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As soon as practicable after the effective date of this Registration Statement.

If any securities being registered on this form will be offered on a delayed or continuous basis in reliance on Rule 415 under the Securities Act of 1933, other than
securities offered in connection with a dividend reinvestment plan, check the following box.  ☒

It is proposed that this filing will become effective (check appropriate box):  ☒  when declared effective pursuant to section 8(c).
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Title of Securities Being Registered Amount of

Edgar Filing: Hercules Capital, Inc. - Form N-2/A

Index to Financial Statements 2



Amount Being
Registered

Proposed Maximum
Aggregate Offering

Price(1)

Registration
Fee(1)

Common Stock, $0.001 par value per share(2)
Preferred Stock, $0.001 par value per share(2)
Warrants(2)
Subscription Rights(3)
Debt Securities(4)
TOTAL(5) $600,000,000 $69,540(6)

(1) Estimated pursuant to Rule 457(o) solely for the purposes of determining the registration fee. The proposed maximum 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.

(2) Subject to Note 5 below, there is being registered hereunder an indeterminate number of shares of common stock, preferred stock, or warrants as may be sold,
from time to time. Warrants represent rights to purchase common stock, preferred stock or debt securities.

(3) Subject to Note 5 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.

(4) Subject to Note 5 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 $600,000,000.

(5) In no event will the aggregate offering price of all securities issued from time to time pursuant to this registration statement exceed $600,000,000.
(6) Previously paid.

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, AS AMENDED, OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME EFFECTIVE ON SUCH DATE
AS THE SECURITIES AND EXCHANGE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(A), MAY DETERMINE.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement
filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and is not soliciting
an offer to buy these securities in any state where the offer or sale is not permitted.

PROSPECTUS (Subject to Completion)

July 21, 2017

$600,000,000

Common Stock

Preferred Stock

Warrants

Subscription Rights

Debt Securities

This prospectus relates to the offer, from time to time, in one or more offerings or series, up to $600,000,000 of shares of our common stock, par value $0.001 per
share, preferred stock, par value $0.001 per share, 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.� The preferred stock, debt securities, subscription rights and warrants offered
hereby may be convertible or exchangeable into shares of our common stock. We may sell our securities 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, including existing stockholders in a rights offering, or
through agents or through a combination of methods of sale, including auctions. 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 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 holders of the majority of our voting securities and
approval of our Board of Directors, or (3) under such circumstances as the Securities and Exchange Commission may permit. See �Risk Factors� for more
information.

We are a specialty finance company focused on providing senior secured loans to high-growth, innovative venture capital-backed companies in a variety of
technology, life sciences and sustainable and renewable technology industries. We primarily finance privately-held companies backed by leading venture capital
and private equity firms and publicly-traded companies that lack access to public capital or are sensitive to equity ownership dilution. We source our investments
through our principal office located in Palo Alto, CA, as well as through additional offices in Boston, MA, New York, NY, Washington, DC, Santa Monica, CA,
Hartford, CT and San Diego, CA. Our goal is to be the leading structured debt financing provider for venture capital-backed companies in technology-related
industries requiring sophisticated and customized financing solutions. We invest primarily in structured debt with warrants and, to a lesser extent, in senior debt
and equity investments. We use the term �structured debt with warrants� to refer to any debt investment, such as a senior or subordinated secured loan, that is
coupled with an equity component, including warrants, options or other rights to purchase common or preferred stock. Our structured debt with warrants
investments typically are secured by some or all of the assets of the portfolio company. We invest primarily in private companies but also have investments in
public companies.

Our investment objective is to maximize our portfolio total return by generating current income from our debt investments and capital appreciation from our
warrant and equity-related investments. We are an internally-managed, non-diversified closed-end investment company that has elected to be regulated as a
business development company under the Investment Company Act of 1940, as amended.
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Our common stock is traded on the New York Stock Exchange, or NYSE, under the symbol �HTGC.� On July 19, 2017, the last reported sale price of a share of our
common stock on the NYSE, was $13.34. The net asset value per share of our common stock at March 31, 2017 (the last date prior to the date of this prospectus
on which we determined net asset value) was $9.76.

An investment in our securities may be speculative and involves risks including a heightened risk of total loss of investment. In addition, the companies in
which we invest are subject to special risks. See �Risk Factors� beginning on page 14 to read about risks that you should consider before investing in our
securities, including the risk of leverage.

Please read this prospectus before investing and keep it for future reference. It contains important information about us that a prospective investor ought to know
before investing in our securities. We file annual, quarterly and current reports, proxy statements and other information about us with the Securities and Exchange
Commission. The information is available free of charge by contacting us at 400 Hamilton Avenue, Suite 310, Palo Alto, California 94301 or by telephone calling
collect at (650) 289-3060 or on our website at www.htgc.com. The SEC also maintains a website at www.sec.gov that contains such information.

