
gains, to trigger an incentive fee of a material amount, our expenses and returns to our investors would be higher. If
the 5% annual return were derived entirely from capital gains, you would pay expenses on a $1,000 investment of
$71, $212, $349 and $677 over periods of one year, three years, five years and ten years, respectively. The example
assumes reinvestment of all dividends and other distributions

11
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at net asset value. Under certain circumstances, reinvestment of dividends and distributions under our dividend
reinvestment plan may occur at a price per share that differs from net asset value. Participants in our dividend
reinvestment plan will receive a number of shares of our common stock determined by dividing the total dollar
amount of the distribution payable to a participant by the market price per share of our common stock at the close of
trading on the valuation date for the distribution. See Dividend Reinvestment Plan for additional information
regarding our dividend reinvestment plan.

12
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RISK FACTORS

Before you invest in our securities, you should be aware of various risks, including those described below. You should
carefully consider these risk factors, together with all of the other information included in this prospectus, before you
decide whether to make an investment in our securities. The risks set out below are not the only risks we face. If any of
the following events occur, our business, financial condition and results of operations could be materially adversely
affected. In such case, our net asset value and the trading price of our securities could decline, and you may lose all
or part of your investment.

Risks Relating to Economic Conditions

Further downgrades of the U.S. credit rating, impending automatic spending
cuts or another government shutdown could negatively impact our liquidity,
financial condition and earnings.

Recent U.S. debt ceiling and budget deficit concerns have increased the possibility of additional credit-rating
downgrades and economic slowdowns, or a recession in the U.S. Although U.S. lawmakers passed legislation to raise
the federal debt ceiling on multiple occasions, ratings agencies have lowered or threatened to lower the long-term

sovereign credit rating on the United States. The impact of this or any further downgrades to the U.S. government s
sovereign credit rating or its perceived creditworthiness could adversely affect the U.S. and global financial markets
and economic conditions. Absent further quantitative easing by the Federal Reserve, these developments could cause

interest rates and borrowing costs to rise, which may negatively impact our ability to access the debt markets on
favorable terms. In addition, disagreement over the federal budget has caused the U.S. federal government to shut
down for periods of time. Continued adverse political and economic conditions could have a material adverse effect
on our business, financial condition and results of operations.

Global economic, political and market conditions may adversely affect our
business, results of operations and financial condition, including our revenue
growth and profitability.

The current worldwide financial market situation, as well as various social and political tensions in the United States
and around the world, may continue to contribute to increased market volatility, may have long-term effects on the
United States and worldwide financial markets, and may cause further economic uncertainties or deterioration in the
United States and worldwide. Since 2010, several European Union ( EU ) countries, including Greece, Ireland, Italy,

Spain, and Portugal, have faced budget issues, some of which may have negative long-term effects for the economies
of those countries and other EU countries. There is continued concern about national-level support for the Euro and
the accompanying coordination of fiscal and wage policy among European Economic and Monetary Union member
countries. In addition, the fiscal policy of foreign nations, such as China, may have a severe impact on the worldwide
and United States financial markets. We do not know how long the financial markets will continue to be affected by
these events and cannot predict the effects of these or similar events in the future on the United States economy and
securities markets or on our investments. We monitor developments and seek to manage our investments in a manner
consistent with achieving our investment objective, but there can be no assurance that we will be successful in doing
SO.
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Risks Relating to Our Business and Structure

We have a limited operating history as a business development company.

Prior to December 2012, we did not operate as a business development company or as a RIC. As a result, we are
subject to business risks and uncertainties, including the risk that we will not maintain our status as a business
development company or achieve our investment objective and that the value of your investment could decline

substantially.

The lack of experience of our Investment Adviser in operating under the
constraints imposed on us as a business development company and RIC may
hinder the achievement of our investment objectives.

The 1940 Act and the Code, impose numerous constraints on the operations of business development companies and
RICs that do not apply to other investment vehicles managed by H.I.G. Capital and its affiliates. Business
development companies are required, for example, to invest at least 70% of their total

13
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assets in qualifying assets, including U.S. private or thinly-traded public companies, cash, cash equivalents, U.S.
government securities and other high-quality debt instruments that mature in one year or less from the date of
investment. Subject to certain exceptions for follow-on investments and distressed companies, an investment in an
issuer that has outstanding securities listed on a national securities exchange may be treated as a qualifying asset only
if such issuer has a common equity market capitalization that is less than $250 million at the time of such investment.
Moreover, qualification for taxation as a RIC requires satisfaction of source-of-income, asset diversification and
distribution requirements. Neither we nor our Investment Adviser has long-term experience operating under these
constraints, which may hinder our ability to take advantage of attractive investment opportunities and to achieve our
investment objective. As a result, we cannot assure you that our Investment Adviser will be able to operate our
business under these constraints. Any failure to do so could subject us to enforcement action by the SEC, cause us to
fail to satisfy the requirements associated with RIC status, cause us to fail the 70% test described above or otherwise
have a material adverse effect on our business, financial condition or results of operations.

We may be precluded from investing in what we believe are attractive investments if such investments are not
qualifying assets for purposes of the 1940 Act. If we do not invest a sufficient portion of our assets in qualifying
assets, we could be found to be in violation of the 1940 Act provisions applicable to business development companies
and possibly lose our status as a business development company, which would have a material adverse effect on our
business, financial condition and results of operations. Similarly, these rules could prevent us from making follow-on
investments in existing portfolio companies (which could result in the dilution of our position) or could require us to
dispose of investments at inopportune times in order to comply with the 1940 Act. If we need to dispose of such
investments quickly, it may be difficult to dispose of such investments on favorable terms, or at all. For example, we
may have difficulty in finding a buyer and, even if we do find a buyer, we may have to sell the investments at a
substantial loss or otherwise for less than we could have received if we were able to sell them at a later time.

We depend upon key personnel of H.l.G. Capital and its affiliates.

We are an externally managed business development company, and therefore we do not have any internal
management capacity or employees. We depend on the diligence, skill and network of business contacts of our
Investment Adviser to achieve our investment objective. We expect that our Investment Adviser will evaluate,

negotiate, structure, close and monitor our investments in accordance with the terms of the Investment Advisory
Agreement.

Our Investment Adviser is an affiliate of H.I.G. Capital and, in turn, depend upon access to the investment
professionals and other resources of H.I.G. Capital and its affiliates to fulfill its obligations to us under the Investment
Advisory Agreement. WhiteHorse Advisers also depends upon H.I.G. Capital to obtain access to deal flow generated

by the professionals of H.I.G. Capital. Under the Staffing Agreement, an affiliate of H.I.G. Capital has agreed to
provide our Investment Adviser with the resources necessary to fulfill these obligations. The Staffing Agreement
provides that the affiliate will make available to WhiteHorse Advisers experienced investment professionals and
access to the senior investment personnel of H.I.G. Capital for purposes of evaluating, negotiating, structuring, closing
and monitoring our investments. We are not a party to the Staffing Agreement and cannot assure you that the affiliate
will fulfill its obligations under the agreement. If the affiliate fails to perform, we cannot assure you that WhiteHorse
Advisers will enforce the Staffing Agreement, that such agreement will not be terminated by either party or that we
will continue to have access to the investment professionals of H.I.G. Capital and its affiliates or their market
knowledge and deal flow.

We depend upon the senior professionals of H.I.G. Capital to maintain relationships with potential sources of lending
opportunities, and we intend to rely to a significant extent upon these relationships to provide us with potential

The lack of experience of our Investment Adviser in operating under theconstraints imposed on us as a b@&ness de
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investment opportunities. We cannot assure you that these individuals will continue to indirectly provide investment
advice to us. If these individuals, including the members of our investment committee, do not maintain their existing
relationships with H.I.G. Capital, maintain existing relationships or develop new relationships with other sources of
investment opportunities, we may not be able to grow our investment portfolio. In addition, individuals with whom
the senior professionals of H.I.G. Capital have relationships are not obligated to provide us with investment
opportunities. Therefore, we cannot assure you that such relationships will generate investment opportunities for us
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Our business model depends to a significant extent upon H.l.G. Capital s
proprietary deal-flow network of informal and unconventional potential deal
sources in the small-cap business community. Any inability of H.l.G. Capital to
maintain or develop this network, or the failure of this network to generate
investment opportunities, could adversely affect our business.

We depend upon H.I.G. Capital to maintain its extensive, proprietary small-cap deal sourcing network, and we expect
to rely to a significant extent upon this network to provide us with investment opportunities. This network of informal
and unconventional deal sources in the small-cap business community includes accountants, attorneys, brokers,
insurance agents, consultants and financial advisors who have access to small-cap companies. If H.I.G. Capital fails to
maintain such sourcing network, or to develop new relationships with other sources of investment opportunities, we
will not be able to grow our investment portfolio. In addition, individuals with whom H.I.G. Capital has relationships
are not obligated to provide us with investment opportunities, and we can offer no assurance that these relationships
will generate investment opportunities for us in the future.

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

Our ability to achieve our investment objective depends on our ability to manage our business and to grow our
business. This depends, in turn, on our Investment Adviser s ability to identify, invest in and monitor companies that
meet our investment criteria. This, in turn, depends on the ability of H.I.G. Capital s investment professionals to
identify, invest in and monitor companies that meet our investment criteria. The achievement of our investment
objectives on a cost-effective basis will depend upon our Investment Adviser s execution of our investment process, its
ability to provide competent, attentive and efficient services to us and our access to financing on acceptable terms.
Our Investment Adviser has substantial responsibilities under the Investment Advisory Agreement. The personnel of
H.I.G. Capital who are made available to our Investment Adviser under the Staffing Agreement are engaged in other
business activities and may be called upon to provide managerial assistance to our portfolio companies, either of
which could distract them, divert their time and attention or otherwise cause them not to dedicate a significant portion
of their time to our businesses which could slow our rate of investment. Any failure to manage our business and our
future growth effectively could have a material adverse effect on our business, financial condition, results of
operations and cash flows.

We may not replicate the historical results achieved by other entities managed
or sponsored by members of our investment committee or by H.l.G. Capital or
its affiliates.

Our primary focus in making investments generally differs from that of many of the investment funds, accounts or
other investment vehicles that are or have been managed by members of our investment committee or sponsored by
H.I.G. Capital or its affiliates. In addition, investors in our common stock do not acquire an interest in any such
investment funds, accounts or other investment vehicles that are or have been managed by members of our investment
committee or sponsored by H.I.G. Capital or its affiliates. We cannot assure you that we will replicate the historical
results achieved by members of the investment committee, and we caution you that our investment returns could be
substantially lower than the returns achieved by them in prior periods. Additionally, all or a portion of the prior results
may have been achieved in particular market conditions which may never be repeated. Moreover, current or future
market volatility and regulatory uncertainty may have an adverse impact on our future performance.

Our business model depends to a significant extent upon H.I.G. Capital s proprietary deal-flow network o8#formal
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The highly competitive market for investment opportunities in which we
operate may limit our investment opportunities.

A number of entities continue to compete with us to make investments in small-cap companies. We compete with
public and private funds, including other business development companies, commercial and investment banks,
commercial financing companies, specialty finance companies, hedge funds and, to the extent they provide an

alternative form of financing, private equity funds. Additionally, as competition for investment opportunities
increases, alternative investment vehicles, such as hedge funds and collateralized loan obligations, may invest in
small-cap companies. As a result of these new entrants, competition for investment opportunities in small-cap
companies could intensify. Many of our potential competitors are substantially
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larger and have considerably greater financial, technical and marketing resources than we do. For example, some
competitors may have a lower cost of funds and access to funding sources that are not available to us. In addition,
some of our competitors have higher risk tolerances or different risk assessments, which could allow them to consider
a wider variety of investments and establish more relationships than us. Furthermore, many of our competitors are not
subject to the regulatory restrictions that the 1940 Act imposes on us as a business development company. We cannot
assure you that the competitive pressures we face will not have a material adverse effect on our business, financial
condition and results of operations. Also, as a result of this competition, we may not be able to take advantage of
attractive investment opportunities from time to time, and we cannot assure you that we will be able to identify and
make investments that are consistent with our investment objective.

Participants in our industry compete on several factors, including price, flexibility in transaction structuring, customer
service, reputation, market knowledge and speed in decision-making. We do not intend to compete primarily based on
the interest rates we offer, and we believe that some of our competitors may make loans with interest rates that are
lower than the rates we offer. We may lose investment opportunities if we do not match our competitors pricing, terms
and structure. However, if we match our competitors pricing, terms and structure, we may reduce our net investment
income and increase our risk of credit loss.

We have elected to be treated as a RIC and intend to qualify annually for such
treatment. If we are unable to qualify as a RIC, we will be subject to
corporate-level income tax.

We have elected to be treated as a RIC under the Code and intend to qualify annually for such treatment. To qualify as
a RIC under the Code and obtain RIC tax benefits, we must meet certain income source, asset diversification and
annual distribution requirements. The annual distribution requirement for a RIC is satisfied if we distribute at least
90% of our ordinary income and realized net short term capital gains in excess of realized net short term capital losses,
if any, to our stockholders on an annual basis. To the extent we use preferred stock or debt financing in the future, we
may be subject to certain asset coverage ratio requirements under the 1940 Act and financial covenants under
preferred stock or loan and credit agreements that could, under certain circumstances, restrict us from making
distributions necessary to qualify for RIC tax benefits. If we fail to make sufficient distributions, as a result of
contractual restrictions in the Credit Facility, Unsecured Term Loan or otherwise, we may fail to qualify for such
benefits and, thus, may be subject to corporate-level income tax. To qualify as a RIC, we must also meet certain asset
diversification requirements at the end of each calendar quarter. Failure to meet these requirements may result in our
having to dispose of certain investments quickly in order to prevent the loss of RIC status. Because we anticipate that
most of our investments will be in the debt of relatively illiquid small-cap private companies, any such dispositions
could be made at disadvantageous prices and may result in substantial losses. If we fail to qualify for RIC tax benefits
for any reason and remain or become subject to corporate-level income tax, the resulting corporate taxes could
substantially reduce our net assets, the amount of income available for distribution and the amount of our
distributions. Such a failure would have a material adverse effect on us and our stockholders.

Our returns will be reduced by any U.S. corporate income tax that our
subsidiaries pay.

We may be required to recognize certain income and fees indirectly through one or more entities treated as
corporations for U.S. federal income tax purposes. Such corporations will be required to pay U.S. corporate income
tax on their earnings, which ultimately will reduce our return on such income and fees. In addition, we may invest in
partnerships, including qualified publicly traded partnerships and limited liability companies treated as partnerships

We have elected to be treated as a RIC and intend to qualify annually for such treatment. If we are unable&& qualify
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for tax purposes, which may result in our being subject to state, local or foreign income, franchise or withholding
liabilities.

Non-U.S. stockholders may be adversely affected by a scheduled change in
U.S. federal income tax law.

Under a provision applicable for taxable years of RICs beginning before January 1, 2014, properly designated
dividends received by a Non-U.S. stockholder are generally exempt from U.S. federal withholding tax when they (a)
are paid in respect of qualified net interest income (generally, U.S. source interest income, other than certain
contingent interest and interest from obligations of a corporation or partnership in which we are at least a 10%
stockholder, reduced by expenses that are allocable to such income), or (b) are paid in connection with qualified
short-term capital gains (generally, the excess of net short-term capital

16

Our returns will be reduced by any U.S. corporate income tax that oursubsidiaries pay. 37



Edgar Filing: WhiteHorse Finance, Inc. - Form N-2/A

TABLE OF CONTENTS

gain over long-term capital loss for such taxable year). If such provision is not extended, non-U.S. stockholders will

be subject to 30% U.S. federal withholding tax on distributions other than actual or deemed distributions of our net

capital gains unless reduced under the Code or an applicable tax treaty. There can be no assurance that the provision

will be extended, and we may also choose not to designate some or all of the distributions potentially eligible for the
exemption.

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

For U.S. federal income tax purposes, we include in income certain amounts that we have not yet received in cash,
such as original issue discount, which may arise if we receive warrants in connection with the making of a loan or
possibly in other circumstances, or payment-in-kind, or PIK, interest, which represents contractual interest added to
the loan balance and due at the end of the loan term. Such original issue discount, which could be significant relative
to our overall investment assets, and increases in loan balances as a result of PIK interest will be included in income
before we receive any corresponding cash payments. We also may be required to include in income certain other
amounts that we do not receive in cash. In addition, after the expiration of the reinvestment period under the Credit
Facility on September 27, 2014, we must use asset sales and repayment proceeds, if any (including any realized
gains), to pay down any outstanding debt and certain other amounts prior to distributing cash from WhiteHorse
Warehouse to us. Also, if we do not meet certain coverage tests under the Credit Facility or if an event of default and
acceleration occurs under the Credit Facility, then income and capital gains which would otherwise be distributable by
us to our stockholders could be diverted to pay down debt or other amounts due under the Credit Facility.

As a result, we may have difficulty meeting the tax requirement to distribute 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, to obtain RIC tax
benefits. Accordingly, we may have to sell some of our investments at times we would not consider advantageous,
raise additional debt or equity capital or reduce new investment originations to meet these distribution requirements. If
we are not able to obtain cash from other sources, we may fail to qualify for RIC tax benefits and thus be subject to
corporate level income tax.

PIK interest payments we receive will increase our assets under management
and, as a result, will increase the amount of base management fees payable
by us to our Investment Adviser.

Certain of our debt investments may contain provisions providing for the payment of PIK interest, which increases the
loan balance of the underlying loan in lieu of receiving cash interest, causing interest to compound on such higher
loan balance. PIK interest increases our assets under management and, because the base management fee that we pay
to our Investment Adviser is based on the value of our consolidated gross assets, PIK interest increases the base
management fee we pay. This increase in interest income from the higher loan balance increases our pre-incentive fee
net investment income and the incentive fees that we pay to our Investment Adviser.

Regulations governing our operation as a business development company,
including those related to the issuance of senior securities, will affect our
ability to, and the way in which we, raise additional debt or equity capital.

We expect that we will require a substantial amount of capital. We may issue debt securities or preferred stock and/or
borrow money from banks or other financial institutions, which we refer to collectively as senior securities, up to the

Non-U.S. stockholders may be adversely affected by a scheduled change inU.S. federal income tax law. 38
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maximum amount permitted by the 1940 Act. Under the provisions of the 1940 Act, we will be permitted as a
business development company to issue senior securities only in amounts such that our asset coverage, as defined in
the 1940 Act, equals at least 200% after each issuance of senior securities. If the value of our assets declines, we may
be unable to satisfy this ratio. If that happens, we may be required to sell a portion of our investments at a time when
such sales may be disadvantageous and, depending on the nature of our leverage, repay a portion of our indebtedness.

If we issue senior securities, we will be exposed to typical risks associated with leverage, including an increased risk
of loss. If we issue preferred stock, such securities would rank senior to common stock in our capital structure, and
preferred stockholders would have separate voting rights, dividend and liquidation rights and possibly other rights,

preferences or privileges more favorable than those granted to holders of our common stock. Furthermore, the
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issuance of preferred stock could have the effect of delaying, deferring or preventing a transaction or a change of
control that might otherwise result in your receiving a premium price for your common stock or otherwise be in your
best interest.

Our board of directors may decide to issue common stock to finance our operations rather than issuing debt or other
senior securities. As a business development company, we are not generally able to issue and sell our common stock
at a price below current net asset value per share. We may, however, issue or sell our common stock, at a price below
the current net asset value of the common stock, or sell warrants, options or rights to acquire such common stock, at a
price below the current net asset value of the common stock if our board of directors determines that such sale is in the
best interests of us and our stockholders, and if our stockholders approve such sale within the preceding 12 months. In
any such case, the price at which our securities are to be issued and sold may not be less than a price which, in the
determination of our board of directors, closely approximates the market value of such securities (less any distributing
commission or discount). We also may conduct rights offerings at prices per share less than the net asset value per
share, subject to the requirements of the 1940 Act. If we raise additional funds by issuing additional common stock or
senior securities convertible into, or exchangeable for, our common stock, the percentage ownership of our
stockholders at that time would decrease, and our stockholders may experience dilution.

In addition to issuing securities to raise capital as described above, we may in the future seek to securitize our loans to
generate cash for funding new investments. To securitize loans, we may create one or more wholly owned subsidiaries
and sell and contribute a pool of loans to such subsidiaries. This could include the sale or other issuance of debt by
such subsidiaries on a non-recourse basis to purchasers who we would expect to be willing to accept a lower interest
rate to invest in investment grade-rated debt secured by such loan pools, and we would retain all or a portion of the
equity in any such subsidiary. An inability to securitize part of our loan portfolio could limit our ability to grow our
business, fully execute our business strategy and increase our earnings. Moreover, the successful securitization of part
of our loan portfolio might expose us to losses as the loans we are not able to securitize will tend to be those that are
riskier and more apt to generate losses.

Any failure on our part to maintain our status as a business development
company would reduce our operating flexibility.

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

We intend to continue to finance our investments with borrowed money,
which will magnify the potential for gain or loss on amounts invested and may
increase the risk of investing in us.

The use of leverage, including through the issuance of senior securities, magnifies the potential for gain or loss on
amounts invested. We have incurred leverage in the past and currently incur leverage through the Credit Facility, the
Unsecured Term Loan and the Senior Notes and, from time to time, intend to incur additional leverage to the extent

permitted under the 1940 Act. The use of leverage is generally considered a speculative investment technique and

increases the risks associated with investing in our securities. In the future, we may borrow from, and issue senior
securities, to banks, insurance companies and other lenders. Holders of these senior securities will have fixed dollar
claims on our assets that are superior to the claims of our common stockholders, and we would expect such holders to
seek recovery against our assets in the event of a default.

Any failure on our part to maintain our status as a business development company would reduce our operfling flexi
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WhiteHorse Warehouse has pledged, and expects to continue to pledge, all or substantially all of its assets.
WhiteHorse Warehouse has granted, and may in the future grant, a security interest in all or a portion of its assets
under the Credit Facility. In addition, under the terms of the Credit Facility, we must use the net proceeds of any

investments that we sell to repay amounts then due with respect to our debt and certain other amounts owing under the
Credit Facility before applying such net proceeds to other uses, such as distributing them to our stockholders.
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We may pledge up to 100% of our assets and may grant a security interest in all of our assets under the terms of any
debt instruments into which we may enter. In addition, under the terms of any credit facility or other debt instrument
we enter into, we are likely to be required by its terms to use the net proceeds of any investments that we sell to repay
a portion of the amount borrowed under such facility or instrument before applying such net proceeds to any other
uses.

If the value of our assets decreases, leverage would cause net asset value to decline more sharply than it otherwise
would have had we not leveraged, thereby magnifying losses or eliminating our equity stake in a leveraged
investment. Similarly, any decrease in our revenue or income will cause our net income to decline more sharply than it
would have had we not borrowed. Such a decline would also negatively affect our ability to make distributions on our
common stock or preferred stock. Our ability to service our debt will depend largely on our financial performance and
will be subject to prevailing economic conditions and competitive pressures. In addition, our common stockholders
will bear the burden of any increase in our expenses as a result of our use of leverage, including interest expenses and
any increase in the management fee payable to our Investment Adviser.

As a business development company, we generally are required to meet a coverage ratio of total assets to total
borrowings and other senior securities, which include all of our borrowings and any preferred stock that we may issue

in the future, of at least 200%. If this ratio declines below 200%, we cannot incur additional debt and could be
required to sell a portion of our investments to repay some debt when it is disadvantageous to do so. This could have a
material adverse effect on our operations, and we may not be able to make distributions. The amount of leverage that
we employ will depend on our Investment Adviser s and our board of directors assessment of market and other factors
at the time of any proposed borrowing. We cannot assure you that we will be able to maintain our borrowings under
the Credit Facility, the Unsecured Term Loan and the Senior Notes or obtain other credit at all or on terms acceptable

to us.

In addition, the terms governing the Credit Facility, the Unsecured Term Loan and the Senior Notes and any
indebtedness that we incur in the future could impose financial and operating covenants that restrict our business
activities, including limitations that may hinder our ability to finance additional loans and investments or make the
distributions required to maintain our status as a RIC under the Code.

The following table illustrates the effect of leverage on returns from an investment in our common stock as of June 30,

2014, assuming various annual returns, net of expenses. The calculations in the table below are hypothetical and
actual returns may be higher or lower than those appearing in the table below.

Assumed Return on Our Portfolio

(Net of Expenses)
-10% -5% 0% 5% 10%
Corresponding return to common stockholder(!) (164)% 88)% (12)% 64% 14.0%

Assumes $363.9 million in total assets, $127.0 million in debt outstanding and $227.8 million in net assets as of
(1)June 30, 2014, and an average cost of funds of 3.4%, which is our weighted average effective annualized interest
rate for total debt outstanding as of June 30, 2014.

Based on our outstanding indebtedness of $127.0 million as of June 30, 2014 and an average cost of funds of 4.8%,
7.1% and 2.4%, which were the effective annualized interest rates of the Credit Facility, Senior Notes and Unsecured
Term Loan, respectively, as of that date, our investment portfolio must experience an annual return of at least 1.6% to

cover annual interest payments on our outstanding indebtedness.

We intend to continue to finance our investments with borrowed money,which will magnify the potential fo42ain or I
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In addition to issuing securities to raise capital as described above, we may in the future seek to securitize our loans to
generate cash for funding new investments. To securitize loans, we may create a wholly-owned subsidiary and
contribute a pool of loans to the subsidiary. This could include the sale of interests in the subsidiary on a non-recourse
basis to purchasers who we would expect to be willing to accept a lower interest rate to invest in investment grade
loan pools, and we would retain all or a portion of the equity in any such securitized pool of loans. An inability to
securitize part of our loan portfolio could limit our ability to grow our business, fully execute our business strategy
and increase our earnings. Moreover, the
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successful securitization of part of our loan portfolio might expose us to losses with respect to the remaining loans in
which we do not sell interests because they will tend to be those that are riskier and more apt to generate losses.

We are subject to the risk of an event of default and acceleration under our
unsecured debt agreements, which would have a material adverse effect on
us.

On November 8, 2012, we entered into a debt agreement for the Unsecured Term Loan and on July 23, 2013, we
completed the public offering of the Senior Notes. There are several circumstances under which an event of default
may occur under the debt agreements for the Unsecured Term Loan and Senior Notes, such as failure to make
scheduled principal or interest payments and certain events of bankruptcy, insolvency or reorganization.

Upon the occurrence of an event of default, our lenders may exercise customary remedies, including declaring all
amounts due and payable. Any of these developments would have a material adverse effect on our business, financial
condition and results of operations.

Any failure on our part to maintain our status as a business development
company would reduce our operating flexibility.

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

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

We will need additional capital to fund growth in our investment portfolio. We may issue debt or equity securities or
borrow from financial institutions in order to obtain this additional capital. A reduction in the availability of new
capital could limit our ability to grow. We will be required to distribute 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, to our stockholders to
maintain our RIC status. As a result, these earnings will not be available to fund new investments. If we fail to obtain
additional capital to fund new investments, this could limit our ability to grow, which may have an adverse effect on
the value of our securities.

We are subject to risks associated with the Credit Facility.

On September 27, 2012, WhiteHorse Warehouse, our wholly owned subsidiary, entered into the Credit Facility. As a
result of the Credit Facility, we are subject to a variety of risks, including those set forth below.

Our interests in WhiteHorse Warehouse are subordinated.

We own 100% of the equity interests in WhiteHorse Warehouse and have agreed under the Risk Retention Letter to
continue to own all of such equity interests for the life of the Credit Facility. We consolidate the financial statements

We are subject to the risk of an event of default and acceleration under our unsecured debt agreements, Which wot
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of WhiteHorse Warehouse in our consolidated financial statements and treat the indebtedness of WhiteHorse
Warehouse as our leverage for purposes of compliance with the 1940 Act. Our equity interests in WhiteHorse
Warehouse are subordinated in priority of payment to its obligations to its debt holders and its service providers. All
of these persons have claims superior to our claims as equity interest holder in any liquidation of WhiteHorse
Warehouse.

We may not receive cash from WhiteHorse Warehouse.

We expect to receive cash from WhiteHorse Warehouse as distributions on our equity interests in WhiteHorse
Warehouse. In addition, WhiteHorse Warehouse may make payments to us in our capacity as its collateral manager.
We will receive distributions on our equity interests in WhiteHorse Warehouse only to the extent cash is available and
permitted to be distributed under the Credit Facility. WhiteHorse Warehouse may not receive sufficient cash to make
equity distributions, in which case we would not be entitled to receive equity distributions from WhiteHorse
Warehouse and, as a result, we would be unable to make distributions to
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our stockholders in amounts sufficient to maintain our status as a RIC, or at all. Limitations under the Credit Facility
will impair our ability to sell investments owned by WhiteHorse Warehouse, and we may not be able to sell such
investments. These limitations include prior satisfaction of certain coverage tests and collateral quality tests, the
minimum price at which we may sell such investments and the amount of investments we may sell within a certain
timeframe.

Under the Credit Facility, there are two coverage tests that WhiteHorse Warehouse must meet on specified

compliance dates in order to permit WhiteHorse Warehouse to make new borrowings under the Credit Facility and to
make equity distributions to us in the ordinary course an interest coverage test and an overcollateralization test. To
meet the interest coverage test, WhiteHorse Warehouse must receive interest payments on the loans it holds in an

aggregate amount equal to greater than 200% of the interest payable to the Lender plus certain capped fees, expenses
and indemnities. The overcollateralization test compares, at any given time, the borrowing base under the Credit
Facility to (1) the aggregate outstanding principal amount of all Lender advances, (2) the excess of certain unfunded
commitments on loans over the amount reserved with respect to such loans and (3) the amount due for any unsettled
purchases of loans at such time. To meet the overcollateralization test, this ratio must exceed a minimum specified
amount set forth in the Credit Facility and related documentation. If either of these coverage tests is not met on a
compliance date, then WhiteHorse Warehouse must apply cash available under the priority of payments in the Credit
Facility to pay down principal under the Credit Facility and the Collateral Manager may then make deposits into an
unfunded commitment reserve account until such coverage tests are satisfied. If we fail to receive cash from
WhiteHorse Warehouse, we may be unable to make distributions to our stockholders in amounts sufficient to maintain
our status as a RIC, or at all. Limitations under the Credit Facility will impair our ability to sell investments owned by
WhiteHorse Warehouse, and we may not be able to sell such investments.

WhiteHorse Warehouse may experience an event of default and acceleration
under the Credit Facility, which would have a material adverse effect on us.

There are several circumstances under which an event of default may occur under the Credit Facility, some of which
relate to the performance of the assets of WhiteHorse Warehouse or the performance by WhiteHorse Warehouse of its
obligations under the Credit Facility. The Credit Facility also includes certain customary events of default, such as (1)

a breach of representations, warranties or covenants by us as collateral manager or by WhiteHorse Warehouse under
the Credit Facility or failure on our part, or on the part of WhiteHorse Warehouse, to perform such obligations, (2) if

we become insolvent, (3) if neither we, an affiliate approved by the required lenders under the Credit Facility or any

successor collateral manager appointed in accordance with the Collateral Management Agreement is collateral
manager, (4) if certain change of control events occur with respect to us or WhiteHorse Warehouse, as further
described in this prospectus, or (5) if we, one of our executive officers or certain of our affiliates commits a specified
bad act. The occurrence of an event of default could, among other consequences, (a) prevent us from making
distributions to our stockholders sufficient to maintain our status as a RIC, or at all, (b) terminate the reinvestment
period under the Credit Facility, if it is then in effect, and (c) permit the facility agent to assume the management of
WhiteHorse Warehouse s portfolio and to direct the liquidation of its assets. Any of these developments could or
would have a material adverse effect on our business, financial condition and results of operations. Upon the
occurrence of an event of default, the Lender may exercise customary remedies, including declaring all amounts due
and payable under the Credit Facility, blocking distributions in respect of the equity of WhiteHorse Warehouse or
selling assets, including selling assets at a lower price than what might otherwise be achieved in an orderly
liquidation.

We may not receive cash from WhiteHorse Warehouse. 46
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The ability of WhiteHorse Warehouse to purchase and sell investments is
limited.

The Credit Facility restricts the collateral manager s ability to purchase and sell investments for WhiteHorse
Warehouse. As a result, the collateral manager may be unable to purchase or sell investments or take other actions that
might be in our best interests, which could impair our performance and result in losses. During the reinvestment
period, WhiteHorse Warehouse will have the ability to borrow funds for the acquisition of investments that meet the
eligibility criteria set forth in the Credit Facility. Such funds may be repaid and re-borrowed during the reinvestment
period, subject to compliance with the terms of the Credit Facility.
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We may lose the ability to manage WhiteHorse Warehouse even if we continue
to own its equity.

If an event of default occurs under the Credit Facility or if we resign or are terminated for cause as collateral manager
under the Collateral Management Agreement, we may no longer manage the WhiteHorse Warehouse portfolio
investments even though we are required to continue to own the equity interests in WhiteHorse Warehouse. If an
agent for the Lender or the successor collateral manager does not manage WhiteHorse Warehouse s portfolio in the
same manner that we would have, our performance may not meet expectations and result in losses.

If the Lender under the Credit Facility is still a commercial paper conduit, it
may not be obligated to advance amounts to us under the Credit Facility.

For so long as the Lender under the Credit Facility is a commercial paper conduit, the Lender is not obligated to
advance amounts under the Credit Facility to us unless the following circumstances occur: (1) if the Lender has funds
that may be used to fund advances under the Credit Facility and those funds are not required to repay commercial
paper notes or other short term funding backing the commercial paper notes issued by a limited purpose entity
providing funding or financing to the Lender when due and (2) after giving effect to any advance made under the
Credit Facility, the Lender (or limited purpose entity that finances the Lender) could issue commercial paper to
refinance all of the Lender s outstanding commercial paper (assuming it has all matured at such time) or all of the
commercial paper of the Lender (or the limited purpose entity that finances such Lender) is paid in full.

Since we are using debt to finance our investments, and we may use
additional debt financing going forward, changes in interest rates may affect
our cost of capital and net investment income.

Since we are using debt to finance investments, our net investment income will depend, in part, upon the difference
between the rate at which we borrow funds and the rate at which we invest those funds. As a result, we cannot assure
you that a significant change in market interest rates will not have a material adverse effect on our net investment
income. In periods of rising interest rates when we have debt outstanding, our cost of funds will increase, which could
reduce our net investment income. Conversely, in periods of falling interest rates, the probability that our loans and
other investments in portfolio companies will be pre-paid increases. In such event, we can offer no assurance that we
will be able to make new loans on the same terms, or at all. If we cannot make new loans on terms that are the same or
better than the investments that are repaid, then our results of operations and financial condition will be adversely
affected. We expect that our investments will be financed primarily with equity and medium to long-term debt. We
may use interest rate risk management techniques in an effort to limit our exposure to interest rate fluctuations. These
techniques may include various interest rate hedging activities to the extent permitted by the 1940 Act. These
activities may limit our ability to benefit from lower interest rates with respect to the hedged portfolio. Adverse
developments resulting from changes in interest rates or hedging transactions could have a material adverse effect on
our business, financial condition and results of operations. Additionally, our ability to engage in hedging transactions
may also be adversely affected by recent rules adopted by the U.S. Commodity Futures Trading Commission, or the

CFTC, unless we register with the CFTC as a commodity pool operator.

You should also be aware that a rise in the general level of interest rates can be expected to lead to higher interest rates
applicable to our debt investments. Accordingly, an increase in interest rates would make it easier for us to meet or
exceed the incentive fee Hurdle Rate and may result in a substantial increase in the amount of incentive fees payable
to our Investment Adviser with respect to Pre-Incentive Fee Net Investment Income.

We may lose the ability to manage WhiteHorse Warehouse even if we continue to own its equity. 48
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There are significant potential conflicts of interest that could affect our
investment returns.

As aresult of our arrangements with H.I.G. Capital and our investment committee, there may be times when H.I.G.
Capital or such persons have interests that differ from those of our stockholders, giving rise to a conflict of interest.

There may be conflicts related to obligations our investment committee, our
Investment Adviser or its affiliates have to other clients.

The members of our investment committee serve or may serve as officers, directors or principals of entities that
operate in the same or a related line of business as we do, or of investment funds managed by our
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Investment Adviser or its affiliates. Similarly, our Investment Adviser or its affiliates may have other clients with
similar, different or competing investment objectives. In serving in these multiple capacities, they may have
obligations to other clients or investors in those entities, the fulfillment of which may not be in the best interests of us
or our stockholders. For example, the members of our investment committee have, and will continue to have,
management responsibilities for other investment funds, accounts or other investment vehicles managed or sponsored
by our Investment Adviser and its affiliates. Our investment objective overlaps or may overlap with the investment
objectives of such affiliated investment funds, accounts or other investment vehicles. As a result, those individuals
may face conflicts in the allocation of investment opportunities among us and other investment funds or accounts
advised by or affiliated with our Investment Adviser. Our Investment Adviser will seek to allocate investment
opportunities among eligible accounts in a manner that is fair and equitable over time and consistent with its
allocation policy. However, we cannot assure you that such opportunities will be allocated to us fairly or equitably in
the short-term or over time. Where we are able to co-invest consistent with the requirements of the 1940 Act, if
sufficient securities or loan amounts are available to satisfy our and each such account s proposed demand, we expect
that the opportunity will be allocated in accordance with our Investment Adviser s pre-transaction determination. If

there is an insufficient amount of an investment opportunity to satisfy our demand and that of other accounts
sponsored or managed by our Investment Adviser or its affiliates, the allocation policy further provides that
allocations among us and such other accounts will generally be made pro rata based on the amount that each such
party would have invested if sufficient loan amounts were available. However, there can be no assurance that we will
be able to participate in all suitable investment opportunities. Where we are unable to co-invest consistent with the
requirements of the 1940 Act, our Investment Adviser s allocation policy provides for investments to be allocated on a
rotational basis to assure that all clients have fair and equitable access to such investment opportunities.

Our investment committee, our Investment Adviser or its affiliates may, from
time to time, possess material non-public information, limiting our investment
discretion.

Principals of our Investment Adviser and its affiliates and members of our investment committee may serve as
directors of, or in a similar capacity with, companies in which we invest, the securities of which are purchased or sold
on our behalf. If we obtain material nonpublic information with respect to such companies, or we become subject to
trading restrictions under the internal trading policies of those companies or as a result of applicable law or
regulations, we could be prohibited for a period of time from purchasing or selling the securities of such companies,
and this prohibition may have an adverse effect on us.

Our incentive fee structure may create incentives for our Investment Adviser
that are not fully aligned with the interests of our stockholders and may
induce our Investment Adviser to make speculative investments.

In the course of our investing activities, we pay management and incentive fees to our Investment Adviser. The
incentive fee payable by us to our Investment Adviser may create an incentive for our Investment Adviser to make
investments on our behalf that are risky or more speculative than would be the case in the absence of such

compensation arrangement. The management fee is based on our consolidated gross assets. As a result, investors in

our common stock will invest on a gross basis and receive distributions on a net basis after expenses, resulting in a
lower rate of return than one might achieve through direct investments. Because the management fee is based on our

consolidated gross assets, our Investment Adviser will benefit when we incur debt or use leverage. The use of leverage
will increase the likelihood of default, which would disfavor the holders of our common stock.

There may be conflicts related to obligations our investment committee, ourlnvestment Adviser or its affili&i@s have
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Additionally, under the incentive fee structure, our Investment Adviser may benefit when capital gains are recognized
and, because our Investment Adviser determines when a holding is sold, our Investment Adviser controls the timing of
the recognition of such capital gains. Our board of directors is charged with protecting our interests by monitoring
how our Investment Adviser addresses these and other conflicts of interest associated with its management services
and compensation. While they are not expected to review or approve each investment or realization, our independent

directors will periodically review our Investment Adviser s services and fees as well as its portfolio management
decisions and portfolio performance. In connection with these reviews, our independent directors will consider
whether such fees and our expenses (including those related to leverage) remain appropriate. As a result of this
arrangement, our Investment Adviser or its affiliates may from time to time have interests that differ from those of our
stockholders, giving rise to a conflict.
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Unlike that portion of the incentive fee based on income, there is no Hurdle Rate applicable to the incentive fee based
on net capital gains. As a result, our Investment Adviser may seek to invest more capital in investments that are likely
to result in capital gains as compared to income producing securities. This practice could result in our investing in
more speculative securities than would otherwise be the case, which could result in higher investment losses,
particularly during economic downturns.

In addition, under the terms of the Incentive Fee Cap and Deferral Mechanism, the amount of incentive fees earned by
our Investment Adviser will depend, in part, upon the timing of capital gains or losses in our investment portfolio, as
well as the timing of our recognition of income. Depending on the circumstances, there may be a lag of as long as 12
fiscal quarters between the occurrence of an event giving rise to an obligation to pay incentive fees to the Investment

Adpviser and the payment of such incentive fees. Therefore, investors who acquire our shares of common stock may
pay indirectly to our Investment Adviser incentive fees in respect of income or capital gains that were received by or
paid to us prior to such investor becoming a stockholder. As a result, such investors may not participate in the income

or capital gains giving rise to such indirect expense.

The valuation process for certain of our portfolio holdings creates a conflict of
interest.

We expect to make many portfolio investments in the form of securities that are not publicly traded. As a result, our
board of directors determines the fair value of these securities in good faith. In connection with that determination,
investment professionals from our Investment Adviser provide our board of directors with portfolio company
valuations based upon the most recent portfolio company financial statements available and projected financial results
of each portfolio company. In addition, certain members of our board of directors, including Messrs. John Bolduc and
Jay Carvell, have an indirect pecuniary interest in our Investment Adviser. The participation of our Investment

Adviser s investment professionals in our valuation process, and the indirect pecuniary interest in our Investment
Adpviser by certain members of our board of directors, could result in a conflict of interest as the management fee paid
to our Investment Adviser is based, in part, on our consolidated gross assets.

We have conflicts related to other arrangements with our Investment Adviser
or its affiliates.

We have entered into a license agreement with an affiliate of H.I.G. Capital under which H.I.G. Capital has granted us
a non-exclusive, royalty-free license to use the name WhiteHorse . In addition, we pay to WhiteHorse Administration
our allocable portion of overhead and other expenses incurred by WhiteHorse Administration in performing its
obligations under the Administration Agreement, such as rent and our allocable portion of the cost of our chief
financial officer and chief compliance officer and their respective staffs. This creates conflicts of interest that our
board of directors must monitor.

The Investment Advisory Agreement with WhiteHorse Advisers and the
Administration Agreement with WhiteHorse Administration were not
negotiated on an arm s length basis and may not be as favorable to us as if
they had been negotiated with an unaffiliated third party.

The Investment Advisory Agreement and the Administration Agreement were negotiated between related parties.
Consequently, their terms, including fees payable to our Investment Adviser, may not be as favorable to us as if they
had been negotiated with an unaffiliated third party. In addition, we may choose not to enforce, or to enforce less

The valuation process for certain of our portfolio holdings creates a conflict of interest. 52
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vigorously, our rights and remedies under these agreements because of our desire to maintain our ongoing relationship
with our Investment Adviser, our Administrator and their respective affiliates. Any such decision, however, would
breach our fiduciary obligations to our stockholders. Our ability to enter into transactions with our affiliates is
restricted, which may limit the scope of investments available to us.

We are prohibited under the 1940 Act from participating in certain transactions with our affiliates without the prior
approval of our independent directors and, in some cases, of the SEC. On July 8, 2014, the SEC granted the
Exemptive Relief Order, which permits us to participate in negotiated investments with our affiliates that would
otherwise be prohibited by the 1940 Act, subject to certain conditions. Any person that owns, directly or indirectly,
five percent or more of our outstanding voting securities will be our affiliate for purposes of the 1940 Act, and we are
generally prohibited from buying or selling any security from or to, or entering into certain joint transactions (which
could include investments in the same portfolio company)
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with such affiliates, absent the prior approval of our independent directors. Our Investment Adviser and its affiliates,
including persons that control, or are under common control with, us or our Investment Adviser, are also considered to
be our affiliates under the 1940 Act.

We may invest alongside other clients of our Investment Adviser and its affiliates in certain circumstances where
doing so is consistent with applicable law, the Exemptive Relief Order, SEC staff interpretations and/or exemptive
relief issued by the SEC. For example, we may invest alongside such accounts consistent with guidance promulgated
by the staff of the SEC permitting us and such other accounts to purchase interests in a single class of privately placed
securities so long as certain conditions are met, including that our Investment Adviser, acting on our behalf and on

behalf of other clients, negotiates no term other than price. We may also invest alongside our Investment Adviser s
other clients as otherwise permissible under regulatory guidance, applicable regulations and the allocation policy of
H.L.G. Capital and our Investment Adviser. Under this allocation policy, a fixed calculation, based on the type of
investment, will be applied to determine the amount of each opportunity to be allocated to us. This allocation policy
will be periodically approved by our Investment Adviser and reviewed by our independent directors. We expect that
these determinations will be made similarly for other accounts sponsored or managed by our Investment Adviser and
its affiliates. If sufficient securities or loan amounts are available to satisfy our and each such account s proposed
demand, we expect that the opportunity will be allocated in accordance with our Investment Adviser s pre-transaction
determination. Where there is an insufficient amount of an investment opportunity to satisfy us and other accounts
sponsored or managed by our Investment Adviser or its affiliates, the allocation policy further provides that
allocations among us and such other accounts will generally be made pro rata based on the amount that each such
party would have invested if sufficient securities or loan amounts were available. However, we can offer no assurance
that investment opportunities will be allocated to us fairly or equitably in the short-term or over time.

The Exemptive Relief Order permits 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 accounts sponsored or managed by
our Investment Adviser or its affiliates in a manner consistent with our investment objective, positions, policies,
strategies and restrictions, as well as regulatory requirements and other relevant factors. See Certain Relationships.
We cannot assure you, however, that we will obtain such approvals or exemptive relief or develop opportunities that
comply with such limitations.

In situations where co-investment with other accounts managed by our Investment Adviser or its affiliates is not
permitted or appropriate, H.I.G. Capital and our Investment Adviser will need to decide which client will proceed with

the investment. Our Investment Adviser s allocation policy provides, in such circumstances, for investments to be

allocated on a rotational basis to assure that all clients of our Investment Adviser and its affiliates have fair and
equitable access to such investment opportunities. Moreover, except in certain circumstances, we will be unable to

invest in any issuer in which a fund managed by our Investment Adviser or its affiliates has previously invested.

Similar restrictions limit our ability to transact business with our officers or directors or their affiliates. These
restrictions may limit the scope of investment opportunities that would otherwise be available to us.

We will be exposed to risks associated with changes in interest rates.

Interest rate fluctuations may have a substantial negative impact on our investments, the value of our common stock
and our rate of return on invested capital. A reduction in the interest rates on new investments relative to interest rates
on current investments could also have an adverse impact on our net investment income. An increase in interest rates

could decrease the value of any investments we hold which earn fixed interest rates and also could increase our
interest expense, thereby decreasing our net income. Also, an increase in interest rates available to investors could
make investment in our common stock less attractive if we are not able to increase our dividend rate, which could

We will be exposed to risks associated with changes in interest rates. 54
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reduce the market value of our common stock.

Our portfolio investments will be recorded at fair value as determined in good
faith by our board of directors. As a result, there will be uncertainty as to the
value of our portfolio investments.

Many of our portfolio investments will take the form of securities that are not publicly traded. The fair value of
securities and other investments that are not publicly traded may not be readily determinable, and we value these
securities at fair value as determined in good faith by our board of directors, including to reflect
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significant events affecting the value of our securities. As discussed in more detail under Management s Discussion
and Analysis of Financial Condition and Results of Operations  Critical Accounting Policies, all of our investments
(other than cash and cash equivalents) are classified as Level 3 under Financial Accounting Standards board, or
FASB, Accounting Standards Codification, or ASC, Topic 820, Fair Value Measurements and Disclosures, or ASC
Topic 820. This means that our portfolio valuations are based on unobservable inputs and our own assumptions about
how market participants would price the asset or liability in question. Inputs into the determination of fair value of our
portfolio investments require significant management judgment or estimation. Even if observable market data are
available, such information may be the result of consensus pricing information or broker quotes, which include a
disclaimer that the broker would not be held to such a price in an actual transaction. Consensus pricing is a
methodology for the determination of fair value based on quotations from market makers. These quotations include a
disclaimer that the market maker would not be held to such a price in an actual transaction. The non-binding nature of
consensus pricing and/or quotes accompanied by disclaimers materially reduces the reliability of such information.
We have retained the services of several independent service providers to periodically review the valuation of these
securities. The types of factors that the board of directors may take into account in determining the fair value of our
investments generally include, as appropriate, comparison to publicly traded securities, including such factors as yield,
maturity and measures of credit quality, the enterprise value of a portfolio company, the nature and realizable value of
any collateral, the portfolio company s ability to make payments and its earnings and discounted cash flow, the
markets in which the portfolio company does business and other relevant factors. Because such valuations, and
particularly valuations of private securities and private companies, are inherently uncertain, may fluctuate over short
periods of time and may be based on estimates, our determinations of fair value may differ materially from the values
that would have been used if a ready market for these securities existed. In addition, the determination of fair value
and thus the amount of unrealized losses we may incur in any year, is, to a degree, subjective, in that it is based on
unobservable inputs and certain assumptions. Our net asset value could be adversely affected if our determinations
regarding the fair value of our investments were materially higher than the values that we ultimately realize upon the
disposal of such securities.

We adjust quarterly the valuation of our portfolio to reflect our board of directors determination of the fair value of
each investment in our portfolio. Any changes in fair value are recorded in our consolidated statement of operations as
net change in unrealized appreciation or depreciation.

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

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

Price declines and illiquidity in the corporate debt markets may adversely
affect the fair value of our portfolio investments, reducing our net asset value
through increased net unrealized depreciation.

As a business development company, we are required to carry our investments at market value or, if no market value
is ascertainable, at fair value as determined in good faith by our board of directors under our valuation policy and
process. As part of the valuation process, we may take into account the following types of factors, if relevant, in

The lack of liquidity in our investments may adversely affect our business. 56
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determining the fair value of our investments:

a comparison of the portfolio company s securities to publicly traded securities;
the enterprise value of the portfolio company;
the nature and realizable value of any collateral;
the portfolio company s ability to make payments and its earnings;
the markets in which the portfolio company does business; and
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changes in the interest rate environment and the credit markets generally that may affect the price at which similar
investments may be made in the future and other relevant factors.