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

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

The date of this prospectus is                     , 2017
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You should rely only on the information contained in this prospectus. We have not authorized any dealer, salesperson or other person to
provide you with different information or to make representations as to matters not stated in this prospectus. If anyone provides you
with different or inconsistent information, you should not rely on it. This prospectus is not an offer to sell, or a solicitation of an offer to
buy, any securities by any person in any jurisdiction where it is unlawful for that person to make such an offer or solicitation or to any
person in any jurisdiction to whom it is unlawful to make such an offer or solicitation. The information in this prospectus is accurate
only as of its date, and under no circumstances should the delivery of this prospectus or the sale of any securities imply that the
information in this prospectus is accurate as of any later date or that the affairs of Hercules Capital, Inc. have not changed since the
date hereof. This prospectus will be updated to reflect material changes.
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Hercules Capital, Inc., our logo and other trademarks of Hercules Capital, Inc. mentioned in this prospectus are the property of Hercules Capital,
Inc. All other trademarks or trade names referred to in this prospectus are the property of their respective owners.
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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 using the �shelf� registration
process. Under the shelf registration process, which constitutes a delayed offering in reliance on Rule 415 under the Securities Act of 1933, as
amended (the �Securities Act�), we may offer, from time to time, up to $600,000,000 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 securities 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, including existing stockholders in a rights offering, 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. This prospectus provides you with a general description of the securities that we may offer. Each time we use
this prospectus to offer securities, we will provide a prospectus supplement that will contain specific information about the terms of that
offering. Please carefully read this prospectus and any such supplements together with the additional information described under �Where You
Can Find Additional Information� in the �Summary� and �Risk Factors� sections before you make an investment decision.

A prospectus supplement may also add to, update or change information contained in this prospectus.
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SUMMARY

This summary highlights some of the information in this prospectus and may not contain all of the information that is important to you. For a
more complete understanding of this offering, we encourage you to read this entire prospectus and the documents that are referenced in this
prospectus, together with any accompanying supplements. In this prospectus, unless the context otherwise requires, the �Company,�
�Hercules,� �HTGC,� �we,� �us� and �our� refer to Hercules Capital, Inc. and its wholly owned subsidiaries and its affiliated securitization
trusts on or after February 25, 2016 and �Hercules Technology Growth Capital, Inc.� and its wholly owned subsidiaries and its affiliated
securitization trusts prior to February 25, 2016 unless the context otherwise requires.

Our Company

We are a specialty finance company focused on providing senior secured loans to high-growth, innovative venture capital-backed companies in a
variety of technology, life sciences and sustainable and renewable technology industries. Our investment objective is to maximize our portfolio
total return by generating current income from our debt investments and capital appreciation from our warrant and equity-related investments.
We are an internally-managed, non-diversified closed-end investment company that has elected to be regulated as a business development
company under the Investment Company Act of 1940, as amended, or the 1940 Act. Effective January 1, 2006, we elected to be treated for tax
purposes as a regulated investment company, or RIC, under the Internal Revenue Code of 1986, as amended, or the Code.

As of March 31, 2017, our total assets were approximately $1.6 billion, of which our investments comprised $1.4 billion at fair value and
$1.5 billion at cost. Since inception through March 31, 2017, we have made debt and equity commitments of approximately $6.7 billion to our
portfolio companies.

We also make investments in qualifying small businesses through our two wholly-owned small business investment companies, or SBICs. Our
SBIC subsidiaries, Hercules Technology II, L.P., or HT II, and Hercules Technology III, L.P., or HT III, hold approximately $102.3 million and
$264.1 million in assets, respectively, and accounted for approximately 5.4% and 13.8% of our total assets, respectively, prior to consolidation at
March 31, 2017. At March 31, 2017, we have issued $190.2 million in SBA-guaranteed debentures in our SBIC subsidiaries. See
�Regulation�Small Business Administration Regulations� for additional information regarding our SBIC subsidiaries. As of March 31, 2017, our
investment professionals, including Manuel A. Henriquez, our co-founder, Chairman, President and Chief Executive Officer, are currently
comprised of 33 professionals who have, on average, more than 15 years of experience in venture capital, structured finance, commercial
lending or acquisition finance with the types of technology-related companies that we are targeting. We believe that we can leverage the
experience and relationships of our management team to successfully identify attractive investment opportunities, underwrite prospective
portfolio companies and structure customized financing solutions.

1
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The following chart shows the ownership structure and relationship of certain entities with us.