When an external event such as a purchase transaction, public offering or subsequent equity sale occurs, we use the
pricing indicated by the external event to corroborate our valuation. We record decreases in the market values or fair
values of our investments as unrealized depreciation. Declines in prices and liquidity in the corporate debt markets
may result in significant net unrealized depreciation in our portfolio. The effect of all of these factors on our portfolio
may reduce our net asset value by increasing net unrealized depreciation in our portfolio, and therefore creating a
challenging environment in which to raise debt and equity capital. As a business development company, we are
generally not able to issue additional shares of common stock at a price less than net asset value without first
obtaining approval for such issuance from our stockholders and our independent directors. Depending on market
conditions, we could incur substantial realized losses and may suffer additional unrealized losses in future periods,
which could have a material adverse effect on our business, financial condition, results of operations and cash flows.

We may experience fluctuations in our quarterly results.

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

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

We and our portfolio companies are subject to regulation at the local, state and federal level. We are also subject to
federal, state and local laws and regulations and are subject to judicial and administrative decisions that affect our
operations, including maximum interest rates, fees and other charges, disclosures to portfolio companies, the terms of
secured transactions, collection and foreclosure proceedings and other trade practices. If these laws, regulations or
decisions change, or if we expand our business into additional jurisdictions, we may have to incur significant expenses
in order to comply or we might have to restrict our operations. New legislation may be enacted or new interpretations,
rulings or regulations could be adopted, including those governing the types of investments we or our portfolio
companies are permitted to make, any of which could harm us and our stockholders, potentially with retroactive
effect. In particular, on July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act, or the
Dodd-Frank Act, became law. The scope of the Dodd-Frank Act impacts many aspects of the financial services
industry, and it requires the development and adoption of many implementing regulations over the next several years.
The effects of the Dodd-Frank Act on the financial services industry will depend, in large part, upon the extent to
which regulators exercise the authority granted to them and the approaches taken in implementing regulations. While
the impact of the Dodd-Frank Act on us and our portfolio companies may not be known for an extended period of
time, the Dodd-Frank Act, including future rules implementing its provisions and the interpretation of those rules,
along with other legislative and regulatory proposals directed at the financial services industry or affecting taxation
that are proposed or pending in the U.S. Congress, may negatively impact the operations, cash flows or financial
condition of us or our portfolio companies, impose additional costs on us or our portfolio companies, intensify the
regulatory supervision of us or our portfolio companies or otherwise adversely affect our business or the business of
our portfolio companies. In addition, if we do not comply with applicable laws and regulations, we could lose any
licenses that we then hold for the conduct of our business and may be subject to civil fines and criminal penalties.

We may experience fluctuations in our quarterly results. 58
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Additionally, changes to the laws and regulations governing our operations related to permitted investments may
cause us to alter our investment strategy in order to avail ourselves of new or different opportunities. Such changes
could result in material differences to the strategies and plans set forth in this prospectus and may shift our investment
focus from the areas of expertise of our Investment Adviser to other types of investments in which our Investment
Adviser may have little or no expertise or experience. Any such changes, if they occur, could have a material adverse
effect on our results of operations and the value of your investment.
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We may expose ourselves to risks if we engage in hedging transactions.

We may engage in currency or interest rate hedging transactions to the extent such transactions are permitted under
the 1940 Act and applicable commodities law. If we engage in hedging transactions, we may expose ourselves to risks
associated with such transactions, including the risk of counterparty default. In this regard, we may utilize instruments

such as futures, forward contracts, currency options and interest rate swaps, caps, collars and floors to seek to hedge

against fluctuations in the relative values of our portfolio positions from changes in currency exchange rates and
market interest rates. Hedging against a decline in the values of our portfolio positions does not eliminate the
possibility of fluctuations in the values of such positions or prevent losses if the values of such positions decline.
However, such hedging can establish other positions designed to gain from those same developments, thereby
offsetting the decline in the value of such portfolio positions. Such hedging transactions may also limit the opportunity
for us to realize a gain on a net basis if the values of the underlying portfolio positions should increase. Moreover, it
may not be possible to hedge against an exchange rate or interest rate fluctuation that is so generally anticipated that
we are not able to enter into a hedging transaction at an acceptable price.

While we may enter into transactions to seek to reduce currency exchange rate and interest rate risks, unanticipated

changes in currency exchange rates or interest rates or counterparty default may result in poorer overall investment

performance than if we had not engaged in any hedging transactions. In addition, the degree of correlation between

price movements of the instruments used in a hedging strategy and price movements in the portfolio positions being
hedged may vary. Moreover, for a variety of reasons, we may not seek or be able to establish a perfect correlation
between such hedging instruments and the portfolio holdings being hedged. Any such imperfect correlation may

prevent us from achieving the intended hedge position and expose us to risk of loss. In addition, it may not be possible
to hedge fully or perfectly against currency fluctuations affecting the value of securities denominated in non-U.S.
currencies because the value of those securities may also fluctuate as a result of factors not related to currency
fluctuations.

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

Our board of directors has the authority to modify or waive certain of our operating policies and strategies without
prior notice and without stockholder approval (except as required by the 1940 Act). However, absent stockholder
approval, we may not change the nature of our business so as to cease to be, or withdraw our election as, a business
development company. We cannot predict the effect any changes to our current operating policies and strategies
would have on our business, operating results and value of our stock. Nevertheless, the effects of any such changes
may adversely affect our business and impact our ability to make distributions.

Provisions of the General Corporation Law of the State of Delaware, our
certificate of incorporation and bylaws and the Credit Facility could deter
takeover attempts and have an adverse effect on the price of our common

stock and the rights of our common stockholders.

The General Corporation Law of the State of Delaware, or the DGCL, contains provisions that may discourage, delay
or make more difficult a change in control of us or the removal of our directors. Our certificate of incorporation and
bylaws contain provisions that limit liability and provide for indemnification of our directors and officers. These
provisions and others also may have the effect of deterring hostile takeovers or delaying changes in control or
management. We are subject to Section 203 of the DGCL, the application of which is subject to any applicable

We may expose ourselves to risks if we engage in hedging transactions. 60
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requirements of the 1940 Act. This section generally prohibits us from engaging in mergers and other business
combinations with stockholders that beneficially own 15% or more of our voting stock, or with their affiliates, unless
our directors or stockholders approve the business combination in the prescribed manner. Our board of directors may
adopt a resolution exempting from Section 203 of the DGCL any business combination between us and any other
person, subject to prior approval of such business combination by our board of directors, including approval by a
majority of our directors who are not interested persons. If the resolution exempting business combinations is repealed
or our board does not approve a business combination, Section 203 of the DGCL may discourage third parties from
trying to acquire control of us and increase the difficulty of consummating such an offer.
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We have also adopted measures that may make it difficult for a third party to obtain control of us, including provisions
of our certificate of incorporation classifying our board of directors in three classes serving staggered three-year terms,
and provisions of our certificate of incorporation authorizing our board of directors to classify or reclassify shares of
our preferred stock in one or more classes or series, to cause the issuance of additional shares of our stock and to
amend our certificate of incorporation, without stockholder approval, to increase or decrease the number of shares of
stock that we have authority to issue. These provisions, as well as other provisions of our certificate of incorporation
and bylaws, may delay, defer or prevent a transaction or a change in control that might otherwise be in the best
interests of our stockholders. In addition, if we issue preferred stock, such securities would rank senior to common

stock in our capital structure, resulting in preferred stockholders having separate voting rights, dividend and
liquidation rights, and possibly other rights, preferences or privileges more favorable than those granted to holders of
our common stock.

If we or one of our affiliates approved by the Lender is no longer the collateral manager under the Credit Facility or if
certain change of control events occur, then an event of default will occur under the Credit Facility which could have a
material adverse effect on our business, financial condition and results of operations. A change of control under the
Credit Facility occurs if (1) WhiteHorse Warehouse ceases to be our wholly owned subsidiary, (2) Messrs. Anthony
Tamer and Sami Mnaymneh, together, cease to own beneficially the power to vote a majority of the equity interests
having direct or indirect ordinary voting power in our Investment Adviser and certain of its affiliates or (3) H.I.G.
Capital Management, Inc., either directly or through its wholly owned subsidiaries or certain affiliates, ceases to
provide all or substantially all of the personnel, investment committee and other services necessary for us to perform
our duties as collateral manager under the Credit Facility documents. The occurrence of an event of default could
result in us being unable to make distributions to our stockholders sufficient to maintain our status as a RIC, or at all,
terminates the reinvestment period if then in effect, permits the facility agent on behalf of the Lender to take over
management of WhiteHorse Warehouse s portfolio and to direct the liquidation of its assets, all of which could have a

material adverse effect on our business, financial condition and results of operations.

Our Investment Adviser can resign on 60 days notice, and we may not be able
to find a suitable replacement within that time, resulting in a disruption in our
operations that could adversely affect our financial condition, business and
results of operations.

Our Investment Adviser has the right, under the Investment Advisory Agreement, to resign at any time upon not less
than 60 days written notice, whether we have found a replacement or not. If our Investment Adviser resigns, we may
not be able to find a new Investment Adviser or hire internal management with similar expertise and ability to provide
the same or equivalent services on acceptable terms within 60 days, or at all. If we are unable to do so quickly, our
operations are likely to experience a disruption, our financial condition, business and results of operations as well as
our ability to pay distributions are likely to be adversely affected and the market price of our shares may decline. In
addition, the coordination of our internal management and investment activities is likely to suffer if we are unable to
identify and reach an agreement with a single institution or group of executives having the expertise possessed by our
Investment Adviser and its affiliates. Even if we are able to retain comparable management, whether internal or
external, the integration of such management and their lack of familiarity with our investment objective may result in
additional costs and time delays that may adversely affect our business, financial condition, results of operations and
cash flows.

Our Investment Adviser can resign on 60 days notice, and we may not be able to find a suitable replace®@nt withi
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Our Administrator can resign on 60 days notice, and we may not be able to

find a suitable replacement within that time, resulting in a disruption in our

operations that could adversely affect our financial condition, business and
results of operations.

Our Administrator has the right, under the Administration Agreement, to resign at any time upon not less than 60 days
notice, whether we have found a replacement or not. If our Administrator resigns, we may not be able to find a new
administrator or hire internal management with similar expertise and ability to provide the same or equivalent services
on acceptable terms within 60 days, or at all. If we are unable to do so quickly, our operations are likely to experience
a disruption, our financial condition, business and results of operations as well as our ability to pay distributions are
likely to be adversely affected and the market price of our shares may decline. In addition, the coordination of our
internal management and administrative activities
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is likely to suffer if we are unable to identify and reach an agreement with a service provider or individuals with the
expertise possessed by our Administrator. Even if we are able to retain a comparable service provider or individuals to
perform such services, whether internal or external, their integration into our business and lack of familiarity with our
operations may result in additional costs and time delays that may adversely affect our business, financial condition,
results of operations and cash flows.

We incur significant costs as a result of being a publicly traded company.

As a publicly traded company, we incur legal, accounting and other expenses, including costs associated with the
periodic reporting requirements applicable to a company whose securities are registered under the Exchange Act, as
well as additional corporate governance requirements, including requirements under the Sarbanes-Oxley Act of 2002,
or the Sarbanes-Oxley Act, and other rules implemented by the SEC.

We are an emerging growth company, and we do not know if such status will
make our common stock less attractive to investors.

We currently are an emerging growth company, as defined in the Jumpstart Our Business Startups Act, or the JOBS
Act, signed into law on April 5, 2012 until the earliest of:

the last day of our fiscal year ending December 31, 2018;

the last day of the fiscal year in which our total annual gross revenues first exceed $1 billion;
the date on which we have, during the prior three-year period, issued more than $1.0 billion in non-convertible debt;
or
the last day of a fiscal year in which we (1) have an aggregate worldwide market value of our common stock held by
non-affiliates of $700 million or more, computed at the end of each fiscal year as of the last business day of our most
recently completed second fiscal quarter, and (2) have been an Exchange Act reporting company for at least one year
(and filed at least one annual report under the Exchange Act).

We are taking advantage of some of the reduced regulatory and disclosure requirements permitted by the JOBS Act
and, as a result, some investors may consider our common stock less attractive, which could reduce the market value
of our common stock. For example, while we are an emerging growth company, we are taking advantage of the
exemption from the provisions of Section 404(b) of the Sarbanes-Oxley Act requiring that our independent registered
public accounting firm provide an attestation report on the effectiveness of our internal control over financial
reporting and the extended transition period available to emerging growth companies to comply with new or revised
accounting standards until those standards are applicable to private companies. As a result, our financial statements
may not be comparable to the financial statements of issuers who are required to comply with the effective dates for
new or revised accounting standards that are applicable to public companies. This may increase the risk that material
weaknesses or other deficiencies in our internal control over financial reporting go undetected. See Regulation JOBS

Act.

Efforts to comply with Section 404 of the Sarbanes-Oxley Act will involve
significant expenditures, and non-compliance with Section 404 of the
Sarbanes-Oxley Act may adversely affect us and the market price of our
common stock.

Under current SEC rules, beginning with our fiscal year ending December 31, 2013, we were required to report on our
internal control over financial reporting pursuant to Section 404(a) of the Sarbanes-Oxley Act, and related rules and

We incur significant costs as a result of being a publicly traded company. 64
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regulations of the SEC and, under the JOBS Act, beginning with the first fiscal year in which we no longer qualify as
an emerging growth company, our independent registered public accounting firm must audit this report. We are
required to review on an annual basis our internal control over financial reporting, and on a quarterly and annual basis
to evaluate and disclose changes in our internal control over financial reporting.

As a result, we expect to incur additional expenses in the near term that may negatively impact our financial
performance and our ability to make distributions. This process also will result in a diversion of management s time

and attention. We cannot be certain as to the timing of completion of our evaluation, testing and remediation
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actions or the impact of the same on our operations, and we may not be able to ensure that the process is effective or
that our internal control over financial reporting is or will be effective in a timely manner. In the event that we are
unable to maintain or achieve compliance with Section 404 of the Sarbanes-Oxley Act and related rules, we and the
market price of our common stock may be adversely affected.

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

Our business depends on the communications and information systems of H.I.G. Capital and its affiliates. Any failure
or interruption of such systems could cause delays or other problems in our activities. This, in turn, could have a
material adverse effect on our operating results and negatively affect the market price of our securities and our ability
to pay dividends and other distributions to our securityholders.

Risks Related to our Investments

Our investments may be risky, and you could lose all or part of your
investment.

We invest primarily in (1) first lien senior secured loans, (2) second lien senior secured loans, (3) one-stop or
unitranche senior secured loans, (4) mezzanine loans and (5) to a lesser extent, selected equity co-investments in
small-cap companies. We invest primarily in securities that are rated below investment grade by rating agencies or
that may be rated below investment grade if they were so rated. Below investment grade securities, which are often
referred to as junk bonds, are viewed as speculative investments because of concerns with respect to the issuer s
capacity to pay interest and repay principal.

Secured Loans. When we extend first lien senior secured, second lien senior secured and unitranche loans, we
generally take a security interest in the available assets of these portfolio companies, including the equity interests of
their subsidiaries. We expect this security interest to help mitigate the risk that we will not be repaid. However, there

is a risk that the collateral securing our loans may decrease in value over time, may be difficult to sell in a timely
manner, may be difficult to appraise and may fluctuate in value based upon the success of the business and market
conditions, including as a result of the inability of the portfolio company to raise additional capital. Also, in the case
of first lien senior secured loans, our lien may be subordinated to claims of other creditors and, in the case of second
lien senior secured loans, our lien will be subordinated to claims of certain other creditors. In addition, deterioration in
a portfolio company s financial condition and prospects, including its inability to raise additional capital, may be
accompanied by deterioration in the value of the collateral for the loan. Consequently, the fact that a loan is secured
does not guarantee that we will receive principal and interest payments according to the loan s terms, or at all, or that
we will be able to collect on the loan should we be forced to enforce our remedies.

Mezzanine Loans. Our mezzanine investments generally are subordinated to senior loans and will generally be
unsecured. This may result in an above average amount of risk and volatility or a loss of principal. These investments
may involve additional risks that could adversely affect our investment returns. To the extent interest payments
associated with such debt are deferred, such debt may be subject to greater fluctuations in valuations, and such debt
could subject us and our stockholders to non-cash income as described above under We may have difficulty paying
our required distributions if we recognize income before or without receiving cash representing such income. Since,

We are highly dependent on information systems and systems failures could significantly disrupt our busiéss, whic
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generally, we will not receive any substantial repayments of principal prior to the maturity of our mezzanine debt
investments, such investments are riskier than amortizing loans.

Equity Investments. We may make selected equity investments. In addition, when we invest in first lien, second lien,
unitranche or mezzanine loans, we may acquire warrants to purchase equity securities. Our goal is ultimately to
dispose of these equity interests and realize gains upon our disposition of such interests. However, the equity interests
we receive may not appreciate in value and, in fact, may decline in value. Accordingly, we may not be able to realize
gains from our equity interests, and any gains that we do realize on the disposition of any equity interests may not be
sufficient to offset any other losses we experience.
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We are subject to risks associated with small-cap companies.
Investing in small-cap companies involves a number of significant risks, including:

these companies may have limited financial resources and may be unable to meet their obligations under their debt
securities that we hold, which may be accompanied by a deterioration in the value of any collateral and a reduction in
the likelihood of us realizing any guarantees we may have obtained in connection with our investment;

they typically have shorter operating histories, narrower product lines and smaller market shares than larger
businesses, which tend to render them more vulnerable to competitors actions and changing market conditions, as well
as general economic downturns;

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

generally little public information exists about these companies, and we are required to rely on our Investment
Adpviser to obtain adequate information to evaluate the potential returns from investing in these companies;

they generally have less predictable operating results, may from time to time be parties to litigation, may be engaged
in rapidly changing businesses with products subject to a substantial risk of obsolescence, and may require substantial
additional capital to support their operations, finance expansion or maintain their competitive position. In addition,
our executive officers, directors and our Investment Adviser may, in the ordinary course of business, be named as
defendants in litigation arising from our investments in the portfolio companies; and

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

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

We are classified as a non-diversified investment company within the meaning of the 1940 Act, which means that we

are not limited by the 1940 Act with respect to the proportion of our assets that we may invest in securities of a single
issuer. To the extent that we assume large positions in the securities of a small number of issuers, our net asset value
may fluctuate to a greater extent than that of a diversified investment company as a result of changes in the financial

condition or the market s assessment of the issuer. We may also be more susceptible to any single economic or
regulatory occurrence than a diversified investment company. Beyond the asset diversification requirements
associated with our qualification as a RIC under the Code and the requirements under the documents governing the
Credit Facility or other agreements, we do not have fixed guidelines for diversification, and our investments are and
could be concentrated in relatively few portfolio companies.

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

Our portfolio may be concentrated in a limited number of portfolio companies and industries. As a result, the
aggregate returns we realize may be significantly and adversely affected if a small number of investments perform
poorly or if we need to write down the value of any one investment. Additionally, while we are not targeting any
specific industries, our investments may be concentrated in relatively few industries. As a result, a downturn in any
particular industry in which we are invested could also significantly impact the aggregate returns we realize.

We are subject to risks associated with small-cap companies. 68
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We may hold the debt securities and loans of leveraged companies that may,
due to the significant volatility of such companies, enter into bankruptcy
proceedings.

Leveraged companies may experience bankruptcy or similar financial distress. The bankruptcy process has a number
of significant inherent risks. Many events in a bankruptcy proceeding are the product of
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contested matters and adversary proceedings and are beyond the control of the creditors. A bankruptcy filing by a
portfolio company may adversely and permanently affect such portfolio company. If the proceeding is converted to a
liquidation, the value of the issuer may not equal the liquidation value that was believed to exist at the time of our
investment. The duration of a bankruptcy proceeding is also difficult to predict, and a creditor s return on investment
can be adversely affected by delays until a plan of reorganization or liquidation ultimately becomes effective. The
administrative costs in connection with a bankruptcy proceeding are frequently high and would be paid out of the
debtor s estate prior to any return to creditors. Because the standards for classification of claims under bankruptcy law
are vague, our influence with respect to the class of securities or other obligations we own may be lost by increases in
the number and amount of claims in the same class or by different classification and treatment. In the early stages of
the bankruptcy process, it is often difficult to estimate the extent of, or even to identify, any contingent claims that
might be made. In addition, certain claims that have priority by law (for example, claims for taxes) may be substantial,
eroding the value of any recovery by holders of other securities of the bankrupt entity.

Depending on the facts and circumstances of our investments and the extent of our involvement in the management of
a portfolio company, upon the bankruptcy of a portfolio company, a bankruptcy court may recharacterize our debt
investments as equity interests and subordinate all or a portion of our claim to that of other creditors. This could occur
even though we may have structured our investment as senior debt.

Our portfolio companies may be unable to repay or refinance outstanding
principal on their loans at or prior to maturity, and rising interests rates may
make it more difficult for portfolio companies to make periodic payments on

their loans.

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

Economic recessions or downturns could impair our portfolio companies and
harm our operating results.

The U.S. economy and that of most other countries are or have recently been in a recessionary period. Many of our
portfolio companies may be susceptible to economic slowdowns or recessions and may be unable to repay our loans
during these periods. Therefore, our non-performing assets are likely to increase and the value of our portfolio is
likely to decrease during these periods. Adverse economic conditions also may decrease the value of collateral
securing some of our loans and the value of our equity investments. Economic slowdowns or recessions could lead to
financial losses in our portfolio and a decrease in revenues, net income and assets. Unfavorable economic conditions
also could increase our funding costs, limit our access to the capital markets or result in a decision by lenders not to
extend credit to us. These events could prevent us from increasing our investments and harm our operating results,
which could have an adverse effect on our financial condition.

Our portfolio companies may be unable to repay or refinance outstanding principal on their loans at or pri@i0to matu
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A portfolio company s failure to satisfy financial or operating covenants imposed by us or other lenders could lead to
defaults and, potentially, termination of its loans and foreclosure on its assets, which could trigger cross-defaults under
other agreements and jeopardize our portfolio company s ability to meet its obligations under the debt securities that
we hold. We may incur expenses to the extent necessary to seek recovery upon default or to negotiate new terms with
a defaulting portfolio company. In addition, lenders in certain cases can be subject to lender liability claims for actions
taken by them when they become too involved in the borrower s business or exercise control over a borrower. It is

possible that we could become subject to a lender s liability claim, including as a result of actions taken if we render

significant managerial assistance to the borrower. Furthermore, if one of our portfolio companies were to file for
bankruptcy
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protection, even though we may have structured our investment as senior secured debt, depending on the facts and
circumstances, including the extent to which we provided managerial assistance to that portfolio company, a
bankruptcy court might re-characterize our debt holding and subordinate all or a portion of our claim to claims of
other creditors.

We may be subject to risks associated with syndicated loans.

From time to time, we may acquire interests in syndicated loans. Under the documentation for syndicated loans, a
financial institution or other entity typically is designated as the administrative agent and/or collateral agent. This
agent is granted a lien on any collateral on behalf of the other lenders and distributes payments on the indebtedness as
they are received. The agent is the party responsible for administering and enforcing the loan and generally may take
actions only in accordance with the instructions of a majority or two-thirds in commitments and/or principal amount
of the associated indebtedness. In most cases, we do not expect to hold a sufficient amount of the indebtedness to be
able to compel any actions by the agent. Consequently, we would only be able to direct such actions if instructions
from us were made in conjunction with other holders of associated indebtedness that together with us compose the
requisite percentage of the related indebtedness then entitled to take action. Conversely, if holders of the required
amount of the associated indebtedness other than us desire to take certain actions, such actions may be taken even if
we did not support such actions. Furthermore, if an investment is subordinated to one or more senior loans made to the
applicable obligor, our ability to exercise such rights may be subordinated to the exercise of such rights by the senior
lenders. Accordingly, we may be precluded from directing such actions unless we act together with other holders of
the indebtedness. If we are unable to direct such actions, we cannot assure you that the actions taken will be in our
best interests.

If an investment is a syndicated revolving loan or delayed drawdown loan, other lenders may fail to satisfy their full
contractual funding commitments for such loan, which could create a breach of contract, result in a lawsuit by the
obligor against the lenders and adversely affect the fair market value of our investment.

There is a risk that a loan agent in respect of one of our loans may become bankrupt or insolvent. Such an event would
delay, and possibly impair, any enforcement actions undertaken by holders of the associated indebtedness, including
attempts to realize upon the collateral securing the associated indebtedness and/or direct the agent to take actions
against the related obligor or the collateral securing the associated indebtedness and actions to realize on proceeds of
payments made by obligors that are in the possession or control of any other financial institution. In addition, we may
be unable to remove the agent in circumstances in which removal would be in our best interests. Moreover, agented
loans typically allow for the agent to resign with certain advance notice.

We may not realize gains from our equity investments.

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

equity interests we receive may not appreciate in value and, in fact, may decline in value. Accordingly, we may not
realize gains from our equity interests, and any gains that we do realize on the disposition of such equity interests may
not be sufficient to offset any other losses we experience.

We may be subject to risks associated with syndicated loans. 72
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Our failure to make follow-on investments in our portfolio companies could
impair the value of our portfolio, and our ability to make follow-on investments
in certain portfolio companies may be restricted.

Following an initial investment in a portfolio company, we may make additional investments in that portfolio
company as follow-on investments, in order to:

increase or maintain in whole or in part our equity ownership percentage;
exercise warrants, options or convertible securities that were acquired in the original or subsequent financing; or
attempt to preserve or enhance the value of our investment.
34
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We have the discretion to make any follow-on investments, subject to the availability of capital resources, the
limitations of the 1940 Act, the requirements associated with our status as a RIC and contractual requirements
imposed on us under the Credit Facility or otherwise. We may elect not to make follow-on investments or otherwise
lack sufficient funds to make those investments. The failure to make follow-on investments may, in some
circumstances, jeopardize the continued viability of a portfolio company and our initial investment, or may result in a
missed opportunity for us to increase our participation in a successful portfolio company. Even if we have sufficient
capital to make a desired follow-on investment, we may elect not to make a follow-on investment because we do not
want to increase our exposure to the portfolio company, because we prefer other opportunities or because we are
inhibited by compliance with business development company requirements, our contractual requirements or the desire
to maintain our tax status.

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

We do not currently anticipate taking controlling equity positions in our portfolio companies. In addition, we may not
be in a position to control any portfolio company by investing in its debt securities or loans. As a result, we are subject
to the risk that a portfolio company may make business decisions with which we disagree, and the stockholders and
management of a portfolio company may take risks or otherwise act in ways that are adverse to our interests. Due to
the lack of liquidity for the debt and equity investments that we typically hold in our portfolio companies, we may not
be able to dispose of our investments in the event we disagree with the actions of a portfolio company, and we may
therefore suffer a decrease in the value of our investments.

Defaults by our portfolio companies will harm our operating results.

A portfolio company s failure to satisfy financial or operating covenants imposed by us or other lenders could lead to
defaults and, potentially, termination of its loans and foreclosure on its assets. This could trigger cross-defaults under
other agreements and jeopardize such portfolio company s ability to meet its obligations under the debt or equity
securities that we hold. We may incur expenses to the extent necessary to seek recovery upon default or to negotiate
new terms, which may include the waiver of certain financial covenants, with a defaulting portfolio company. A
payment default on a loan to a portfolio company or a default leading to the acceleration of debt of a portfolio
company could cause the loan to such portfolio company held by us to become, or to be deemed to be, a defaulted
obligation under the Credit Facility. This, in turn, could result in a coverage test under the Credit Facility not being
met and the diversion of distributions of assets held by WhiteHorse Warehouse to pay down debt under the Credit
Facility rather than to make distributions. Such a portfolio company default could also lead to an event of default and
acceleration under the Credit Facility and liquidation by the related lender of the assets securing the Credit Facility.
Any such diversion of cash flow or any event of default could result in our being unable to make distributions to our
stockholders in amounts sufficient to maintain our status as a RIC, or at all, and could have a material adverse effect
on our business, financial condition and results of operations.

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

We generally intend to invest a portion of our capital in first lien, second lien, unitranche and mezzanine loans and, to
a lesser extent, equity securities of U.S. small-cap companies. The portfolio companies usually have, or may be

Because we generally do not hold controlling equity interests in our portfolio companies, we will not be in @$osition
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permitted to incur, other debt that ranks equally with, or senior to, the debt securities in which we invest. By their
terms, such debt instruments may provide that the holders are entitled to receive payment of interest or principal on or
before the dates on which we are entitled to receive payments in respect of the debt securities in which we invest.
Also, in the event of insolvency, liquidation, dissolution, reorganization or bankruptcy of a portfolio company, holders
of debt instruments ranking senior to our investment in that portfolio company would typically be entitled to receive
payment in full before we receive any distribution in respect of our investment. After repaying senior creditors, the
portfolio company may not have sufficient assets to use for repaying its obligation to us in full, or at all. In the case of
debt ranking equally with debt securities in which we invest, we would have to share any distributions on an equal and
ratable basis with other creditors holding such debt in the event of an insolvency, liquidation, dissolution,
reorganization or bankruptcy of the relevant portfolio company.
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Additionally, certain loans that we make to portfolio companies may be secured on a second-priority basis by the
same collateral securing senior secured debt of such companies. The first-priority liens on the collateral secure the
portfolio company s obligations under any outstanding senior debt and may secure certain other future debt that may
be permitted to be incurred by the portfolio company under the agreements governing the loans. The holders of
obligations secured by first-priority liens on the collateral will generally control the liquidation of, and be entitled to
receive proceeds from, any realization of the collateral to repay their obligations in full before us.

In addition, the value of the collateral in the event of liquidation depends on market and economic conditions, the
availability of buyers and other factors. There can be no assurances that the proceeds, if any, from sales of all of the
collateral would be sufficient to satisfy the loan obligations secured by the second-priority liens after payment in full

of all obligations secured by the first-priority liens on the collateral. If such proceeds were not sufficient to repay
amounts outstanding under the loan obligations secured by the second-priority liens, then we, to the extent not repaid

from the proceeds of the sale of the collateral, only have an unsecured claim against the portfolio company s remaining
assets, if any.

The rights we may have with respect to the collateral securing the loans we make to our portfolio companies with
senior debt outstanding may also be limited pursuant to the terms of one or more intercreditor agreements that we
enter into with the holders of such senior debt. Under a typical intercreditor agreement, at any time that obligations
that have the benefit of the first-priority liens are outstanding, any of the following actions that may be taken in
respect of the collateral will be at the direction of the holders of the obligations secured by the first-priority liens:

the ability to cause the commencement of enforcement proceedings against the collateral;
the ability to control the conduct of such proceedings;
the approval of amendments to collateral documents;
releases of liens on the collateral; and
waivers of past defaults under collateral documents.
We may not have the ability to control or direct such actions, even if our rights are adversely affected.

We may also make unsecured loans to portfolio companies, meaning that such loans will not benefit from any interest
in the assets of such companies. Liens on such portfolio companies assets, if any, will secure the portfolio company s
obligations under its outstanding secured debt and may secure certain future debt that is permitted to be incurred by

the portfolio company under its secured loan agreements. The holders of obligations secured by such liens will
generally control the liquidation of, and be entitled to receive proceeds from, any realization of such collateral to repay
their obligations in full before us. In addition, the value of such collateral in the event of liquidation will depend on
market and economic conditions, the availability of buyers and other factors. There can be no assurance that the
proceeds, if any, from sales of such collateral would be sufficient to satisfy our unsecured obligations after payment in
full of all secured loan obligations. If such proceeds were not sufficient to repay the outstanding secured loan
obligations, then our unsecured claims would rank equally with the unpaid portion of such secured creditors claims
against the portfolio company s remaining assets, if any.

Our Investment Adviser s liability is limited under the Investment Advisory
Agreement, and we have agreed to indemnify our Investment Adviser against
certain liabilities, which may lead our Investment Adviser to act in a riskier
manner on our behalf than it would when acting for its own account.

Under the Investment Advisory Agreement, our Investment Adviser does not assume any responsibility to us,
including other than to render the services called for under those agreements, and it is not responsible for any action of

Our Investment Adviser s liability is limited under the Investment Advisory Agreement, and we have agre@6 to inde
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our board of directors in following or declining to follow our Investment Adviser s advice or recommendations. Our
Investment Adviser maintains a contractual, as opposed to a fiduciary, relationship with us. Under the terms of the
Investment Advisory Agreement, our Investment Adviser, its officers, members, personnel, agents, any person
controlling or controlled by our Investment Adviser are not be liable to us, any subsidiary of ours, our directors, our
stockholders or any subsidiary s stockholders or partners for acts or omissions performed in accordance with and
pursuant to the Investment Advisory Agreement, except those resulting from acts constituting gross negligence,
willful misconduct, bad faith or reckless disregard of our Investment Adviser s
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duties under the Investment Advisory Agreement. In addition, we have agreed to indemnify our Investment Adviser
and each of its officers, directors, members, managers and employees from and against any claims or liabilities,
including reasonable legal fees and other expenses reasonably incurred, arising out of or in connection with our

business and operations or any action taken or omitted on our behalf pursuant to authority granted by the Investment

Advisory Agreement, except where attributable to gross negligence, willful misconduct, bad faith or reckless

disregard of such person s duties under the Investment Advisory Agreement and the sub-collateral management

agreement. These protections may lead our Investment Adviser to act in a riskier manner when acting on our behalf

than it would when acting for its own account.

Our Investment Adviser may be paid incentive compensation even if we incur
a net loss, and we cannot recover any portion of the incentive fee previously
paid.

Our Investment Adviser is entitled to incentive compensation for each fiscal quarter in an amount equal to a
percentage of our Pre-Incentive Fee Net Investment Income, subject to the Hurdle Rate, a catch-up provision and the
Incentive Fee Cap and Deferral Mechanism. Our Pre-Incentive Fee Net Investment Income excludes realized and
unrealized capital losses that we may incur in the fiscal quarter, even if such capital losses result in a net loss for that
quarter. Thus, we may be required to pay our Investment Adviser incentive compensation for a fiscal quarter even if
we incur a net loss. In addition, if we pay the capital gains portion of the incentive fee and thereafter experience
additional realized capital losses or unrealized capital depreciation, we will not be able to recover any portion of the
incentive fee previously paid.

We may not apply or be approved for an SBIC license.

We may apply for a license to form a small business investment company, or SBIC. If such an application is made and
approved and the Small Business Administration, or SBA, so permits, we anticipate that the SBIC license would be
transferred to a wholly-owned subsidiary of ours that would be formed just prior to such transfer. Following such
transfer, we anticipate that the SBIC subsidiary would be allowed to issue SBA-guaranteed debentures, subject to the
required capitalization of the SBIC subsidiary. SBA guaranteed debentures carry long-term fixed rates that are
generally lower than rates on comparable bank and other debt. We cannot assure you that we will make an application
for an SBIC license, be successful in receiving an SBIC license from the SBA or that the SBA will permit such license
to be transferred to us. If we do receive an SBIC license, there is no minimum amount of SBA-guaranteed debentures
that must be allocated to us.

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

The loans in our investment portfolio generally are prepayable at any time, some of which have no premium to par. It
is not clear at this time when each loan may be prepaid. Whether a loan is prepaid will depend both on the continued
positive performance of the portfolio company and the existence of favorable financing market conditions that allow
such company the ability to replace existing financing with less expensive capital. As market conditions change
frequently, it is unknown when, and if, this may be possible for each portfolio company. In the case of some of these
loans, having the loan prepaid may reduce the achievable yield for us if the capital returned cannot be invested in
transactions with equal or greater expected yields, which could have a material adverse effect on our business,
financial condition and results of operations.

Our Investment Adviser may be paid incentive compensation even if we incur a net loss, and we cannot ré8ver an
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The disposition of our investments may result in contingent liabilities.

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

Investments in securities of foreign companies, if any, may involve significant
risks in addition to the risks inherent in U.S. investments.

We may make investments in securities of foreign companies. Investing in foreign companies may expose us to
additional risks not typically associated with investing in U.S. companies. These risks include changes in
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exchange control regulations, political and social instability, expropriation, imposition of foreign taxes, less liquid

markets and less available information than is generally the case in the United States, higher transaction costs, less

government supervision of exchanges, brokers and issuers, less developed bankruptcy laws, difficulty in enforcing
contractual obligations, lack of uniform accounting and auditing standards and greater price volatility.

In addition, any investments that we make that are denominated in a foreign currency will be subject to the risk that
the value of a particular currency will change in relation to one or more other currencies. Among the factors that may
affect currency values are trade balances, the level of short-term interest rates, differences in relative values of similar

assets in different currencies, long-term opportunities for investment and capital appreciation, and political
developments. We may employ hedging techniques to minimize these risks, but we cannot assure you that we will, in
fact, hedge currency risk, or, that if we do, such strategies will be effective.

Risks Relating to an Investment in our Senior Notes

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

The Senior Notes mature on July 31, 2020 and bear interest at an annual rate of 6.5%. The Senior Notes are not
secured by any of our assets or any of the assets of our subsidiaries and rank equally in right of payment with all of
our existing and future unsubordinated, unsecured senior indebtedness. As a result, the Senior Notes are effectively
subordinated to any secured indebtedness we or our subsidiaries have currently incurred and may incur in the future
(or any indebtedness that is initially unsecured to which we subsequently grant security) to the extent of the value of

the assets securing such indebtedness. In any liquidation, dissolution, bankruptcy or other similar proceeding, the

holders of any of our existing or future secured indebtedness and the secured indebtedness of our subsidiaries may
assert rights against the assets pledged to secure that indebtedness in order to receive full payment of their
indebtedness before the assets may be used to pay other creditors, including the holders of the Senior Notes.

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

The Senior Notes are obligations exclusively of WhiteHorse Finance, Inc. and not of any of our subsidiaries. None of
our subsidiaries is or acts as a guarantor of the Senior Notes, and the Senior Notes are not required to be guaranteed by
any subsidiaries we may acquire or establish in the future.

Except to the extent we are a creditor with recognized claims against our subsidiaries, all claims of creditors
(including holders of preferred stock, if any, of our subsidiaries) will have priority over our equity interests in such
subsidiaries (and therefore the claims of our creditors, including holders of the Senior Notes) with respect to the assets
of such subsidiaries. Even if we are recognized as a creditor of one or more of our subsidiaries, our claims would still
be effectively subordinated to any security interests in the assets of any such subsidiary and to any indebtedness or
other liabilities of any such subsidiary senior to our claims. Consequently, the Senior Notes are structurally
subordinated to all indebtedness and other liabilities (including trade payables) of our subsidiary and any subsidiaries
that we may in the future acquire or establish. In addition, our subsidiaries may incur substantial additional
indebtedness in the future, all of which would be structurally senior to the Senior Notes.

Investments in securities of foreign companies, if any, may involve significantrisks in addition to the risks i@@erent ir
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The Indenture under which the Senior Notes are issued, or the Indenture,
contains limited protection for holders of the Senior Notes.

The Indenture under which the Senior Notes are issued offers limited protection to holders of the Senior Notes. The
terms of the Indenture and the Senior Notes do not restrict our or any of our subsidiaries ability to engage in, or
otherwise be a party to, a variety of corporate transactions, circumstances or events that could have an adverse impact
on your investment in the Senior Notes. In particular, the terms of the Indenture and the Senior Notes do not place any
restrictions on our or our subsidiaries ability to:

issue securities or otherwise incur additional indebtedness or other obligations, including (1) any indebtedness or
other obligations that would be equal in right of payment to the Senior Notes, (2) any indebtedness or other
obligations that would be secured and therefore rank effectively senior in right of payment to the Senior Notes to the
extent of the values of the assets securing such debt,
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(3) indebtedness of ours that is guaranteed by one or more of our subsidiaries and which therefore would rank
structurally senior to the Senior Notes and (4) securities, indebtedness or other obligations issued or incurred by our
subsidiaries that would be senior in right of payment to our equity interests in our subsidiaries and therefore would
rank structurally senior in right of payment to the Senior Notes with respect to the assets of our subsidiaries, in each
case other than an incurrence of indebtedness or other obligation that would cause a violation of the asset coverage
requirement under Section 18(a)(1)(A) as modified by Section 61(a)(1) of the 1940 Act or any successor provisions;
pay dividends on, or purchase or redeem or make any payments in respect of, capital stock or other securities ranking
junior in right of payment to the Senior Notes;
sell assets (other than certain limited restrictions on our ability to consolidate, merge or sell all or substantially all of
our assets);
create liens (including liens on the shares of our subsidiaries) or enter into sale and leaseback transactions;
make investments; or
create restrictions on the payment of dividends or other amounts to us from our subsidiaries.
In addition, the Indenture does not require us to offer to purchase the Senior Notes in connection with a change of
control or any other event.

Furthermore, the terms of the Indenture and the Senior Notes do not protect holders of the Senior Notes in the event
that we experience changes (including significant adverse changes) in our financial condition, results of operations or
credit ratings, as they do not require that we or our subsidiaries adhere to any financial tests or ratios or specified
levels of net worth, revenues, income, cash flow or liquidity, except as required under the 1940 Act.

Our ability to recapitalize, incur additional debt and take a number of other actions that are not limited by the terms of
the Senior Notes may have important consequences for you as a holder of the Senior Notes, including making it more
difficult for us to satisfy our obligations with respect to the Senior Notes or negatively affecting the trading value of
the Senior Notes. On November 8, 2012, we entered into a $90 million unsecured term loan agreement with Citibank,
N.A., as the sole lead arranger, and H.I.G. Bayside Loan Opportunity Fund II, L.P., or Loan Fund II, as guarantor. On
July 9, 2013, we amended the terms of our unsecured term loan to subordinate the unsecured term loan to the Senior
Notes. On July 19, 2013, we further amended the terms of the unsecured term loan to lower the annual interest rate
from LIBOR plus 2.75% to LIBOR plus 2.20%. The amendment also extended the maturity date by one year to July
3, 2015. On July 24, 2013, we repaid $35 million of our original borrowings.

Certain of our current debt instruments include more protections for their holders than the Indenture and the Senior
Notes. In addition, other debt we issue or incur in the future could contain more protections for its holders than the
Indenture and the Senior Notes, including additional covenants and events of default. The issuance or incurrence of
any such debt with incremental protections could affect the market for and trading levels and prices of the Senior
Notes.

An active trading market for the Senior Notes may not continue to exist, which
could limit the market price of the Senior Notes or your ability to sell them. We
do not intend to have the Senior Notes rated. If a rating agency assigns the
Senior Notes a non-investment grade rating or the Senior Notes are not rated,
the Senior Notes may be subject to greater price volatility than similar
securities without such a rating. Below investment grade securities, which are

often referred to as junk bonds, are viewed as speculative investments
because of concerns with respect to the issuer s capacity to pay interest and

An active trading market for the Senior Notes may not continue to exist, which could limit the market price8& the Se
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repay principal.

We cannot provide any assurances that an active trading market will continue to exist for the Senior Notes or that
holders will be able to sell their Senior Notes at a particulate time or at a favorable price. The Senior Notes have
traded at a discount from their initial offering price depending on prevailing interest rates, the market for similar

securities, our credit ratings, general economic conditions, our financial condition, performance and prospects and

other factors. If a rating agency assigns the Senior Notes a non-investment
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grade rating, the Senior Notes may be subject to greater price volatility than securities of similar maturity without such

a non-investment grade rating. Below investment grade securities, which are often referred to as junk bonds, are

viewed as speculative investments because of concerns with respect to the issuer s capacity to pay interest and repay
principal.

We may choose to redeem the Senior Notes when prevailing interest rates are
relatively low.

On or after July 31, 2016, we may choose to redeem the Senior Notes from time to time, especially when prevailing
interest rates are lower than the rate borne by the Senior Notes. If prevailing rates are lower at the time of redemption,
holders would not be able to reinvest the redemption proceeds in a comparable security at an effective interest rate as
high as the interest rate on the Senior Notes being redeemed. Our redemption right also may adversely impact holders

ability to sell the Senior Notes as the optional redemption date or period approaches.

Pending legislation may allow us to incur additional leverage.

As a business development company, under the 1940 Act, generally we are not permitted to incur indebtedness unless
immediately after such borrowing we have an asset coverage for total borrowings of at least 200% (i.e. the amount of
debt may not exceed 50% of the value of our assets). We have agreed in the covenant in the Indenture not to violate
this section of the 1940 Act, whether or not we continue to be subject to such provision, but giving effect, in either
case, to any exemptive relief granted to us by the SEC. Legislation introduced in the U.S. House of Representatives, if
passed, would modify this section of the 1940 Act and increase the amount of debt that business development
companies may incur. As a result, we may be able to incur additional indebtedness in the future and, therefore, risks
associated with an investment in the Senior Notes may increase.

FATCA withholding may apply to payments to certain foreign entities.

Payments made under the Senior Notes to a foreign financial institution or non-financial foreign entity (including such
an institution or entity acting as an intermediary) may be subject to a U.S. withholding tax of 30% under a law
(commonly known as FATCA ) that was enacted in 2010. This tax may apply to certain payments of interest as well as
payments made upon maturity, redemption, or sale of the Senior Notes, unless the foreign financial institution or
non-financial foreign entity complies with certain information reporting, withholding, identification, certification and
related requirements imposed by FATCA. Holders should consult their tax advisors regarding FATCA and how it may
affect an investment in the Senior Notes.

Risks Relating to an Investment in our Common Stock

We have obtained obtain the approval of our stockholders to issue shares of
our common stock at prices below the then-current net asset value per share
of our common stock and may do so again in the future. Any such issuance
could materially dilute your interest in our common stock and reduce our net
asset value per share.

We have obtained the approval of our stockholders to issue shares of our common stock at prices below the
then-current net asset value per share of our common stock in one or more offerings for a twelve-month period and

We may choose to redeem the Senior Notes when prevailing interest rates are relatively low. 84
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may do so again in the future. Such approval may allow us to access the capital markets in a way that we are typically
unable to do as a result of restrictions that, absent stockholder approval, apply to business development companies
under the 1940 Act.

Any sale or other issuance of shares of our common stock at a price below net asset value per share will result in an
immediate dilution to your interest in our common stock and a reduction of our net asset value per share. This dilution
would occur as a result of a proportionately greater decrease in a stockholder s interest in our earnings and assets and
voting interest in us than the increase in our assets resulting from such issuance. Because the number of future shares
of common stock that may be issued below our net asset value per share and the price and timing of such issuances are
not currently known, we cannot predict the actual dilutive effect of any such issuance. We also cannot determine the
resulting reduction in our net asset value per share of any such issuance at this time. We caution you that such effects
may be material, and we undertake to describe all the material risks and dilutive effects of any offering that we make
at a price below our then-current net asset value in the future in a prospectus supplement issued in connection with
any such offering.
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Investing in our common stock may involve an above average degree of risk.

The investments we make in accordance with our investment objective may result in a higher amount of risk than
alternative investment options and a higher risk of volatility or loss of principal. Our investments in portfolio
companies involve higher levels of risk, and therefore, an investment in our shares may not be suitable for someone
with lower risk tolerance. In addition, our common stock is intended for long-term investors and should not be treated
as a trading vehicle. Our shares may trade at a price that is less than the offering price. This risk may be greater for
investors who sell their shares in a relatively short period of time after completion of an offering.

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

Shares of closed-end investment companies, including business development companies, may trade at a discount from
net asset value. This characteristic of closed-end investment companies and business development companies is
separate and distinct from the risk that our net asset value per share may decline. We cannot predict whether our

common stock will trade at, above or below net asset value.

There is a risk that investors in our equity securities may not receive
distributions or that our distributions may not grow over time and a portion of
our distributions may be a return of capital.

We intend to make distributions on a quarterly basis to our stockholders out of assets legally available for distribution.
We cannot assure you that we will achieve investment results that will allow us to make a specified level of cash
distributions or year-to-year increases in cash distributions. If the amount of any distribution exceeds our net
investment income or capital gains, then all or a portion of such distribution could constitute a return of capital to
stockholders rather than dividend income for tax purposes. A return of capital will have the effect of reducing a

stockholder s basis in its shares of common stock, which may, if such stockholder sells or otherwise disposes such
stock at a price greater than its then-current basis, result in a higher taxable capital gain to such stockholder at the time
of sale.

Our ability to pay distributions might be adversely affected by the impact of one or more of the risk factors described
in this prospectus. Due to the asset coverage test applicable to us under the 1940 Act as a business development
company, we may be limited in our ability to make distributions. If we declare a dividend and if more stockholders
opt to receive cash distributions rather than participate in our dividend reinvestment plan, we may be forced to sell
some of our investments in order to make cash dividend payments. In addition, after the reinvestment period under the
Credit Facility, asset sales proceeds, if any (including any realized gains), must be used to pay down any outstanding
debt and certain other amounts prior to distributing cash from WhiteHorse Warehouse to us. Also, if certain coverage
tests are not met under the Credit Facility or if an event of default and acceleration occurs under the Credit Facility,
then income and capital gains which would otherwise be distributable by us to our stockholders will be diverted to pay
down debt or other amounts due under the Credit Facility. All distributions will be paid at the discretion of our board
of directors and will depend on our earnings, our financial condition, maintenance of our RIC status, compliance with
applicable business development company regulations and such other factors as our board of directors may deem
relevant from time to time. We cannot assure investors that we will pay distributions to our stockholders in the future.

Investing in our common stock may involve an above average degree of risk. 86
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FATCA withholding may apply to payments to certain foreign entities.

As of July 1, 2014, withholding of U.S. tax at a 30% rate is required on payments of dividends and (effective January
1, 2017) redemption proceeds and certain capital gain dividends paid to certain non-U.S. entities that fail to comply
with certain information reporting, identification, certification, and related requirements imposed by FATCA.
Stockholders and persons intended to hold common stock should consult their tax advisors regarding FATCA and
how it may affect an investment in our stock.

Our stockholders could experience dilution in their ownership percentage if
they do not participate in our dividend reinvestment plan.

All dividends declared in cash payable to stockholders that are participants in our dividend reinvestment plan are
automatically reinvested in shares of our common stock. As a result, our stockholders that do not participate in our
dividend reinvestment plan could experience dilution in their ownership percentage of our common stock over time if
we issue additional shares of our common stock.
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Sales of substantial amounts of our common stock in the public market may
have an adverse effect on the market price of our common stock.

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

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

We cannot assure you that the issuance of preferred stock and/or debt securities would result in a higher yield or return
to the holders of our common stock. The issuance of preferred stock, debt securities or convertible debt would likely
cause the net asset value and market value of our common stock to become more volatile. If the dividend rate on the

preferred stock, or the interest rate on the debt securities, were to approach the net rate of return on our investment
portfolio, the benefit of leverage to the holders of our common stock would be reduced. If the dividend rate on the
preferred stock, or the interest rate on the debt securities, were to exceed the net rate of return on our portfolio, the use
of leverage would result in a lower rate of return to the holders of common stock than if we had not issued the
preferred stock or debt securities. Any decline in the net asset value of our investment would be borne entirely by the
holders of our common stock. Therefore, if the market value of our portfolio were to decline, the leverage would result
in a greater decrease in net asset value to the holders of our common stock than if we were not leveraged through the
issuance of preferred stock. This decline in net asset value would also tend to cause a greater decline in the market
price for our common stock.

There is also a risk that, in the event of a sharp decline in the value of our net assets, we would be in danger of failing
to maintain required asset coverage ratios which may be required by the preferred stock, debt securities, convertible
debt or units or of a downgrade in the ratings of the preferred stock, debt securities, convertible debt or units or our

current investment income might not be sufficient to meet the dividend requirements on the preferred stock or the
interest payments on the debt securities. In order to counteract such an event, we might need to liquidate investments
in order to fund redemption of some or all of the preferred stock, debt securities or convertible debt. In addition, we
would pay (and the holders of our common stock would bear) all costs and expenses relating to the issuance and
ongoing maintenance of the preferred stock, debt securities, convertible debt or any combination of these securities.
Holders of preferred stock, debt securities or convertible debt may have different interests than holders of common
stock and may at times have disproportionate influence over our affairs.

Your interest in us may be diluted if you do not fully exercise your
subscription rights in any rights offering. In addition, if the subscription price
is less than our net asset value per share, then you will experience an
immediate dilution of the aggregate net asset value of your shares.

In the event we issue subscription rights, stockholders who do not fully exercise their subscription rights should
expect that they will, at the completion of a rights offering pursuant to this prospectus, own a smaller proportional
interest in us than would otherwise be the case if they fully exercised their rights. We cannot state precisely the
amount of any such dilution in share ownership because we do not know at this time what proportion of the shares
will be purchased as a result of such rights offering.

Our stockholders could experience dilution in their ownership percentage ifthey do not participate in our dB&dend re
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In addition, if the subscription price is less than the net asset value per share of our common stock, then our
stockholders would experience an immediate dilution of the aggregate net asset value of their shares as a result of the
offering. The amount of any decrease in net asset value is not predictable because it is not known at this time what the
subscription price and net asset value per share will be on the expiration date of a rights offering or what proportion of

the shares will be purchased as a result of such rights offering. Such dilution could be substantial.

These dilutive effects may be exacerbated if we were to conduct multiple subscription rights offerings, particularly if
such offerings were to occur over a short period of time. In addition, subscription rights offerings and the prospect of
future subscription rights offerings may create downward pressure on the secondary market price of our common
stock due to the potential for the issuance of shares at a price below our net asset value, without a corresponding
change to our net asset value.
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Risks Relating to Offerings Pursuant to this Prospectus

The market price of our securities may fluctuate significantly.

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

significant volatility in the market price and trading volume of securities of business development companies or other
companies in our sector, which are not necessarily related to the operating performance of the companies;
changes in regulatory policies, accounting pronouncements or tax guidelines, particularly with respect to RICs and
business development companies;
loss of our qualification as a RIC or business development company;
changes in earnings or variations in operating results;
changes in the value of our portfolio investments;
changes in accounting guidelines governing valuation of our investments;
any shortfall in revenue or net income or any increase in losses from levels expected by investors or securities
analysts;
departure of WhiteHorse Advisers or any of its affiliates key personnel;
operating performance of companies comparable to us;
general economic trends and other external factors; and
loss of a major funding source or an event of default under a material financing contract.
See Risks Relating to an Investment in our Common Stock above for additional risks you should carefully consider
before deciding to invest in shares of our common stock.

We are a holding company and depend on payments from our subsidiaries in
order to make payments on any debt securities that we may issue as well as
to pay dividends on our common stock. Any debt securities that we issue will
be structurally subordinated to the obligations of our subsidiaries.

We are a holding company and fund a majority of our investments through wholly-owned subsidiaries, and a majority
of the assets that we hold directly are the equity interests in such subsidiaries. We depend upon the cash flow from our
subsidiaries and the receipt of funds from them, any of which may be subject to restriction or limitations based on the
organizational documents of the subsidiaries and the agreements governing the debt of any such subsidiary. In
addition, because we are a holding company, any debt securities that we issue will be structurally subordinated to the
obligations of our subsidiaries. In the event that one of our subsidiaries becomes insolvent, liquidates, reorganizes,
dissolves or otherwise winds up, its assets will be used first to satisfy the claims of its creditors. Consequently, any
claim by us or our creditors, including holders of any debt securities that we may issue, against any subsidiary will be
structurally subordinated to all of the claims of the creditors of such subsidiary. We cannot assure security holders that
they will receive any payments required to be made under the terms of any debt securities that we may issue,
dividends or other distributions.

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

Risks Relating to Offerings Pursuant to this Prospectus 90
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The 1940 Act requires that holders of shares of preferred stock must be entitled as a class to elect two directors at all
times and to elect a majority of the directors if dividends on such preferred stock are in arrears by two years or more,
until such arrearage is eliminated. In addition, certain matters under the 1940 Act require the separate vote of the
holders of any issued and outstanding preferred stock, including changes in fundamental investment restrictions and
conversion to open-end status and, accordingly, preferred stockholders could veto any such changes. Restrictions
imposed on the declarations and payment of dividends
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or other distributions to the holders of our common stock and preferred stock, both by the 1940 Act and by
requirements imposed by rating agencies, might impair our ability to maintain our qualification as a RIC for U.S.
federal income tax purposes.

The trading market or market value of any publicly issued debt securities may
fluctuate.

Our publicly issued debt securities, if any, may or may not have an established trading market. We cannot assure you
that a trading market for our publicly issued debt securities will ever develop or be maintained if developed. In
addition to our creditworthiness, many factors may materially adversely affect the trading market for, and market
value of, our publicly issued debt securities. These factors include the following:

the time remaining to the maturity of these debt securities;
the outstanding principal amount of debt securities with terms identical to these debt securities;
the ratings assigned by national statistical ratings agencies, if any;
the general economic environment;
the supply of debt securities trading in the secondary market, if any;
the redemption or repayment features, if any, of these debt securities;
the level, direction and volatility of market interest rates generally; and
market rates of interest higher or lower than rates borne by the debt securities.
You should also be aware that there may be a limited number of buyers when you decide to sell your debt securities.
This too may materially adversely affect the market value of the debt securities or the trading market for the debt
securities.

Terms relating to redemption may materially adversely affect your return on
any debt securities that we may issue.

If your debt securities are redeemable at our option, we may choose to redeem your debt securities at times when
prevailing interest rates are lower than the interest rate paid on your debt securities. In addition, if your debt securities
are subject to mandatory redemption, we may be required to redeem your debt securities also at times when prevailing
interest rates are lower than the interest rate paid on your debt securities. In this circumstance, you may not be able to

reinvest the redemption proceeds in a comparable security at an effective interest rate as high as your debt securities
being redeemed.

Our credit ratings may not reflect all risks of an investment in our debt
securities.

Our credit ratings are an assessment by third parties of our ability to pay our obligations. Consequently, real or
anticipated changes in our credit ratings will generally affect the market value of our debt securities. Our credit
ratings, however, may not reflect the potential impact of risks related to market conditions generally or other factors
discussed above on the market value of or trading market for the publicly issued debt securities.
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SPECIAL NOTE REGARDING FORWARD-LOOKING
STATEMENTS

Some of the statements in this prospectus constitute forward-looking statements, which relate to future events or our
future performance or financial condition. The forward-looking statements contained in this prospectus involve risks
and uncertainties, including statements as to:

our future operating results;
changes in political, economic or industry conditions, the interest rate environment or conditions affecting the
financial and capital markets, which could result in changes to the value of our assets;
our business prospects and the prospects of our prospective portfolio companies;
the impact of investments that we expect to make;
the impact of increased competition;
our contractual arrangements and relationships with third parties;
the dependence of our future success on the general economy and its impact on the industries in which we invest;
the ability of our prospective portfolio companies to achieve their objectives;
the relative and absolute performance of our Investment Adviser;
our expected financings and investments;
the adequacy of our cash resources and working capital;
our ability to make distributions to our stockholders;
the timing of cash flows, if any, from the operations of our prospective portfolio companies; and
the impact of future acquisitions and divestitures.
We use words such as anticipate, believe, expect, intend may, might, will, should, could, -can,
estimate, anticipate, predict, potential and similar words to identify forward-looking statements. Our actual resul
could differ materially from those projected in the forward-looking statements for any reason, including the factors set
forth as Risk Factors and elsewhere in this prospectus.

We have based the forward-looking statements included in this prospectus on information available to us on the date
of this prospectus, and we assume no obligation to update any such forward-looking statements. Actual results could
differ materially from those anticipated in our forward-looking statements and future results could differ materially
from historical performance. Although we undertake no obligation to revise or update any forward-looking
statements, whether as a result of new information, future events or otherwise, you are advised to consult any
additional disclosures that we may make directly to you or through reports that we have filed or in the future may file
with the SEC, including annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form
8-K. This prospectus contains statistics and other data that have been obtained from or compiled from information
made available by third-party service providers. We have not independently verified such statistics or data.

You should understand that, under Sections 27A(b)(2)(B) of the Securities Act of 1933, as amended, or 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, any prospectus supplement or in periodic reports we file under the Exchange Act.
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USE OF PROCEEDS

Unless otherwise specified in a prospectus supplement, we intend to use all or substantially all of the net proceeds
from the sale of our securities to invest in portfolio companies in accordance with our investment objective and
strategies and for general corporate purposes. We expect that our new investments will consist primarily of senior
secured debt investments in small-cap companies. We will also pay operating expenses, including management and
administrative fees, and may pay other expenses such as due diligence expenses relating to potential new investments,
from the net proceeds of any offering of our securities. We may also use a portion of the net proceeds from the sale of
our securities to repay amounts outstanding under our credit facilities. As of June 30, 2014, we had approximately
$127 million outstanding under our credit facilities.

We anticipate that we will use substantially all of the net proceeds of an offering for the above purposes within
approximately six months after the completion of any offering of our securities, depending on the availability of
appropriate investment opportunities consistent with our investment objective and market conditions. We cannot

assure you that we will achieve our targeted investment pace.

Until such appropriate investment opportunities can be found, we intend to 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 for additional information about temporary investments we may make while waiting to make longer-term
investments in pursuit of our investment objective.

We have agreed to pay the printing, legal, filing and other similar expenses of any offering of common stock by the
selling stockholders, identified under Selling Stockholders. However, the selling stockholders will bear all other
expenses, including any brokerage fees, underwriting discounts and commissions, of any such offering. We will not
receive any proceeds from any sale of common stock by the selling stockholders.
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DISTRIBUTIONS

Our distributions, if any, are determined by the board of directors. We have elected to be treated as a RIC under
Subchapter M of the Code. To maintain RIC qualification each taxable year, we must distribute an amount at least
equal to 90% of our net ordinary income and net short-term capital gains in excess of our net long-term capital losses,
if any. In addition, we are subject to ordinary income and capital gain distribution requirements under U.S. federal
excise tax rules for each calendar year. If we do not meet the required distributions we will generally be subject to a
4% nondeductible federal excise tax on the undistributed amount.

The following table reflects the cash distributions, including dividends and returns of capital per share that we have
declared on our common stock since the closing of our IPO on December 10, 2012.

Dividends and
Record Dates Payment Date Distributions
Declared
Fiscal year ending December 31, 2014
June 20, 2014 July 3, 2014 $ 0.355
March 20, 2014 April 3, 2014 0.355
Total $ 0.710
Fiscal year ended December 31, 2013
December 19, 2013(D January 3,2014 $ 0.355
September 20, 2013 October 3, 2013 0.355
June 21, 2013 July 3, 2013 0.355
March 22, 2013 April 3, 2013 0.355
Total $ 1.420
Fiscal year ended December 31, 2012
December 28, 20122 January 8,2013 $ 0.108
Total $ 0.108

(1) $0.084 of the Company s December 19, 2013, record date distribution was deemed paid, for tax purposes, during
2014.
2) The distribution was declared from net investment income and did not include a return of capital.

We currently intend to distribute net capital gains (i.e., net long-term capital gains in excess of net short-term capital
losses), if any, at least annually out of the assets legally available for such distributions. However, we may decide in
the future to retain such capital gains for investment and elect to treat such gains as deemed distributions to you. If this
happens, stockholders will be treated for U.S. federal income tax purposes as if they had received an actual
distribution of the capital gains that we retain and reinvested the net after tax proceeds in us. In this situation,
stockholders would be eligible to claim a tax credit (or, in certain circumstances, a tax refund) equal to your allocable
share of the tax we paid on the capital gains deemed distributed to you. See Material U.S. Federal Income Tax
Considerations Taxation of U.S. Stockholders. We cannot assure you that we will achieve results that will permit us

to pay any cash distributions, and if we issue senior securities, we will be prohibited from making distributions if
doing so would cause us to fail to maintain the asset coverage ratios stipulated by the 1940 Act or if such distributions
are limited by the terms of any of our borrowings.

We have adopted a dividend reinvestment plan that provides for reinvestment of our dividends and other distributions
on behalf of our stockholders. As a result, if our board of directors authorizes, and we declare, a cash dividend or other
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distribution, then our stockholders who have not opted out of our dividend reinvestment plan will have their cash
distribution automatically reinvested in additional shares of our common stock, rather than receiving the cash
distribution.
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SELECTED CONSOLIDATED FINANCIAL DATA

The selected financial and other information below should be read in conjunction with our Management s Discussion
and Analysis of Financial Condition and Results of Operation and the consolidated financial statements and notes
thereto. Financial information as of June 30, 2014 and 2013 and for the six months then ended has been derived from
our unaudited financial statements. Financial information as of December 31, 2013 and 2012 and for the years then
ended has been derived from our consolidated financial statements that were audited by Crowe Horwath LLP, an
independent registered public accounting firm.

A.S of and for the As of and for the years
six months ended

(unaudited) ended

June 30, June 30, December December
2014 2013 31,2013 31,2012

(In thousands, except per share data)
Income statement data:

Total investment income $17,268 $17,880 $37,617 $44,793
Total expenses 9,285 9,021 18,307 2,592

Net investment income 7,983 8,859 19,310 42,201
Net realized loss on investments 2,574 )

Net change in unrealized appreciation (depreciation)

on investments 3,404 (2,184 ) (280 ) 111

Net increase in net assets resulting from operations 11,387 6,675 19,030 39,558
Balance sheet data:

Investments, at fair value $347,107 $237,744 $272,439 $180,488
Cash and cash equivalents 6,726 91,335 92,905 156,123
Restricted cash and cash equivalents 4,041 11,987 3,078 31,646
Total assets 363,886 348,411 374,153 373,282
Credit facility 42,000 21,250 25,000 51,250
Senior Notes 30,000 30,000

Unsecured term loan 55,000 90,000 55,000 90,000
Total liabilities 136,047 123,313 147,151 144,233
Total net assets 227,839 225,098 227,002 229,049
Per share data:

Net asset value (at period end) $15.21 $15.04 $15.16 $15.30
Dividends and distributions declared 0.71 0.71 1.42 0.11

Net investment yield is calculated based on net investment income, which includes interest income and excludes
realized and unrealized gains on investments, divided by weighted average net assets.

(D
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The following table sets forth, for the periods indicated, certain consolidated quarterly financial information. This

information is derived from the Company s unaudited financial statements which include, in the opinion of

management, all normal recurring adjustments which management considers necessary for a fair presentation of the

results for such periods. The results for any quarter are not necessarily indicative of results for future periods.

Total investment income

Net investment income

Net realized and unrealized gains on investments

2014

(Unaudited)

Three

Iel:l(;zt(llls Three months ended

June 30, March 31, 2014

2014

(dollars in thousands)

$ 9,018 $ 8,250
3,993 3,990
1,024 2,380
5,017 6,370

Net increase in net assets resulting from operations

2013
(Unaudited)
Three
months Three months Three months
Three months
ended ended ended ended
DecembeSeptember 30, Tune 30. 2013 March 31,
31, 2013 ’ 2013
2013
(dollars in thousands)
Total investment income $8,615 $ 11,122 $ 9,498 $ 8,382
Net investment income 4,169 6,282 4,850 4,009
Net realized and unrealized gain (loss) on 2.166 (262 ) (1683 ) (501 )
investments
Net increase in net assets resulting from 6335 6,020 3.167 3.508
operations
2012
(Unaudited)
Three Three months Three months
months Three months
ended ended
ended September 30 ended March 31
December 2011)2 > June 30, 2012 2012 ’
31,2012
(dollars in thousands)
Total investment income $15932 $ 10,212 $ 9,500 $ 9,149
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98



Edgar Filing: WhiteHorse Finance, Inc. - Form N-2/A

Net investment income
Net realized and unrealized gain (loss) on
investments
Net increase in net assets resulting from
operations
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13,727
(5,753)

7,975

10,147
1,019

11,166

9,356
1,891

11,246

8,971
200

9,171
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MANAGEMENT S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of our financial condition, results of operations and cash flows should be read
in conjunction with Selected Consolidated Financial Data and the financial statements and the related notes thereto
of us appearing elsewhere in this prospectus. The information in this section contains forward-looking statements that

involve risks and uncertainties. Please see Risk Factors and Special Note Regarding Forward-Looking Statements for
a discussion of the uncertainties, risks and assumptions associated with these statements.

Overview

We are an externally managed, non-diversified, closed-end management investment company that has elected to be
treated as a business development company under the 1940 Act. In addition, for tax purposes, we have elected to be
treated as a RIC under Subchapter M of the Code. Our shares are currently listed on The NASDAQ Global Select

Market under the symbol WHF .

We were formed on December 28, 2011 and commenced operations on January 1, 2012. We were originally
capitalized with approximately $176.3 million of contributed assets from H.I.G. Bayside Debt & LBO Fund II, L.P.
and H.I.G. Bayside Loan Opportunity Fund II, L.P., each of which is an affiliate of H.I.G. Capital. These assets were
contributed as of January 1, 2012 in exchange for 11,752,383 units in WhiteHorse Finance, LLC. On December 4,
2012, we converted from a Delaware limited liability company into a Delaware corporation and elected to be treated
as a business development company under the 1940 Act. As part of the BDC Conversion, all outstanding units in
WhiteHorse Finance, LLC were converted to 7,826,284 shares of common stock of WhiteHorse Finance, Inc.

On December 4, 2012, we priced our IPO, selling 6,666,667 shares at a public offering price of $15.00 per share.
Concurrent with the IPO, certain of our directors and officers, the managers of our Investment Adviser and their
immediate family members or entities owned by, or family trusts for the benefit of, such persons, purchased an
additional 472,673 shares through the Concurrent Private Placement at $15.00 per share.

We are a direct lender targeting debt investments in privately held, small-cap companies located in North America.
Our investment objective is to generate attractive risk-adjusted returns primarily by originating and investing in senior
secured loans, including first lien and second lien facilities, to performing small-cap companies across a broad range
of industries that typically carry a floating interest rate based on LIBOR plus a spread and have terms ranging from

three to six years. While we intend to focus principally on originating senior secured loans to small-cap companies,
we may also opportunistically make investments at other levels of a company s capital structure, including mezzanine
loans or equity interests, and in companies outside of the small-cap market, to the extent we believe the investment
presents an opportunity to achieve an attractive risk-adjusted return. We also may receive warrants to purchase
common stock in connection with our debt investments. We expect to generate current income through the receipt of
interest payments, as well as origination and other fees, capital appreciation and dividends.

Our investment activities are managed by WhiteHorse Advisers and supervised by our board of directors, a majority
of whom are independent of us, WhiteHorse Advisers and its affiliates. Under our Investment Advisory Agreement,
we have agreed to pay WhiteHorse Advisers an annual base management fee based on our average consolidated gross

assets as well as an incentive fee based on our investment performance. See Item 1 Business Management
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Agreements Investment Advisory Agreement. We have also entered into the Administration Agreement with
WhiteHorse Administration. Under our Administration Agreement, we have agreed to reimburse WhiteHorse
Administration for our allocable portion (subject to the review and approval of our independent directors) of overhead
and other expenses incurred by WhiteHorse Administration in performing its obligations under the Administration
Agreement.

As of June 30, 2014, our investment portfolio consisted primarily of senior secured loans across 30 positions with an
aggregate fair value of approximately $347.1 million and a principal balance outstanding of approximately $349.3
million. As of December 31, 2013, our investment portfolio primarily consisted of senior secured loans across 21

positions with an aggregate fair value of approximately $272.4 million and a principal balance outstanding of
approximately $276.8 million. As of December 31, 2012, our investment
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portfolio consisted of senior secured loans across eight positions with an aggregate fair value of approximately $180.5
million and a principal balance outstanding of approximately $181.6 million. At both dates, the majority of our
portfolio was comprised of senior secured loans to small-cap borrowers.

Revenues. We generate revenue in the form of interest payable on the debt securities that we hold and capital gains
and distributions, if any, on the portfolio company investments that we originate or acquire. Our debt investments,
whether in the form of senior secured loans or mezzanine loans, typically have terms ranging from three to six years
and bear interest at a fixed or floating rate based on LIBOR. Interest on debt securities is generally payable monthly or
quarterly, with the amortization of principal generally being deferred for several years from the date of the initial
investment. In some cases, we may also defer payments of interest for the first few years after our investment. The
principal amount of the debt securities and any accrued but unpaid interest generally become due at the maturity date.
In addition, we generate revenue in the form of commitment, origination, structuring or diligence fees, fees for
providing managerial assistance and possibly consulting fees. We capitalize loan origination fees, original issue
discount and market discount, and we then amortize such amounts as interest income. Upon the prepayment of a loan
or debt security, we record any unamortized loan origination fees as interest income. We record prepayment premiums
on loans and debt securities as interest income when we receive such amounts.

Expenses. Our primary operating expenses include the payment of (1) the base management fee and incentive fee to
the Investment Adviser under the Investment Advisory Agreement; (2) the allocable portion of overhead to the
Administrator under the Administration Agreement; (3) the interest expense on our outstanding debt, if any; and (4)
our other operating costs, as detailed below. Our investment advisory fees compensate our Investment Adviser for its
work in identifying, evaluating, negotiating, consummating and monitoring our investments. We bear all other costs
and expenses of our operations and transactions, including:

our organization;
calculating our net asset value and net asset value per share (including the cost and expenses of any independent
valuation firm);
fees and expenses, including travel expenses, incurred by the Investment Adviser or payable to third parties in
performing due diligence on prospective portfolio companies, monitoring our investments and, if necessary, enforcing
our rights;

offerings of our common stock and other securities;
distributions on our shares;
transfer agent and custody fees and expenses;
amounts payable to third parties relating to, or associated with, evaluating, making and disposing of investments;
brokerage fees and commissions;
registration fees;
listing fees;
taxes;
independent director fees and expenses;
costs associated with our reporting and compliance obligations under the 1940 Act and applicable U.S. federal and
state securities laws;
the costs of any reports, proxy statements or other notices to our stockholders, including printing costs;
costs of holding stockholder meetings;

our fidelity bond;
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directors and officers/errors and omissions liability insurance and any other insurance premiums;
litigation, indemnification and other non-recurring or extraordinary expenses;
direct costs and expenses of administration and operation, including audit and legal costs;
fees and expenses associated with marketing efforts;
dues, fees and charges of any trade association of which we are a member; and
all other expenses reasonably incurred by us or the Administrator in connection with administering our business,
including rent and our allocable portion of the costs and expenses of our chief compliance officer, chief financial
officer and their respective staffs.
During periods of asset growth, we expect our general and administrative expenses to be relatively stable or decline as
a percentage of total assets and increase during periods of asset declines.

Recent Developments

On July 8, 2014, the SEC granted us the Exemptive Relief Order, which permits us to participate in negotiated
investments with our affiliates, subject to certain conditions. The exemptive relief to co-invest with affiliated funds
provides stockholders with access to a broader range of investment opportunities.

On August 1, 2014, we appointed William Markert as Chief Operating Officer.

Consolidated Results of Operations

Comparison of the Three and Six Months Ended June 30, 2014 and June 30,
2013

Investment Income

Investment income for the three and six months ended June 30, 2014 totaled approximately $9.0 million and
approximately $17.3 million, respectively, and was primarily attributable to interest and fees earned from investments
in portfolio companies. This compares to investment income for the three and six months ended June 30, 2013 of
approximately $9.5 million and approximately $17.9 million, respectively. Investment income included fee income,
primarily related to amendments and prepayments, of approximately $0.7 million and approximately $1.1 million for
the three and six months ended June 30, 2014, respectively, and approximately $0.4 million and approximately $0.6
million for the three and six months ended June 30, 2013, respectively.

Operating Expenses

Expenses for the three and six months ended June 30, 2014 were approximately $5.0 million and approximately $9.3
million, respectively. This compares to expenses for the three and six months ended June 30, 2013 of approximately
$4.6 million and approximately $9.0 million, respectively.

Interest expense on our Credit Facility, Senior Notes and Unsecured Term Loan (each as defined below under
Financial Condition, Liquidity and Capital Resources ) for the three and six months ended June 30, 2014 totaled
approximately $1.4 million and approximately $2.7 million, respectively. We incurred interest expense of
approximately $1.3 million and approximately $2.7 million on our Credit Facility and Unsecured Term Loan for the
three and six months ended June 30, 2013, respectively. The Senior Notes were issued on July 23, 2013 and therefore
interest expense for the three and six months ended June 30, 2013 does not include any interest on these securities.
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Base management fees totaled approximately $1.7 million and approximately $3.1 million for the three and six
months ended June 30, 2014, respectively, and approximately $1.2 million and approximately $2.3 million for the
three and six months ended June 30, 2013, respectively. In accordance with the Investment Advisory Agreement and
our fee waiver agreement with WhiteHorse Advisers, cash and cash equivalents were excluded from the calculation of
base management fees in determining the average carrying value of consolidated gross assets as of December 31, 2013
and March 31, 2014 for the three and six months ended June 30, 2014, and in determining the average carrying value
of consolidated gross assets as of December 31, 2012, March 31, 2013 and June 30, 2013 for the three and six months
ended June 30, 2013.
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Performance based incentive fees totaled approximately $1.0 million and approximately $1.1 million for the three and
six months ended June 30, 2014, respectively, and approximately $1.2 million and approximately $2.2 million, for the
three and six months ended June 30, 2013, respectively. Incentive fees for the six months ended June 30, 2014 were
lower than for the six months ended June 30, 2013 due to the application of the hurdle rate in the Investment Advisory
Agreement.

Administrative service fees for the three and six months ended June 30, 2014 totaled approximately $0.4 million and
approximately $0.7 million, respectively. This compares to administrative service fees of approximately $0.4 million
and approximately $0.8 million for the three and six months ended June 30, 2013, respectively.

General and administrative expenses were approximately $0.6 million and approximately $1.6 million during the three
and six months ended June 30, 2014, respectively, and approximately $0.5 million and approximately $1.1 million for
the three and six months ended June 30, 2013, respectively. General and administrative expenses for the six months
ended June 30, 2014 included capital markets-related professional fees of approximately $0.4 million. No capital
markets-related professional fees were incurred during the six months ended June 30, 2013.

Net Realized and Unrealized Gains or Losses on Investments
We incurred no realized gains or losses for the three or six months ended June 30, 2014 or 2013.

For the three and six months ended June 30, 2014, we incurred net unrealized appreciation of approximately $1.0
million and approximately $3.4 million, respectively. For the three and six months ended June 30, 2013, we incurred
net unrealized depreciation of approximately $1.7 million and approximately $2.2 million, respectively. Unrealized
appreciation and depreciation arose from credit-related adjustments and the reversal of unrealized depreciation or
appreciation due to repayments or disposals.

Comparison of the Years Ended December 31, 2013 and December 31, 2012

The consolidated results of operations for the year ended December 31, 2013 are not directly comparable to the prior
year because the year ended December 31, 2012 includes operating results prior to the BDC Conversion and prior to
the execution of our Investment Advisory Agreement, Administration Agreement and certain of our debt agreements.

Investment Income
Investment income for the years ended December 31, 2013 and 2012, respectively, totaled approximately $37.6
million and approximately $44.8 million and was primarily attributable to interest and fees earned from investments in
portfolio companies. Investment income included fee income, primarily related to amendments and prepayments, of
approximately $3.5 million and approximately $2.3 million for the years ended December 31, 2013 and 2012,
respectively. Investment income was lower during 2013 than during 2012 primarily because we distributed assets of
approximately $102.9 million to members of WhiteHorse Finance, LLC prior to the BDC Conversion.
Operating Expenses

Expenses were approximately $18.3 million and approximately $2.6 million for the years ended December 31, 2013
and 2012, respectively.

Interest expense on our Credit Facility, Senior Notes and Unsecured Term Loan totaled approximately $5.3 million
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and approximately $1.1 million for the years ended December 31, 2013 and 2012, respectively.

Base management fees and performance-based incentive fees totaled approximately $4.8 million and approximately
$4.8 million, respectively, for the year ended December 31, 2013, and approximately $0.3 million and zero,
respectively, for the year ended December 31, 2012. In accordance with the Investment Advisory Agreement and

WhiteHorse Advisers agreement to waive that portion of the base management fee payable with respect to cash and
cash equivalents and restricted cash and cash equivalents to which it would otherwise be entitled under the Investment
Advisory Agreement, cash and cash equivalents were excluded from the calculation of base management fees for the
years ended December 31, 2013 and 2012. Administrative fees totaled approximately $1.2 million and approximately
$0.1 million for the years ended December 31, 2013 and 2012, respectively.
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Interest expense, investment advisory fees or administrative fees incurred were lower during 2012 than during 2013

because the Investment Advisory Agreement and Administration Agreement were not in effect until after the BDC

Conversion. Furthermore, our debt agreements, described in further detail below, were not in place for the full year
ended December 31, 2012.

Net Realized and Unrealized Gains or Losses on Investments

There were no realized gains or losses for the year ended December 31, 2013. We incurred realized losses of $2.8
million for the year ended December 31, 2012. These losses were attributable primarily to assets distributed to the
members of WhiteHorse Finance, LLC prior to the completion of the BDC Conversion.

For the year ended December 31, 2013, we incurred net unrealized depreciation of approximately $0.3 million, due to
net negative credit-related adjustments which caused a decrease in fair value and the reversal of unrealized
appreciation or depreciation on investments disposed of during the year.

For the year ended December 31, 2012, we experienced net unrealized appreciation of approximately $0.1 million due
to net positive credit related adjustments which caused an increase in fair value and the reversal of unrealized
appreciation or depreciation on investments disposed of during the year.

Financial Condition, Liquidity and Capital Resources

As a business development company, we distribute substantially all of our net income to our stockholders. We
generate cash primarily from offerings of securities, the Credit Facility and cash flows from operations, including
interest earned from the temporary investment of cash in U.S. government securities and other high-quality debt
investments that mature in three months or less.

Any decision to sell shares below the then-current net asset value per share of our common stock is subject to
stockholder approval and a determination by our board of directors that such issuance and sale is in our and our
stockholders best interests. On August 1, 2014, our stockholders approved a proposal authorizing us, with the
approval of our board of directors, to sell shares of our common stock during the next 12 months at a price below the
then-current net asset value per share, subject to certain limitations as described in the proxy statement for our annual
meeting of stockholders. Any sale or other issuance of shares of our common stock at a price below net asset value per
share results in immediate dilution to our stockholders interests in our common stock and a reduction in our net asset
value per share.

We expect to fund a portion of our investments through future borrowings under the Credit Facility. In the future, we
may obtain borrowings under other credit facilities and from issuances of senior securities. We may also borrow funds
to the extent we determine that additional capital would allow us to take advantage of additional investment
opportunities, if the market for debt financing presents attractively priced debt financing opportunities or if our board
of directors determines that leveraging our portfolio would be in our best interest and the best interests of our
stockholders.

We generally are required to meet an asset coverage ratio of total assets to total borrowings and other senior securities,
which include all of our borrowings and any preferred stock that we may issue in the future, of at least 200%. If this
ratio declines below 200%, we cannot incur additional debt and could be required to sell a portion of our investments
to repay some debt when it is disadvantageous to do so. This could have a material adverse effect on our operations,
and we may not be able to make distributions. The amount of leverage that we employ will depend on our Investment
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Adviser s and our board of directors assessment of market and other factors at the time of any proposed borrowing. We
cannot assure you that we will be able to obtain credit at all or on terms acceptable to us. We may also borrow
amounts up to 5% of the value of our total assets for temporary or emergency purposes without regard to asset

coverage.

Restricted cash and cash equivalents include amounts that are collected and held by the trustee appointed as custodian
of the assets securing the Credit Facility. Restricted cash is held by the trustee for the payment of interest expense and
principal on the outstanding borrowings or reinvestment into new assets. Restricted cash that represents interest or fee
income is transferred to unrestricted cash accounts by the trustee once a quarter after the payment of operating
expenses and amounts due under the Credit Facility.
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Comparison of the Six Months Ended June 30, 2014 and June 30, 2013

Our operating activities used cash and cash equivalents of approximately $92.6 million during the six months ended
June 30, 2014, primarily for the net acquisition of investments. Our financing activities provided cash and cash
equivalents of approximately $6.5 million during the six months ended June 30, 2014, primarily from borrowings
under the Credit Facility, partially offset by the payment of distributions to stockholders.

Our operating activities used cash and cash equivalents of approximately $27.7 million during the six months ended
June 30, 2013, primarily for the net acquisitions of investments. Our financing activities used cash and cash
equivalents of approximately $37.1 million during the six months ended June 30, 2013, primarily for the repayment of
borrowings under the Credit Facility and the payment of distributions to stockholders.

As of June 30, 2014, we had cash and cash equivalents resources of approximately $10.8 million, including
approximately $4.0 million of restricted cash. As of the same date, we had approximately $108.0 million undrawn and
available to be drawn based on the collateral and portfolio quality requirements stipulated in the related credit and
security agreement.

As of June 30, 2013, we had cash and cash equivalents resources of approximately $103.3 million, including
approximately $12.0 million of restricted cash. As of the same date, we had approximately $128.7 million undrawn
under the Credit Facility, of which approximately $69.4 million was available to be drawn based on the collateral and
portfolio quality requirements stipulated in the related credit and security agreement.

Comparison of the Years Ended December 31, 2013 and December 31, 2012

Our operating activities used cash and cash equivalents of approximately $13.3 million during the year ended
December 31, 2013, primarily for the net acquisitions of investments. Our financing activities used cash and cash
equivalents of approximately $49.9 million during the year ended December 31, 2013, primarily for the repayment of
borrowings under the Credit Facility and the payment of distributions to stockholders.

Our operating activities provided cash and cash equivalents of approximately $31.4 million during the year ended
December 31, 2012, primarily from the net disposition of investments. Our financing activities provided cash and cash
equivalents of approximately $124.7 million during the year ended December 31, 2012, primarily from borrowings
under the Credit Facility.

As of December 31, 2013, we had cash and cash equivalents resources of approximately $96.0 million, including
approximately $3.1 million of restricted cash. As of the same date, we had approximately $125.0 million undrawn
under the Credit Facility, of which approximately $95.0 million was available to be drawn based on the collateral and
portfolio quality requirements stipulated in the related credit and security agreement.

As of December 31, 2012, we had cash and cash equivalents resources of approximately $187.8 million, including
approximately $31.6 million of restricted cash. As of the same date, we had approximately $98.7 million undrawn
under the Credit Facility, of which approximately $4.5 million was available to be drawn based on the collateral and
portfolio quality requirements stipulated in the related credit and security agreement.

We monitor and, to the extent practicable, intend to maintain a leverage ratio that is consistent with the leverage ratio
maintained by other listed business development companies.
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On September 27, 2012, our wholly owned subsidiary, WhiteHorse Warehouse, entered into the $150 million secured
revolving Credit Facility with an asset-backed commercial paper conduit, for which Natixis, New York Branch,
provides liquidity support, to finance the business of WhiteHorse Warehouse in acquiring, managing and financing
loans consistent with our investment strategy. As of June 30, 2014 and December 31, 2013 and 2012, we had $42.0
million, $25.0 million and $51.3 million, respectively, in outstanding borrowings under the Credit Facility and, based
on the collateral and portfolio requirements stipulated in the Credit Facility agreement, approximately $128.0 million,
approximately $95.0 million and
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approximately $4.5 million, respectively, were available to be drawn on such dates. The Credit Facility is secured by
all of the assets of WhiteHorse Warehouse, which included loans with a fair value of approximately $216.3 million,
approximately $206.8 million and approximately $144.1 million as of June 30, 2014 and December 31, 2013 and
2012, respectively.

The Credit Facility includes customary events of default for credit facilities of this nature, including breaches of
representations, warranties or covenants by WhiteHorse Warehouse or by us, insolvency events affecting WhiteHorse
Warehouse or us, the occurrence of a change in control, failure to maintain certain overcollateralization ratios required

under the Credit Facility, if we or an approved affiliate or successor collateral manager cease to act as collateral

manager, if we or one of our executive officers commits fraud or is indicted for a felony with respect to the Credit
Facility or if we, one of our investment advisory affiliates or any of their respective executive officers commits fraud
or is indicted for a felony in the performance of similar investment advisory services for others.

All amounts outstanding under the Credit Facility are scheduled to mature on September 27, 2020. Other than as
described below in this paragraph, each loan made under the Credit Facility bears interest at an applicable commercial
paper rate plus 2.25% (if the lender is a commercial conduit which has funded the loan through the issuance of
commercial paper) or at LIBOR plus 2.75% (if the lender is not a commercial paper conduit or has not otherwise
funded the loan through the issuance of commercial paper). We also incur a commitment fee of 1.00% per annum on
any undrawn balance. Our ability to draw under the Credit Facility is scheduled to terminate 24 months after the
closing date of the Credit Facility. At the expiration of the reinvestment period on September 27, 2014, the interest
rate on borrowings under the Credit Facility will increase by 0.50%. Following an event of default, the interest rate
applicable on obligations under the Credit Facility that are not paid when due will increase by 2.00% per annum. If the
commercial paper rate or LIBOR cannot be determined or it is illegal for a lender to charge such rate, then the interest
rate applicable under the Credit Facility will be a base rate equal to the highest of the prime rate as announced in The
Wall Street Journal, the federal funds rate plus 0.50% or a specified LIBOR, in each case as defined in the Credit
Facility.

If we fail to perform our obligations under the Credit Facility or the related loan sale agreement and collateral
management agreement, an event of default may occur under the Credit Facility, which could cause the Lender to
accelerate all of the outstanding debt and other obligations under the Credit Facility or to exercise other remedies

under the Credit Facility. Any such developments could have a material adverse effect on our financial conditions and
results of operations. In anticipation of the expiration of the reinvestment period under the Credit Facility on
September 27, 2014, we are discussing refinancing options with the lender and other prospective lenders.

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

Senior Notes

On July 23, 2013, we completed a public offering of $30.0 million of aggregate principal amount of the Senior Notes,
6.50% senior notes due 2020, the net proceeds of which were used to reduce outstanding obligations under our
unsecured term loan. Interest on the Senior Notes is paid quarterly on March 31, June 30, September 30 and
December 31, at an annual rate of 6.50%. The Senior Notes mature on July 31, 2020. The Senior Notes are our direct
senior unsecured obligations, rank senior to our unsecured term loan and are structurally subordinate to borrowings
under the Credit Facility. The Senior Notes are listed on The NASDAQ Global Select Market under the symbol
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Unsecured Term Loan

On November 8, 2012, we entered into a $90 million unsecured term loan agreement with Citibank, N.A., as the sole
lead arranger, and H.I.G. Bayside Loan Opportunity Fund II, L.P., or Loan Fund II, as guarantor. On July 9, 2013, we
amended the terms of our unsecured term loan to subordinate the unsecured term loan to the Senior Notes. On July 19,

2013, we further amended the terms of the unsecured term loan to lower the annual interest rate from LIBOR
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plus 2.75% to LIBOR plus 2.20%. The amendment also extended the maturity date by one year to July 3, 2015. On
July 24, 2013, we repaid $35 million of our original borrowings. Under the terms of the amended unsecured term loan,
with respect to which we pledged no collateral to the lenders, we are required to pay interest monthly at the annual
rate, except at our option and under certain other circumstances at one of several other interest rates. The unsecured
term loan is subject to customary covenants and events of default, such as failure to pay the principal of, or interest on,
the unsecured term loan, certain events of bankruptcy, insolvency or reorganization occur or a payment default under
certain of our other debt obligations. The unsecured term loan includes customary restrictions that limit our ability to
pay dividends under certain circumstances, to merge with another entity unless we are the surviving entity following
the merger and to amend our organizational documents. Loan Fund II has guaranteed our obligation to make payments
under the unsecured term loan. Loan Fund II, as the guarantor of the unsecured term loan, has the right to require the
lenders to assign the loan to it under certain circumstances. We are permitted to prepay amounts outstanding under the
unsecured term loan in whole or in part without penalty.

Distributions

During the three and six months ended June 30, 2014 and the years ended December 31, 2013 and 2012, we declared
distributions of $0.355, $0.710, $1.420 and $0.108 per share, respectively, for total distributions of $5.3 million, $10.6
million, $21.3 million and $1.6 million. Prior to the BDC Conversion, we did not have common shares outstanding.
We monitor available net investment income to determine if a return of capital for taxation purposes may occur for the
fiscal year.

To the extent our taxable earnings fall below the total amount of our distributions for any given fiscal year, a portion
of those distributions may be deemed to be a return of capital to our common stockholders. During the three and six
months ended June 30, 2014, distributions to stockholders included a return of capital for tax purposes, which we
estimate to be approximately $1.3 million and approximately $2.7 million, respectively, based on current earnings for
the fiscal year ending December 31, 2014. For the years ended December 31, 2013 and 2012, distributions to
stockholders did not include a return of capital for tax purposes. The specific tax characteristics of each distribution
are reported to stockholders on Form 1099-DIV after the end of each calendar year. Stockholders should read any
written disclosure accompanying a distribution payment carefully and should not assume that the source of any
distribution is our ordinary income or gains.

Portfolio Investments and Yield

As of June 30, 2014, our investment portfolio consisted primarily of senior secured loans across 30 positions with an
aggregate fair value of approximately $347.1 million and a principal balance outstanding of approximately $349.3
million. As of that date, the majority of our portfolio was comprised of senior secured loans to small-cap borrowers
and consisted of approximately 93.5% variable-rate investments (indexed to LIBOR), which we believe positions our
portfolio well for a potential rising interest rate environment. As of June 30, 2014, our portfolio had an average
investment size of approximately $11.6 million, with investment sizes ranging from $0.2 million to $35.1 million and
a weighted average yield of 10.6%.

As of June 30, 2013, our investment portfolio consisted of senior secured loans across 15 positions with an aggregate
fair value of approximately $237.7 million and a principal balance outstanding of approximately $241.6 million. As of
that date, the majority of our portfolio was comprised of senior secured loans to small-cap borrowers and consisted of
approximately 80.1% variable-rate investments (indexed to LIBOR), which we believe positions our portfolio well for
a potential rising interest rate environment. As of June 30, 2013, our portfolio had an average investment size of
approximately $15.8 million, with investment sizes ranging from $1.0 million to $59.7 million and a weighted average
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As of December 31, 2013, our investment portfolio consisted of senior secured loans across 21 positions with an
aggregate fair value of approximately $272.4 million and a principal balance outstanding of approximately $276.8
million. As of that date, the majority of our portfolio was comprised of senior secured loans to small-cap borrowers
and consisted of approximately 88.4% variable-rate investments (indexed to LIBOR). As of December 31, 2013, our
portfolio had an average investment size of approximately $13.0 million, with investment sizes ranging from $1.0
million to $33.6 million and a weighted average cash yield of 10.9%.

As of December 31, 2012, our investment portfolio consisted of senior secured loans across eight positions with an
aggregate fair value of approximately $180.5 million and a principal balance outstanding of

57

Portfolio Investments and Yield 114



Edgar Filing: WhiteHorse Finance, Inc. - Form N-2/A

TABLE OF CONTENTS

approximately $181.6 million. As of that date, the majority of our portfolio was comprised of senior secured loans to
small-cap borrowers and consisted of 73.1% variable-rate investments (indexed to LIBOR). As of December 31, 2012,
our portfolio had an average investment size of $22.6 million, with investment sizes ranging from $1.4 million to
$60.9 million and a weighted average cash yield of 14.2%.

For the six months ended June 30, 2014, we invested approximately $105.3 million in 10 new portfolio companies,
offset by net repayments of approximately $35.1 million. Gross repayments were comprised of refinancings of
approximately $19.0 million and scheduled repayments of approximately $16.1 million.

For the year ended December 31, 2013, we invested approximately $205.7 million in new and existing portfolio
companies, offset by net repayments of approximately $115.9 million. Net repayments consisted of gross repayments
of approximately $169.5 million, less approximately $53.6 million redeployed in new facilities at some of those same

companies through refinancing activity. Gross repayments included approximately $46.1 million related to those
refinancings, approximately $17.5 million of scheduled repayments and approximately $105.9 million of unscheduled

repayments. On a gross basis, ignoring the impact of refinancings, WhiteHorse Finance invested approximately
$259.2 million in 19 companies.

We actively monitor and manage our portfolio with regard to individual company performance as well as general
market conditions. Investment decisions on new originations generally include an analysis of the impact of the new
loan on our broader portfolio, including a top-down assessment of portfolio diversification and risk exposure. This

assessment includes a review of portfolio concentration by issuer, industry, geography and type of credit as well as an
evaluation of our portfolio s exposure to macroeconomic factors and cyclical trends.

We believe that consistent, active monitoring of individual companies and the broader market is integral to portfolio
management and a critical component of our investment process. Our Investment Adviser uses several methods to
evaluate and monitor the performance and fair value of our investments, which may include the following:

frequent discussions with management and sponsors, including board observation rights where possible;
comparing/analyzing financial performance to the portfolio company s business plan, as well as our internal
projections developed at underwriting;
tracking portfolio company compliance with covenants as well as other metrics identified at initial investment stage,
such as acquisitions, divestitures, product development and specified management hires; and
periodic review by the investment committee of each asset in the portfolio and more rigorous monitoring of watch list
positions.

As part of the monitoring process, our Investment Adviser regularly assesses the risk profile of each of our
investments and, on a quarterly basis, grades each investment on a risk scale of 1 to 5. This risk rating system is
intended to identify and assess risks relative to when we initially made the investment and could be impacted by such
factors as company-specific performance, changes in collateral, changes in potential exit opportunities or
macroeconomic conditions.

All investments are initially assigned a rating of 2, as this grade represents a company that is meeting initial
expectations with regard to performance and outlook. A rating may be improved to a 1 if, in the opinion of our
Investment Adviser, a portfolio company s risk of loss has been reduced relative to initial expectations. An investment
will be assigned a rating of 3 if the risk of loss has increased relative to initial expectations and will be assigned a
rating of 4 if our investment principal is at a material risk of not being fully repaid. A rating of 5 indicates an
investment is in payment default and has significant risk of not receiving full repayment.
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The following table shows the distribution of our investments on the 1 to 5 investment performance rating scale at fair
value as of June 30, 2014, December 31, 2013 and December 31, 2012:

June 30, 2014 December 31, 2013 December 31, 2012
Investments Investments Investments
at Fair  Percentage at Fair Percentage atFair Percentage of
Investment Performance Rating Value  of Total Value  of Total Value  Total
(In Portfolio (In Portfolio (In Portfolio
Millions) Millions) Millions)
1 $21.4 62 % $ 00 % $ 0.0 %
2 3148  90.7 2517 924 180.5  100.0
3 10.9 3.1 20.7 7.6 0.0
4 0.0 0.0 0.0
5 0.0 0.0 0.0
Total $347.1 1000 % $2724 1000 % $180.5 100.0 %

Off-Balance Sheet Arrangements

We may become a party to financial instruments with off-balance sheet risk in the normal course of our business to
meet the financial needs of our portfolio companies. These instruments may include commitments to extend credit and
involve, elements of liquidity and credit risk in excess of the amount recognized on the statements of assets and
liabilities. As of June 30, 2014 and December 31, 2013 and 2012, respectively, we had commitments to fund
approximately $21.0 million, $1.2 million and $1.1 million of revolving lines of credit or delayed draw facilities.
During the three and six months ended June 30, 2014, we did not fund any commitments that were outstanding as of
December 31, 2013. During the year ended December 31, 2013, we funded commitments of approximately $1.1
million that were outstanding as of December 31, 2012.

Contractual Obligations

A summary of our significant contractual payment obligations as of June 30, 2014 is as follows:

Payments Due by Period (Dollars in millions)

Less
Total Than 1 3 35 More Than
Years Years 5 Years

1 Year
Credit facility $420 $ $ $ $ 42.0
Senior notes 30.0 30.0
Unsecured term loan 55.0 55.0
Total contractual obligations $1270 $ $550 $ $ 72.0

As of June 30, 2014, we had approximately $108.0 million of unused borrowing capacity under the Credit Facility, all
of which was available to be drawn.

We entered into the Investment Advisory Agreement with WhiteHorse Advisers in accordance with the 1940 Act. The
Investment Advisory Agreement became effective upon the pricing of the IPO. Under the Investment Advisory
Agreement, WhiteHorse Advisers manages our day-to-day investment operations and provides us with access to
personnel and an investment committee and certain other resources so that we may fulfill our obligation to act as
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collateral manager of WhiteHorse Warehouse under the Credit Facility. Payments under the Investment Advisory
Agreement in future periods will be equal to (1) a management fee equal to 2% of the value of our consolidated gross
assets and (2) an incentive fee based on our performance. See Item 1 Business Management Agreements Investment
Advisory Agreement.

We also entered into the Administration Agreement with WhiteHorse Administration on December 4, 2012. Pursuant
to the Administration Agreement, WhiteHorse Administration furnishes us with office facilities and administrative
services necessary to conduct our day-to-day operations. WhiteHorse Administration also furnishes us with the
resources necessary for us to act as collateral manager to WhiteHorse Warehouse under the Credit Facility. If
requested to provide managerial assistance to our portfolio companies, WhiteHorse Administration will be paid an
additional amount based on the services provided, which amount will not, in any case, exceed the amount we receive
from the portfolio companies for such services. Payments under the Administration Agreement will be based upon our
allocable portion of WhiteHorse Administration s overhead expenses in performing its obligations under the

Administration Agreement, including rent and our allocable portion of the costs of our chief
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compliance officer, chief financial officer and chief operating officer along with their respective staffs. See Item 1
Business Management Agreements Administration Agreement.

Related Party Transactions

We have entered into a number of business relationships with affiliated or related parties, including the following:

WhiteHorse Advisers manages the day-to-day operations of, and provides investment management services to, us
pursuant to the Investment Advisory Agreement.

WhiteHorse Administration provides us with the office facilities and administrative services, including access to the
resources necessary for us to perform our obligations as collateral manager of WhiteHorse Warehouse under the
Credit Facility, pursuant to the Administration Agreement.

We have entered into a license agreement with an affiliate of H.I.G. Capital pursuant to which we have been granted a
non-exclusive, royalty-free license to use the WhiteHorse name.

Concurrent with the closing of our IPO, certain of our directors and officers, the managers of our Investment Adviser
and their immediate family members or entities owned by, or family trusts for the benefit of, such persons, purchased
an additional 472,673 shares through the Concurrent Private Placement for proceeds to us of approximately $7.1
million. We received the full proceeds from the sale of these shares, and no underwriting discounts or commissions
were paid in respect of these shares.

WhiteHorse Advisers or its affiliates may have other clients with similar, different or competing investment
objectives. In serving in these multiple capacities, WhiteHorse Advisers or its affiliates may have obligations to other
clients or investors in those entities, the fulfillment of which may not be in the best interests of us or our stockholders.

As aresult, WhiteHorse Advisers or its affiliates may face conflicts in the allocation of investment opportunities
among us and other investment funds or accounts advised by or affiliated with WhiteHorse Advisers. WhiteHorse
Advisers or its affiliates will seek to allocate investment opportunities among eligible accounts in a manner that is fair
and equitable over time and consistent with its allocation policy. However, we can offer no assurance that such
opportunities will be allocated to us fairly or equitably in the short-term or over time

We have adopted a formal code of ethics that governs the conduct of our and our Investment Adviser s officers,
directors and employees. Our officers and directors also remain subject to the duties imposed by both the 1940 Act
and the DGCL.

Critical Accounting Policies

The preparation of our financial statements in accordance with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses. Changes in the
economic environment, financial markets and any other parameters used in determining such estimates could cause
actual results to differ. We have identified the following as critical accounting policies.

Basis for Consolidation

Under the investment company rules and regulations pursuant to the American Institute of Certified Public
Accountants Audit and Accounting Guide for Investment Companies, codified in Topic 946, Financial
Services-Investment Companies, or ASC Topic 946, we are precluded from consolidating any entity other than
another investment company. We generally consolidate any investment company when we own 100% of its partners
or members capital or equity units. ASC Topic 946 also provides an exception to the aforementioned if the investment
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company has an investment in a controlled operating company that provides substantially all of its services to the
investment company. We own a 100% equity interest in WhiteHorse Warehouse, which is deemed to be an investment
company. As such, we have consolidated the accounts of WhiteHorse Warehouse into our financial statements.

Valuation of Portfolio Investments

We value our investments in accordance with ASC Topic 820 Fair Value Measurements and Disclosures. ASC Topic
820 defines fair value, establishes a framework for measuring fair value and expands disclosures about assets and
liabilities measured at fair value. ASC Topic 820 s definition of fair value focuses
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on exit price in the principal, or most advantageous, market and prioritizes the use of market-based inputs over
entity-specific inputs within a measurement of fair value.

Our portfolio consists primarily of debt investments. These investments are valued at their bid quotations obtained
from unaffiliated market makers or other financial institutions that trade in similar investments or based on prices
provided by independent third party pricing services. For investments where there are no available bid quotations, fair
value is derived using proprietary models that consider the analyses of independent valuation agents as well as credit
risk, liquidity, market credit spreads and other applicable factors for similar transactions.

Due to the nature of our strategy, our portfolio includes relatively illiquid investments that are privately held.
Valuations of privately held investments are inherently uncertain, may fluctuate over short periods of time and may be
based on estimates. The determination of fair value may differ materially from the values that would have been used if

a ready market for these investments existed. Our net asset value could be materially affected if the determinations
regarding the fair value of our investments were materially higher or lower than the values that we ultimately realize
upon the disposal of such investments.

Our board of directors 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.

The valuation process is conducted at the end of each fiscal quarter, with a portion of our valuations of portfolio
companies without market quotations subject to review by one or more independent valuation firms each quarter.
When an external event occurs with respect to one of our portfolio companies, such as a purchase transaction, public
offering or subsequent equity sale occurs, we expect to use the pricing indicated by such external event to corroborate
our valuation.

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

Our quarterly valuation process begins with each portfolio company or investment being initially valued by
investment professionals of our Investment Adviser responsible for credit monitoring.
Preliminary valuation conclusions are then documented and discussed with our investment committee and our
Investment Adviser.

The audit committee of the board of directors reviews these preliminary valuations.

At least once annually, the valuation for each portfolio investment is reviewed by an independent valuation firm.
The board of directors discusses valuations and determines the fair value of each investment in our portfolio in good
faith.

Fair value is the price that would be received in the sale of an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Where available, fair value is based on observable
market prices or parameters, or derived from such prices or parameters. Where observable prices or inputs are not
available, valuation models are applied. These valuation models involve some level of management estimation and
judgment, the degree of which is dependent on the price transparency for the instruments or market and the
instruments complexity. Our fair value analysis includes an analysis of the value of any unfunded loan commitments.
Financial investments recorded at fair value in the consolidated financial statements are categorized for disclosure
purposes based upon the level of judgment associated with the inputs used to measure their value. The valuation
hierarchical levels are based upon the transparency of the inputs to the valuation of the investment as of the
measurement date. The three levels are defined as follows:
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Level Quoted prices (unadjusted) for identical assets or liabilities in active public markets that the entity has the
1: ability to access as of the measurement date.
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Level S.igr.li.fi.cant other obgervgble inputs other than Leve} 1 prices su(':h as quoted prices for similar assets or
) liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be
corroborated by observable market data.
Level Significant unobservable inputs that reflect a reporting entity s own assumptions about what market participants
3: would use in pricing an asset or liability.
In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such
cases, a financial instrument s categorization within the fair value hierarchy is based on the lowest level of input that is
significant to the fair value measurement. Our assessment of the significance of a particular input to the fair value
measurement in its entirety requires judgment, and considers factors specific to the financial instrument.

Fair value for each investment is derived using a combination of valuation methodologies that, in the judgment of the
investment committee of the Investment Adviser are most relevant to such investment, including being based on one
or more of the following: (i) market prices obtained from market makers for which the investment committee has
deemed there to be enough breadth (number of quotes) and depth (firm bids) to be indicative of fair value, (ii) the

price paid or realized in a completed transaction or binding offer received in an arms -length transaction, (iii) a
discounted cash flow analysis, (iv) the guideline public company method, (v) the similar transaction method or (vi) the
option pricing method.

Investment Transactions and Related Investment Income and Expense

We record our investment transactions on a trade date basis, which is the date when we have determined that all
material terms have been defined for the transactions. These transactions could possibly settle on a subsequent date
depending on the transaction type. All related revenue and expenses attributable to these transactions are reflected on
our consolidated statement of operations commencing on the trade date unless otherwise specified by the transaction
documents. Realized gains and losses on investment transactions are recorded on the specific identification method.

We accrue interest income if we expect that ultimately we will be able to collect it. Generally, when an interest
payment default occurs on a loan in our portfolio, or if our management otherwise believes that the issuer of the loan
will not be able to service the loan and other obligations, we place the loan on non-accrual status and will cease
recognizing interest income on that loan until all principal and interest is current through payment or until a
restructuring occurs, such that the interest income is deemed to be collectible. However, we remain contractually
entitled to this interest. We may make exceptions to this policy if the loan has sufficient collateral value and is in the
process of collection. Accrued interest is written off when it becomes probable that such interest will not be collected
and the amount of uncollectible interest can be reasonably estimated. Any original issue discounts, as well as any
other purchase discounts or premiums on debt investments, are accreted or amortized to interest income or expense,
respectively, over the maturity periods of the investments.

Interest expense is recorded on an accrual basis. Certain expenses related to legal and tax consultation, due diligence,
rating fees, valuation expenses and independent collateral appraisals may arise when we make certain investments.
These expenses are recognized in the consolidated statement of operations as they are incurred.

Loan Origination, Facility, Commitment and Amendment Fees

We may receive fees in addition to interest income from the loans during the life of the investment. We may receive
origination fees upon the origination of an investment. We defer these origination fees and deduct them from the cost
basis of the investment and subsequently accrete them into income over the term of the loan. We may receive facility,

commitment and amendment fees, which are paid to us on an ongoing basis. We accrue facility fees, sometimes
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referred to as asset management fees, as a percentage periodic fee on the base amount (either the funded facility
amount or the committed principal amount). Commitment fees are based upon the undrawn portion committed by us
and we record them on an accrual basis. Amendment fees are paid in connection with loan amendments and waivers
and we account for them upon completion of the amendments or waivers, generally when such fees are receivable. We
include any such fees in interest income on the consolidated statement of operations.
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Recent Accounting Pronouncements

During June 2013, the Financial Accounting Standards Board issued Accounting Standards Update ( ASU ) 2013-08,
Financial Services  Investment Companies (Topic 946): Amendments to the Scope, Measurement and Disclosure
Requirements ( ASU 2013-08 ), containing new guidance on assessing whether an entity is an investment company,
requiring non-controlling ownership interests in investment companies to be measured at fair value and requiring
certain additional disclosures. This guidance is effective for annual and interim periods beginning on or after
December 15, 2013. The adoption of ASU 2013-08 did not have a material impact on our consolidated financial
position or disclosures.

Distributions

Dividends and distributions to common stockholders are recorded on the ex-dividend date. Quarterly distribution
payments are determined by the board of directors and are paid from taxable earnings estimated by management and
may include a return of capital and/or capital gains. Net realized capital gains, if any, are distributed at least annually,

although we may decide to retain such capital gains for investment.

We have adopted and maintain an opt out a dividend reinvestment plan that provides for reinvestment of our
dividends and other distributions on behalf of our stockholders, unless a stockholder elects to receive cash as provided
below. As a result, if the board of directors authorizes, and we declare, a cash dividend or other distribution, then our
stockholders who have not opted out of our dividend reinvestment plan will have their cash distribution automatically
reinvested in additional shares of our common stock acquired by AST through open-market purchases, rather than
receiving the cash distribution. No new shares were issued to fulfill the dividend reinvestment.

No action is required on the part of a registered stockholder to have their cash dividend or other distribution reinvested
in shares of our common stock. A registered stockholder may elect to receive an entire distribution in cash by
notifying American Stock Transfer & Trust Company, LLC, the plan administrator and our transfer agent and

registrar, in writing so that such notice is received by the plan administrator no later than the record date for
distributions to stockholders. The plan administrator will set up an account for shares acquired through the plan for
each stockholder who has not elected to receive dividends or other distributions in cash and hold such shares in
non-certificated form. Upon request by a stockholder participating in the plan, received in writing not less than 10
days prior to the record date, the plan administrator will, instead of crediting shares to the participant s account, issue a
certificate registered in the participant s name for the number of whole shares of our common stock and a check for
any fractional share. The plan administrator is authorized to deduct a $15.00 transaction fee plus a $0.10 per share
brokerage commission from the proceeds of the sale of any fractional share of common stock.

Stockholders who receive dividends and other distributions in the form of stock are subject to the same U.S. federal,
state and local tax consequences as are stockholders who elect to receive their distributions in cash. Stockholders

participating in our dividend reinvestment plan will not receive any corresponding cash distributions with which to

pay any such applicable taxes. A stockholder s basis for determining gain or loss upon the sale of stock received in a
dividend or other distribution from us will be equal to the total dollar amount of the dividend or other distribution

payable to the stockholder. Any stock received in a dividend or other distribution will have a new holding period for
tax purposes commencing on the day following the day on which the shares are credited to the U.S. stockholder s

account.

Participants may terminate their accounts under the plan by notifying the plan administrator via its website at
www.amstock.com, by filling out the transaction request form located at bottom of their statement and sending it to the
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plan administrator of the address below. Such termination will be effective immediately if the participant s notice is
received by the plan administrator at least three days prior to any payment date; otherwise, such termination will be
effective only with respect to any subsequent dividend or other distribution.

The plan may be terminated by us upon notice in writing mailed to each participant at least 30 days prior to any record
date for the payment of any dividend by us. All correspondence concerning the plan should be directed to the plan
administrator by mail at American Stock Transfer & Trust Company, P.O. Box 922, Wall Street Station, New York,

New York 10269, or by the Plan Administrator s Interactive Voice Response System at: 1-888-777-0320.
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Those stockholders whose shares are held by a broker or other financial intermediary may receive dividends and other
distributions in cash by notifying their broker or other financial intermediary of their election.

Income Tax

As a business development company, we elected to be treated as a RIC under Subchapter M of the Code for the period
beginning with commencing with the fiscal period ended December 31, 2012, and intend to qualify thereafter.

We comply with all RIC qualification provisions contained in the Code including certain source-of-income and asset
diversification requirements as well as the annual distribution requirements to our stockholders requiring distributions
of an amount at least equal to 90% of investment company taxable income. Investment company taxable income is
generally defined as net ordinary income plus the excess of realized net short-term capital gains over realized net
long-term capital losses. As a RIC, we do not have to pay corporate-level U.S. federal income taxes on any net
ordinary income or capital gains that we distribute to our stockholders in a timely manner. However, we are subject to
U.S. federal income taxes at regular corporate tax rates on any net ordinary income or net capital gain not distributed
to our stockholders assuming an amount at least equal to 90% of our investment company taxable income is annually
distributed.

We may choose to retain net capital gains or any investment company taxable income, and pay the associated U.S.
federal corporate income tax, including a 4% nondeductible U.S. federal excise tax. We expect to make sufficient
distributions to avoid being subject to any U.S. federal excise tax.

Quantitative and Qualitative Disclosures About Market Risk

We are subject to financial market risks, including changes in interest rates. During the period covered by our
financial statements, many of the loans in our portfolio had floating interest rates, and we expect that many of our
loans to portfolio companies in the future will also have floating interest rates. These loans are usually based on a
floating rate based on LIBOR that resets quarterly to the applicable LIBOR. Interest rate fluctuations may have a
substantial negative impact on our investments, the value of our common stock and our rate of return on invested
capital. Since we plan to use debt to finance investments, our net investment income will depend, in part, upon the

difference between the rate at which we borrow funds and the rate at which we invest those funds. As a result, we can
offer no assurance that a significant change in market interest rates will not have a material adverse effect on our net
investment income.

Assuming that the consolidated statement of financial condition as of June 30, 2014 were 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 in  Increase in

. o Net Increase
Basis point increase Interest Interest

Income Expense (Decrease)
100 $ 575 $ 970 $ 395 )
200 3,287 1,940 1,347
300 6,450 2,910 3,540
400 9,612 3,880 5,732
500 12,775 4,850 7,925
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As of June 30, 2014 and December 31, 2013, each of the floating rate investments in our portfolio had an interest rate
floor. Variable-rate investments subject to a floor generally reset periodically to the applicable floor and, in the case of
investments in our portfolio, quarterly to a floor based on LIBOR, only if the floor exceeds the index. Under these
loans, we do not benefit from increases in interest rates until such rates exceed the floor and thereafter benefit from
market rates above any such floor.

Although management believes that this analysis is indicative of our existing sensitivity to interest rate changes, it
does not adjust for changes in the credit markets, the size, credit quality or composition of the assets in our portfolio
and other business developments, including borrowing, that could affect net increase in net assets resulting from
operations or net income. It also does not adjust for the effect of the time-lag
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between a change in the relevant interest rate index and the rate adjustment under the applicable loan. Accordingly, we
can offer no assurances that actual results would not differ materially from the statement 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.
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PRICE RANGE OF COMMON STOCK

Our common stock began trading on December 5, 2012 and is currently traded on The NASDAQ Global Select
Market under the symbol WHEF. The following table sets forth, for each fiscal quarter from December 5, 2012 to June
30, 2014, the NAV per share of our common stock, the high and low closing sales price for our common stock, such
closing sales price as a premium or discount to our NAV per share and quarterly distributions per share.

Closing Sales Premium

Price (Discount) ODfl fg‘;l/m
of High Declared
. . Sales Sgles Distributions

Period NAV(MD) High Low . Price to

Price to NAV®

NAV®
Fiscal year ending December 31, 2014
Third Quarter (through August 12,2014) N/A  $14.38 $13.81 N/A N/A N/A
Second Quarter $1521 1466 13.11 (B.6 )% (13.8)% $ 0.355
First Quarter 15.23 15.17 14.02 (04 ) (7.9 ) 0.355
Fiscal year ended December 31, 2013
Fourth Quarter $15.16 $15.74 $14.63 38 % (3.5 Y% $ 0.355
Third Quarter 15.09 1585 1471 5.0 2.5 ) 0.355
Second Quarter 15.04 1599 1435 6.3 4.6 ) 0.355
First Quarter 15.18 15.83 1471 43 (3.1) 0.355
Fiscal year ended December 31, 2012
Fourth Quarter® $1530 $14.81 $1390 (B2)% (9.2 )% $0.108

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 NAV shown is based on outstanding shares at the end of the
period.
2) Calculated as of the respective high or low closing sales price divided by the quarter end NAV.
3) From December 5, 2012 to December 31, 2012.
Shares of business development companies may trade at a market price that is less than the value of the net assets
attributable to those shares. The possibility that our shares of common stock will trade at a discount or premium to
NAV is separate and distinct from the risk that our NAV will decrease.

The last reported closing market price of our common stock on August 12, 2014 was $14.18 per share. As of August
12, 2014, we had 15 stockholders of record.
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SALES OF COMMON STOCK BELOW NET ASSET
VALUE

Our stockholders have approved us to sell shares of our common stock below our then-current NAV per share during
a 12-month period ending on July 31, 2015 in one or more public offerings of our common stock and may do so again
in the future. In making a determination that an offering below NAV per share is in our and our stockholders best
interests, our board of directors, a majority of our directors who have no financial interest in the sale and a majority of
our independent directors considered a variety of factors, including:

The effect that an offering below NAV 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 NAV per share;
The relationship of recent market prices of our common stock to NAV 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 our
Investment Adviser, as the Investment Adviser will earn additional investment management fees on the proceeds of
such offerings, as it would from the offering of any other securities of WhiteHorse Finance or from the offering of
common stock at premium to NAV per share.

Sales by us of our common stock at a discount from NAV 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.

We will not seek to sell shares under a prospectus supplement to the registration statement, or a post-effective
amendment to the registration statement, of which this prospectus forms a part (the current registration statement ) if
the cumulative dilution to our NAV per share arising from offerings from the effective date of the current registration
statement through and including any follow-on offering would exceed 15% based on the anticipated pricing of such
follow-on offering. This limit would be measured separately for each offering pursuant to the current registration
statement by calculating the percentage dilution or accretion to aggregate NAV from that offering and then summing
the anticipated percentage dilution from each subsequent offering.

For example, if our most recently determined NAV per share at the time of the first offering is $10.00, and we have
100 million shares outstanding, the sale of an additional 25 million shares at net proceeds to us of $5.00 per share (a
50% discount) would produce dilution of 10.0%.

If we subsequently determined that our NAV per share increased to $11.00 on the then outstanding 125 million shares

and contemplated an additional offering, we could, for example, propose to sell approximately 31.25 million
additional shares at a price that would be expected to yield net proceeds to us of $8.25 per share, resulting in
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incremental dilution of 5.0%, before we would reach the aggregate 15% limit. If we file a new post-effective
amendment, the threshold would reset.

The following three headings and accompanying tables explain and provide hypothetical examples assuming proceeds
are temporarily invested in cash equivalents on the impact of an offering at a price less than NAV per share on three
different sets of investors:

existing stockholders who do not purchase any shares in the offering;
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existing stockholders who purchase a relatively small amount of shares in the offering or a relatively large amount of
shares in the offering; and
new investors who become stockholders by purchasing shares in the offering.

Impact on Existing Stockholders who do not Participate in the Offering

Our existing stockholders who do not participate, or who are not given the opportunity to participate, in an offering
below NAV per share or who do not buy additional shares in the secondary market at the same or lower price we
obtain in the offering (after underwriting discounts and commissions) face the greatest potential risks. All
stockholders will experience an immediate decrease (often called dilution) in the NAV of the shares they hold.
Stockholders who do not participate in the offering will also experience a disproportionately greater decrease in their
participation in our earnings and assets and their voting power than stockholders who do participate in the offering.
All stockholders may also experience a decline in the market price of their shares, which often reflects, to some
degree, announced or potential increases and decreases in NAV per share. This decrease could be more pronounced as
the size of the offering and level of discounts increase.

The following examples illustrate the level of NAV dilution that would be experienced by a nonparticipating
stockholder in three different hypothetical common stock offerings of different sizes and levels of discount from NAV
per share, although it is not possible to predict the level of market price decline that may occur. Actual sales prices and

discounts may differ from the presentation below.

The examples assume that Company XYZ has 1,000,000 shares of common stock outstanding, $15.0 million in total
assets and $5.0 million in total liabilities. The current NAV and NAV per share are thus $10.0 million and $10.00,
respectively. The table below illustrates the dilutive effect on nonparticipating Stockholder A of (1) an offering of

50,000 shares (5% of the outstanding shares) at $9.50 per share after offering expenses and commissions (a 5%
discount from NAV); (2) an offering of 100,000 shares (10% of the outstanding shares) at $9.00 per share after
offering expenses and commissions (a 10% discount from NAV); and (3) an offering of 250,000 shares (25% of the
outstanding shares) at $7.50 per share after offering expenses and commissions (a 25% discount from NAV).

Example 1 Example 2 Example 3
5% Offering 10% Offering 25% Offering
at 5% Discount at 10% Discount at 25% Discount
Prior to Sale  Following % Following % Following %
Below NAV  Sale Change Sale Change  Sale Change
Jffering Price
’rice per share to public $10.00 $9.47 $7.89
Net offering proceeds per share to $9.50 $9.00 $7.50
ssuer
Decrease to Net Asset Value
[otal shares outstanding 1,000,000 1,050,000 5.00 % 1,100,000 10.00% 1,250,000 25.00 %
NAV per share $10.00 $9.98 (0.20)% $9.91 (0.90)% $9.50 (5.00 Y%
dilution to Stockholder A
shares held by Stockholder A 10,000 10,000 10,000 10,000
>ercentage held by Stockholder A 1.0 %  0.95 % (5.00)0% 0.91 % (9.00)% 0.80 % (20.00)%
[otal Asset Values
[otal NAV held by Stockholder A $100,000 $99,800 (0.20)% $99,100 (0.90)% $95,000 (5.00 Y%
[otal investment by Stockholder A $100,000 $100,000 $100,000 $100,000
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assumed to be $10.00 per share)

[otal dilution to Stockholder A $(200
total NAYV less total investment)

Yer Share Amounts

NAYV per share held by Stockholder A $9.98
nvestment per share held by
stockholder A (assumed to be $10.00 $10.00 $10.00

er share on shares held prior to sale)
dilution per share held by
stockholder A
NAV per share less investment per $0.02
hare)
>ercentage dilution to Stockholder A
dilution per share divided by
nvestment per share)
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$(900

$9.91

$10.00

$(0.09

(0.20)%

(0.90 )%

$(5,000

$9.50

$10.00

$(0.50

)

)

(5.00 )%
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Impact on Existing Stockholders who Participate in the Offering

Our existing stockholders who participate in an offering below NAV per share or who buy additional shares in the
secondary market at the same or lower price as we obtain in the offering (after any underwriting discounts and
commissions) will experience the same types of NAV dilution as the nonparticipating stockholders, albeit at a lower
level, to the extent they purchase less than the same percentage of the discounted offering as their interest in our
shares immediately prior to the offering. The level of NAV dilution on an aggregate basis will decrease as the number
of shares such stockholders purchase increases. Existing stockholders who buy more than such percentage will
experience NAV dilution but will, in contrast to existing stockholders who purchase less than their proportionate share
of the offering, experience an increase (often called accretion) in NAV per share over their investment per share and
will also experience a disproportionately greater increase in their participation in our earnings and assets and their
voting power than our increase in assets, potential earning power and voting interests due to the offering. The level of
accretion will increase as the excess number of shares such stockholder purchases increases. Even a stockholder who
over-participates will, however, be subject to the risk that we may make additional discounted offerings in which such
stockholder does not participate, in which case such a stockholder will experience NAV dilution as described above in
such subsequent offerings. These stockholders may also experience a decline in the market price of their shares, which
often reflects to some degree announced or potential increases and decreases in NAV per share. This decrease could
be more pronounced as the size of the offering and level of discount to NAV increases.

The examples assume that Company XYZ has 1,000,000 shares of common stock outstanding, $15.0 million in total
assets and $5.0 million in total liabilities. The current NAV and NAV per share are thus $10.0 million and $10.00,
respectively. The table below illustrates the (dilutive) and accretive effect in the hypothetical 25% discount offering
from the prior chart for stockholder A that acquires shares equal to (1) 50% of their proportionate share of the offering
(i.e., 1,250 shares which is 0.50% of the offering of 250,000 shares rather than their 1.00% proportionate share) and
(2) 150% of their proportionate share of the offering (i.e., 3,750 shares which is 1.50% of the offering of 250,000
shares rather than their 1.00% proportionate share). The prospectus supplement pursuant to which any discounted
offering is made will include a chart for this example based on the actual number of shares in such offering and the
actual discount from the most recently determined NAV per share.

69

Impact on Existing Stockholders who Participate in the Offering 135



Edgar Filing: WhiteHorse Finance, Inc. - Form N-2/A

TABLE OF CONTENTS
50% Participation 150% Participation

Prior to Sale  Following % Following %

Below NAV  Sale Change Sale Change
Offering Price
Price per share to public $7.89 $7.89
Net proceeds per share to issuer $7.50 $7.50
Increases in Shares and Decrease to
Net Asset Value
Total shares outstanding 1,000,000 1,250,000 25.00 % 1,250,000 25.00%
NAYV per share $10.00 $9.50 (5.00 Y% $9.50 (5.00 )%
(Dilution)/Accretion to Participating
Stockholder A
Shares held by Stockholder A 10,000 11,250 12.50 % 13,750 37.50%
Percentage held by Stockholder A 1.0 % 0.90 % (10.00)% 1.10 % 10.00%
Total Asset Values
Total NAV held by Stockholder A $100,000 $106,875 6.88 % $130,625 30.63%

Total investment by Stockholder A (assumed to
be $10.00 per share on shares held prior to sale)
Total (dilution)/accretion to Stockholder A
(total NAYV less total investment)

Per Share Amounts

NAV per share held by Stockholder A $9.50 $9.50

Investment per share held by Stockholder A

(assumed to be $10.00 per share on shares held  $10.00 $9.77 (230 Y% $9.42 (5.80)%
prior to sale)

(Dilution)/accretion per share held by

Stockholder A (NAYV per share less investment $(0.27 ) $0.08

per share)

Percentage (dilution)/accretion to Stockholder A

(dilution/accretion per share divided by (2.76 Y% 0.85 %
investment per share)

$100,000 $109,863 986 % $129,588 29.59 %

(2,988 ) $1,037

Impact on New Investors

The following examples illustrate the level of NAV dilution or accretion that would be experienced by a new
stockholder in three different hypothetical common stock offerings of different sizes and levels of discount from NAV
per share, although it is not possible to predict the level of market price decline that may occur. Actual sales prices and

discounts may differ from the presentation below.

Investors who are not currently stockholders, but who participate in an offering below NAV and whose investment per
share is greater than the resulting NAV per share due to any underwriting discounts and expenses paid by us will
experience an immediate decrease, albeit small, in the NAV of their shares and their NAV per share compared to the
price they pay for their shares. Investors who are not currently stockholders and who participate in an offering below
NAYV per share and whose investment per share is also less than the resulting NAV per share due to any underwriting
discounts and expenses paid by us being significantly less than the discount per share, will experience an immediate
increase in the NAV of their shares and their NAV per share compared to the price they pay for their shares. All these
investors will experience a disproportionately greater participation in our earnings and assets and their voting power
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than our increase in assets, potential earning power and voting interests. These investors will, however, be subject to
the risk that we may make additional discounted offerings in which such new stockholder does not participate, in
which case such new stockholder will experience dilution as described above in such subsequent offerings. These
investors may also experience a decline in the market price of their shares, which often reflects to some degree
announced or potential increases and decreases in NAV per share. Their decrease could be more pronounced as the
size of the offering and level of discounts increases.
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The following examples illustrate the level of NAV dilution or accretion that would be experienced by a new
stockholder who purchases the same percentage (1.00%) of the shares in the three different hypothetical offerings of
common stock of different sizes and levels of discount from NAV per share. The examples assume that Company
XYZ has 1,000,000 shares of common stock outstanding, $15.0 million in total assets and $5.0 million in total
liabilities. The current NAV and NAV per share are thus $10.0 million and $10.00, respectively. The table below
illustrates the dilutive and accretive effects on stockholder A at (1) an offering of 50,000 shares (5% of the
outstanding shares) at $9.50 per share after offering expenses and commission (a 5% discount from NAV); (2) an
offering of 100,000 shares (10% of the outstanding shares) at $9.00 per share after offering expenses and commissions
(a 10% discount from NAV); and (3) an offering of 250,000 shares (25% of the outstanding shares) at $7.50 per share
after offering expenses and commissions (a 25% discount from NAV).

Example 1 Example 2 Example 3
5% Offering at 10% Offering at 25% Offering at
5% Discount 10% Discount 25% Discount
Prior
tsoaleFollowing % Following % Following %
Belosvgle Change Sale Change  Sale Change
NAV
Offering Price
Price per share to public $10.00 $9.47 $7.89
Net offering proceeds per share to $9.50 $9.00 $7.50
issuer
Decrease to Net Asset Value
Total shares outstanding 1,050,000 5.00 % 1,100,000 10.00% 1,250,000 25.00%
NAV per share $9.98 (0.20)% $9.91 (0.90)% $9.50 (5.00)%
Dilution to Stockholder A
Shares held by Stockholder A 500 1,000 2,500
Percentage held by Stockholder A 0.05 % 0.90 % 0.20 %
Total Asset Values
Total NAV held by Stockholder A $4,990 $9,910 $23,750
Total investment by Stockholder A $5,000 $9,470 $19,725
Total dilution to Stockholder A
(total NAYV less total investment) $(10 ) $440 $4,025
Per Share Amounts
NAYV per share held by Stockholder A $9.98 $9.91 $9.50
Investment per share held by
Stockholder A $10.00 $9.47 $7.89
Dilution per share held by
Stockholder A
(NAYV per share less investment per $0.02 ) $0.44 $161
share)
Percentage dilution to Stockholder A
(dilution per share divided by (0.20)% 4.65 % 20.41 %
investment per share)
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THE COMPANY

We are an externally managed, non-diversified, closed-end management investment company that has elected to be
treated as a business development company under the 1940 Act. In addition, for tax purposes we have elected to be
treated as a RIC under Subchapter M of the Code and intend to qualify annually for such treatment.

We are a direct lender targeting debt investments in privately held, small-cap companies located in the United States.
We define the small-cap market as those companies with enterprise values between $50 million and $350 million. Our
investment objective is to generate attractive risk-adjusted returns primarily by originating and investing in senior
secured loans, including first lien and second lien facilities, to performing small-cap companies across a broad range
of industries that typically carry a floating interest rate based on LIBOR and have a term of three to six years. While
we focus principally on originating senior secured loans to small-cap companies, we may also make opportunistic
investments at other levels of a company s capital structure, including mezzanine loans or equity interests. We also
may receive warrants to purchase common stock in connection with our debt investments. We generate current
income through the receipt of interest payments, as well as origination and other fees, capital appreciation and
dividends.

We invest primarily in securities that are rated below investment grade by rating agencies or that may be rated below
investment grade if they were so rated. Below investment grade securities, which are often referred to as junk bonds,
are viewed as speculative investments because of concerns with respect to the issuer s capacity to pay interest and
repay principal.

As of June 30, 2014, our investment portfolio consisted of senior secured loans across 30 positions with an aggregate
fair value of approximately $347.1 million and a principal balance outstanding of approximately $349.3 million. As of
December 31, 2013, our investment portfolio consisted of senior secured loans across 21 positions with an aggregate
fair value of approximately $272.4 million and a principal balance outstanding of approximately $276.8 million. As of
December 31, 2012, our investment portfolio consisted of senior secured loans across eight positions with an
aggregate fair value of approximately $180.5 million and a principal balance outstanding of approximately $181.6
million. At each date, the majority of our portfolio comprised senior secured loans to small-cap borrowers.

WhiteHorse Advisers

Our investment activities are managed by our Investment Adviser, H.I.G. WhiteHorse Advisers, LLC. Our Investment
Adpviser is responsible for sourcing potential investments, conducting research and diligence on prospective
investments and equity sponsors, analyzing investment opportunities, structuring our investments and monitoring our

investments and portfolio companies on an ongoing basis. WhiteHorse Advisers was organized in May 2012 and is a

registered investment adviser under the Advisers Act. See The Adviser and the Administrator

Investment Advisory
Agreement

Management Fee for a discussion of the base management fee and incentive fee, including the cumulative

income incentive fee and the income and capital gains incentive fee, payable by us to our Investment Adviser. Unlike
most closed-end funds whose fees are based on assets net of leverage, our base management fee is based on our

average-adjusted gross assets (including leverage, unrealized depreciation or appreciation on derivative instruments,

and cash collateral on deposit with custodian) and, therefore, our Investment Adviser benefits when we incur debt or

use leverage. Additionally, under the incentive fee structure, our Investment Adviser benefits when capital gains are
recognized and, because it determines when a holding is sold, our Investment Adviser controls the timing of the

recognition of capital gains. Our board of directors is charged with protecting our interests by monitoring how our

Investment Adviser addresses these and other conflicts of interest associated with its management services and
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compensation. While not expected to review or approve each borrowing, our independent directors periodically
review WhiteHorse Advisers services and fees as well as its portfolio management decisions and portfolio
performance. In connection with these reviews, our independent directors consider whether our fees and expenses
(including those related to leverage) remain appropriate. See The Adviser and the Administrator Investment Advisory
Agreement Board of Directors Approval of the Investment Advisory Agreement.
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WhiteHorse Advisers is an affiliate of H.I.G. Capital. WhiteHorse Advisers has entered into the Staffing Agreement
with an affiliate of H.I.G. Capital under which the affiliate has agreed to make experienced investment professionals
available to WhiteHorse Advisers and to provide access to its senior investment personnel to enable WhiteHorse

Adpvisers to perform all of its obligations under the Investment Advisory Agreement. See Business Staffing
Agreement for a discussion of the Staffing Agreement. We believe that the Staffing Agreement provides our
Investment Adviser with access to investment opportunities, which we refer to in the aggregate as deal flow, generated
by H.I.G. Capital in the ordinary course of its business and commits the members of H.I.G. Capital s investment
committee to serve as members of our investment committee.

WhiteHorse Administration

WhiteHorse Administration, an affiliate of WhiteHorse Advisers, provides the administration services necessary for us
to operate. The Administrator furnishes us with office facilities and equipment and provides us clerical, bookkeeping,
recordkeeping and other administrative services at such facilities. Under the Administration Agreement, the
Administrator performs, or oversees the performance of, our required administrative services, which include, among
other things, being responsible for the financial records we are required to maintain and preparing our reports to our
stockholders and reports filed with the SEC. In addition, the Administrator also assists us in determining and
publishing our NAV, oversees the preparation and filing of our tax returns, printing and disseminating reports to our
stockholders and generally oversees the payment of our expenses and the performance of administrative and
professional services rendered to us by others. The Administrator may retain third parties to assist in providing
administrative services to us. To the extent that the Administrator outsources any of its functions, we pay the fees
associated with such functions on a direct basis without profit to the Administrator. We reimburse the Administrator
for the allocable portion (subject to the review and approval of our board of directors) of the Administrator s overhead

and other expenses incurred by it in performing its obligations under the Administration Agreement, including rent,
the fees and expenses associated with performing compliance functions, and our allocable portion of the cost of our
chief financial officer and chief compliance officer and their respective staffs. The Administrator also provides on our
behalf significant managerial assistance to those portfolio companies to which we are required to provide such
assistance.

H.l.G. Capital

H.I.G. Capital is one of the leading global alternative asset managers focused on the small-cap market. H.I.G. Capital
was founded in 1993 and, for more than 20 years, has grown by continually enhancing its strategic investment
capabilities into additional asset classes within the small-cap market. As of June 30, 2014, H.I.G. Capital managed
over $15 billion of capital through a number of buyout, credit-oriented and growth capital funds, each of which is
focused on the small-cap market. As of such date, H.I.G. Capital operated through domestic offices in Atlanta,
Boston, Chicago, Dallas, Miami, New York and San Francisco and international offices in Hamburg, London, Madrid,

Milan, Paris and Rio de Janeiro and had a team of approximately 260 investment professionals. H.I.G. Capital s
investment professionals share a common investment philosophy built around a highly analytical, private equity-like
framework of rigorous business assessment, extensive due diligence and a disciplined risk valuation methodology that
guides investment decisions. H.I.G. Capital has built an extensive and proprietary network of informal and
unconventional deal sources in the small-cap business community consisting of accountants, attorneys, and other
advisors who have access to small-cap companies. We believe that H.I.G. Capital, as an experienced small-cap
investor, has a demonstrated ability to identify, source, analyze, invest and monitor investments in the small-cap
market. H.I.G. Capital is headquartered in Miami, Florida.
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Market Opportunity

We pursue an investment strategy focused on originating senior secured loans to small-cap companies, including first
lien and second lien facilities. We may also make investments at other levels of a company s capital structure,
including mezzanine loans or equity interests, and receive warrants to purchase common stock in connection with our
debt investments. We believe that market inefficiencies and an imbalance between the supply of, and demand for,
capital in the small-cap credit market creates an attractive investment opportunity through the origination of primary

loans for the following reasons:

Specialized Lending Requirements. We believe that several factors render traditional banks and providers of credit
ill-suited to lend to small-cap companies. In our experience, lending to small-cap companies: (1) is generally more
labor intensive than lending to larger companies due to fewer management resources at small-cap companies and often
fragmented information available regarding such companies, particularly where no financial sponsor is involved, (2)
requires more rigorous due diligence and underwriting practices than lending to larger companies, and (3) requires a
substantial network of deal sources to identify appropriate opportunities because such borrowers often do not engage a
financial advisor, or engage smaller, less sophisticated financial advisors focused on the small-cap market. As a result,

only a limited segment of the lending community has historically served small-cap borrowers.

Reduced Lending by Commercial Banks. Recent regulatory changes, including the Dodd-Frank Act and the
introduction of new international capital and liquidity requirements under the Basel III Accords, or Basel 111, in
addition to the continued ownership of legacy non-performing assets, have significantly curtailed banks lending

capacity. In response, we believe that many commercial lenders have de-emphasized their service and product
offerings to small-cap companies in favor of lending, managing capital markets transactions and providing other
non-lending services to their larger customers. We expect bank lending to small-cap companies to continue to be
constrained for several years as Basel Il rules phase in and rules and regulations are promulgated and interpreted

under the Dodd-Frank Act. The chart below shows that the lending activity of smaller U.S. commercial banks (defined
as banks with $100 million to $1.0 billion in assets), which we believe lend to the small-cap space, remains
constrained and has continued to contract since the 2008 crisis. In addition, the number of FDIC insured commercial
banks and savings institutions has declined from 2000 through December 31, 2013. We believe that the relative
decline in competition will drive a higher volume of deal flow to us.

FDIC insured commercial banks Bank lending activity

& savings institutions

Reduced Credit Supply from Non-Bank Lenders. We believe lending to small-cap companies from non-bank lenders
is constrained as many of those lenders have gone out of business, exited the market or are winding down. Numerous

hedge funds previously active in leveraged loans have disappeared or contracted during the recent financial market
crisis, while others exited the lending market due to asset-liability mismatches. Other non-bank lenders exited lending

due to balance sheet pressures. Additionally, the reduction in new issuance of collateralized loan obligations, or
CLOs, has reduced liquidity in the small-cap loan
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market. Along with the constraints in bank lending, this situation provides a promising environment in which to
originate loans to small-cap companies.

CLO Issuance Active Institutional Loan Investor Groups

Significant Demand for Credit. We believe that, despite the constrained supply situation, demand for debt financing
from small-cap companies will remain strong. Small-cap companies consistently require credit to support investments
and growth initiatives and to finance acquisitions. In addition, we believe there will be substantial demand for
refinancings as a large amount of the corporate debt issued to small-cap borrowers prior to the 2008 crisis is scheduled
to mature in the next few years. When combined with the decreased availability of debt financing for companies
described above, these factors should increase lending opportunities for us.

Inefficient Market. We believe there are a number of inefficiencies in the small-cap credit market that will allow us
to achieve superior risk-adjusted returns relative to other types of loans. Unlike larger companies, small-cap borrowers
may not have a financial advisor and, as a result, may not receive as many financing offers, leading to more favorable
financing terms for us, and may be less sophisticated in negotiating the terms of their financing. Moreover, the simpler
capital structures frequently found in small-cap companies enhance protections and reduce or eliminate intercreditor
issues. In addition, small-cap lenders face less competition than lenders to larger companies. As a result, small-cap
lenders frequently have greater flexibility in structuring favorable transactions.

We believe these factors, taken together, should increase lending opportunities for us.
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Competitive Strengths

Leading Small-Cap Market Position. H.1.G. Capital is one of the leading global alternative asset managers focused
on the small-cap market. With more than $15 billion of capital under management and more than 20 years of
investment experience focused primarily on small-cap companies as of June 30, 2014, H.I.G. Capital believes it has a
specialized knowledge of the small-cap marketplace and expertise in evaluating the issues and opportunities facing
small-cap companies throughout economic cycles. We believe that the quality of these resources provides a significant
advantage and contributes to the strength of our business.

Large and Experienced Management Team with Substantial Resources. Our Investment Adviser has access through
the Staffing Agreement to the resources and expertise of H.I.G. Capital s large infrastructure, including over 430
employees in thirteen offices across the United States, Europe and South America as of June 30, 2014. As of such
date, H.I.G. Capital had approximately 260 experienced investment professionals, including more than 80
professionals dedicated to debt investing. We believe that the quality of these resources provides a significant
advantage and will contribute to the strength of our business.

Extensive Deal Sourcing Infrastructure. We believe that, given the inefficiencies of the small-cap market, finding
smaller companies that represent attractive debt investment opportunities requires a different sourcing network than
that used for investing in larger companies. Through the Staffing Agreement, our Investment Adviser has access to
H.I.G. Capital s extensive proprietary deal flow network of informal and unconventional potential deal sources in the
small-cap business community, including accountants, attorneys, brokers, insurance agents, consultants and financial
advisors who have access to small-cap companies. This sourcing network has been built over more than 20 years, as
H.I.G. Capital has focused its growth on increasing and improving its strategic capabilities for investing in the
small-cap market. Unlike other private equity firms that have grown vertically during this timeframe by raising larger
funds focused on investing in larger companies, H.I.G. Capital has expanded horizontally by creating more funds and
strategies centered on the small-cap market. As a result, we believe H.I.G. Capital has established itself as a go to
investor for small-cap companies. H.I.G. Capital s approximately 260 investment professionals are actively involved in
sourcing opportunities. In addition, H.I.G. Capital s in-house business development group of 17 dedicated deal
sourcing professionals, as of June 30, 2014, remains in close contact with potential sources of opportunities through
an outbound calling program. We believe H.I.G. Capital s extensive deal sourcing infrastructure provides us access to
investment opportunities that may not be available to many of our competitors.

Deep Credit Expertise. We believe we will benefit from H.I.G. Capital s extensive small-cap credit experience in
evaluating, structuring and monitoring our investments. As of June 30, 2014, H.I.G. Capital s credit platform managed
approximately $7 billion of capital across multiple investment funds supported by more than 80 dedicated credit
investment professionals. These investment professionals have invested in more than 1,000 loans and bring a depth of
experience across a broad range of transaction types, including primary loan originations, secondary debt purchases
and distressed debt investments, and focus on capital preservation by extending loans to portfolio companies with
assets that it believes will retain sufficient value to repay us even in depressed markets or under liquidation scenarios.
We believe this experience and expertise in credit documentation, loan structuring and restructuring negotiations to
help protect our investments and maximize our recovery value to the extent a portfolio company does not perform as
expected.

Disciplined Investment and Underwriting Process. Through its more than 20 years of investment experience, H.I.G.
Capital has developed a disciplined investment process entailing intensive bottom-up fundamental analysis in order to
generate attractive risk-adjusted returns while preserving downside protection. This thorough due diligence process
includes analyzing the following key target company criteria: (1) cash flow generation; (2) underlying asset valuation;
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(3) competitive position; (4) industry dynamics and (5) strength of management.

Our Investment Adviser utilizes the established investment processes developed by H.I.G. Capital to analyze
investment opportunities, including structuring loans with appropriate covenants and pricing loans based on its
knowledge of the small-cap market and on its rigorous underwriting standards. Each investment is reviewed by the
investment committee, which is comprised of senior investment professionals of H.I.G. Capital with an average of
more than 20 years of investment experience as of June 30, 2014. This
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investment committee process brings the experience and perspectives of the committee members to the analysis and
consideration of each investment. Subsequently, if an underwriting commitment is approved, our Investment Adviser
will seek to structure and document the loan to protect us from risks identified in the due diligence process. Our
Investment Adviser intends to actively monitor and manage our investment portfolio, including engaging in frequent
discussions with management regarding company performance as well as general market conditions.

Investment Criteria/Guidelines

Our investment strategy is to generate current income and capital appreciation primarily by originating secured loans.
We seek to create a broad portfolio consisting of investments generally in the range of $10 million to $50 million
primarily in debt securities and loans of U.S. based small-cap companies. We primarily target borrowers in the United
States with enterprise values of $50 million to $350 million across a broad range of industries. The proceeds of our
loans are used for a variety of purposes, including refinancings of existing debt, acquisition financing, or working
capital to support growth or realignment.

While we focus principally on originating senior secured loans to small-cap companies that we believe have attractive

risk adjusted returns, including first lien and second lien facilities, we may also opportunistically make investments at
other levels of a company s capital structure, including mezzanine loans or equity interests. We also may receive

warrants to purchase common stock in connection with our debt investments. We may also invest in assets consistent
with our investment strategy indirectly through the acquisitions of interests in other investment companies. We
generate current income through the receipt of interest payments, origination and other fees, and dividends. Our

typical loans carry a floating interest rate based on LIBOR plus a spread, have a term of three to six years, are secured

by all tangible and intangible assets of the borrower and include covenants, monitoring and information rights in favor

of the lender.

Target businesses will typically exhibit some or all of the following characteristics:

enterprise value of between $50 million and $350 million;
organized in the United States;
experienced management team;
stable and predictable free cash flows;
discernible downside protection through recurring revenue or strong tangible asset coverage;
products and services with distinctive competitive advantages or other barriers to entry;
low technology and market risk; and
strong customer relationships.
We expect that, from time to time, our investments may include certain non-qualifying assets, including assets of
non-U.S. companies, certain publicly traded companies and, to a lesser extent and subject to certain limits under the
1940 Act, registered or unregistered investment companies, to the extent permissible under the 1940 Act. See Risk
Factors Risks Relating to our Business and Structure  The lack of experience of our Investment Adviser is operating
under the constraints imposed on us as a business development company and RIC may hinder the achievement of our
investment objectives and Regulation Qualifying Assets.

Investment Process Overview

Sourcing. We believe that identifying small-cap companies that represent attractive debt investment opportunities
requires a different sourcing network than is required for investments in larger companies. Whereas larger companies
typically hire an investment bank to help develop marketing materials and run a financing process involving a large
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number of potential lenders to ensure pricing is determined by the market, small-cap companies typically do not have
the resources to hire large financial advisors or investment banks. While these small-cap lending opportunities are far
less competitive, they are more difficult to source.
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Our deal flow and idea generation for small-cap investments primarily originates from H.I.G. Capital s existing and
extensive network of informal and unconventional deal sources in the small-cap business community. Built over the
past 20 years, this deal sourcing network includes accountants, attorneys, brokers, insurance agents, consultants and
financial advisors who have access to small-cap companies. While other alternative asset managers have grown
vertically during this timeframe by raising funds focused on investing in larger companies, H.I.G. Capital has
expanded horizontally by creating more funds and strategies centered on the small-cap market. As a result, we believe
H.I.G. Capital has established itself as a go to investor for small-cap companies and their financial advisors across
asset classes.

The contacts in H.I.G. Capital s network generally operate outside of the structured investment banking infrastructure
and typically play a limited introductory role to the companies and their management teams. In addition, H.I.G.
Capital promotes a culture in which sourcing is considered a focus for all of its approximately 260 investment
professionals in each of its thirteen offices, from analysts to managing directors. Lastly, H.I.G. Capital s in-house
business development group of 17 dedicated deal sourcing professionals supplements this effort through an outbound
calling program.

Due Diligence. We believe that the cornerstone of generating attractive risk-adjusted returns is a thorough due
diligence process. We utilize the same methodology to evaluate potential investments that H.I.G. Capital has used for
over 20 years, which includes employing a highly analytical, private equity-like framework for rigorously assessing
companies, extensive due diligence and a disciplined risk valuation methodology that guides investment decisions. As
part of every transaction we consider, we analyze the following key target company criteria: (1) cash flow generation,
(2) underlying asset valuation, (3) competitive position, (4) industry dynamics and (5) strength of management. In
addition, our due diligence process for small-cap companies typically entails:

a thorough review of historical and pro forma financial information;
on-site visits with management;
a review of loan documents and material contracts;
third-party quality of earnings accounting due diligence, when appropriate;
research relating to the company s business, industry, markets, products and services of competitors;
background checks on key managers; and
the commission of third-party market studies, when appropriate.

During the due diligence process, we utilize the significant resources across the broad H.I.G. Capital platform,
including the sector expertise of the firm s team of approximately 260 investment professionals, its industry contacts,
and H.I.G. Capital s network of over 190 current and former controlled portfolio companies. We believe that our
access to these significant resources provides a great deal of supplementary information that should enable us to
evaluate opportunities more quickly and effectively than our competitors. Furthermore, H.I.G. Capital has a team of
in-house operators and strategy consultants that provides support in evaluating strategic issues. Legal and financial
due diligence may also be conducted by attorneys and independent accountants as well as other outside advisers, as
appropriate.

Structuring Originations. Our Investment Adviser s team has substantial expertise in structuring and documenting
loans originated to small-cap companies. Our Investment Adviser works with outside counsel to structure loans with
strong creditor protections and contractual controls over borrower operations. Our Investment Adviser works to obtain
extensive operating and financial covenants, detailed reporting requirements, governance rights and board seats to
protect our investment while allowing the borrower the necessary flexibility to successfully execute its business plan.
We believe that our Investment Adviser s extensive experience investing in distressed debt and special situations
allows it to anticipate the form of any potential restructuring in order to maximize our potential recovery in such an
event and better able to seek to structure our loan and credit documentation to protect us from risks identified in the
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due diligence process. Our Investment Adviser also evaluates the broader capital structure of the borrower to ensure
that we have strong rights as compared to other participants in the borrower s capital structure.
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