Our Market Opportunity

We believe that technology-related companies compete in one of the largest and most rapidly growing sectors of the U.S. economy and that
continued growth is supported by ongoing innovation and performance improvements in technology products as well as the adoption of
technology across virtually all industries in response to competitive pressures. We believe that an attractive market opportunity exists for a
specialty finance company focused primarily on investments in structured debt with warrants in technology- related companies for the following
reasons:

� technology-related companies have generally been underserved by traditional lending sources;

� unfulfilled demand exists for structured debt financing to technology-related companies due to the complexity of evaluating risk in
these investments; and

� structured debt with warrants products are less dilutive and complement equity financing from venture capital and private equity
funds.

Technology-Related Companies are Underserved by Traditional Lenders. We believe many viable technology-related companies backed by
financial sponsors have been unable to obtain sufficient growth financing from traditional lenders, including financial services companies such
as commercial banks and finance companies because traditional lenders have continued to consolidate and have adopted a more risk-averse
approach to lending. More importantly, we believe traditional lenders are typically unable to underwrite the risk associated with these companies
effectively.

The unique cash flow characteristics of many technology-related companies typically include significant research and development expenditures
and high projected revenue growth thus often making such companies

2
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difficult to evaluate from a credit perspective. In addition, the balance sheets of these companies often include a disproportionately large amount
of intellectual property assets, which can be difficult to value. Finally, the speed of innovation in technology and rapid shifts in consumer
demand and market share add to the difficulty in evaluating technology-related companies.

Due to the difficulties described above, we believe traditional lenders generally refrain from entering the structured debt financing marketplace,
instead preferring the risk-reward profile of asset based lending. Traditional lenders generally do not have flexible product offerings that meet
the needs of technology-related companies. The financing products offered by traditional lenders typically impose on borrowers many restrictive
covenants and conditions, including limiting cash outflows and requiring a significant depository relationship to facilitate rapid liquidation.

Unfulfilled Demand for Structured Debt Financing to Technology-Related Companies. Private debt capital in the form of structured debt
financing from specialty finance companies continues to be an important source of funding for technology-related companies. We believe that
the level of demand for structured debt financing is a function of the level of annual venture equity investment activity.

We believe that demand for structured debt financing is currently underserved. The venture capital market for the technology-related companies
in which we invest has been active. Therefore, to the extent we have capital available, we believe this is an opportune time to be active in the
structured lending market for technology-related companies.

Structured Debt with Warrants Products Complement Equity Financing From Venture Capital and Private Equity Funds. We believe that
technology-related companies and their financial sponsors will continue to view structured debt securities as an attractive source of capital
because it augments the capital provided by venture capital and private equity funds. We believe that our structured debt with warrants products
provide access to growth capital that otherwise may only be available through incremental investments by existing equity investors. As such, we
provide portfolio companies and their financial sponsors with an opportunity to diversify their capital sources. Generally, we believe many
technology-related companies at all stages of development target a portion of their capital to be debt in an attempt to achieve a higher valuation
through internal growth. In addition, because financial sponsor-backed companies have reached a more mature stage prior to reaching a liquidity
event, we believe our investments could provide the debt capital needed to grow or recapitalize during the extended period sometimes required
prior to liquidity events.

Our Business Strategy

Our strategy to achieve our investment objective includes the following key elements:

Leverage the Experience and Industry Relationships of Our Management Team and Investment Professionals. We have assembled a team of
experienced investment professionals with extensive experience as venture capitalists, commercial lenders, and originators of structured debt and
equity investments in technology-related companies. Our investment professionals have, on average, more than 15 years of experience as equity
investors in, and/or lenders to, technology-related companies. In addition, our team members have originated structured debt, debt with warrants
and equity investments in over 375 technology-related companies, representing approximately $6.7 billion in commitments from inception to
March 31, 2017, and have developed a network of industry contacts with investors and other participants within the venture capital and private
equity communities. In addition, members of our management team also have operational, research and development and finance experience
with technology-related companies. We have established contacts with leading venture capital and private equity fund sponsors, public and
private companies, research institutions and other industry participants, which we believe will enable us to identify and attract well-positioned
prospective portfolio companies.

3
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We focus our investing activities generally in industries in which our investment professionals have investment experience. We believe that our
focus on financing technology-related companies will enable us to leverage our expertise in structuring prospective investments, to assess the
value of both tangible and intangible assets, to evaluate the business prospects and operating characteristics of technology-related companies and
to identify and originate potentially attractive investments with these types of companies.

Mitigate Risk of Principal Loss and Build a Portfolio of Equity-Related Securities. We expect that our investments have the potential to
produce attractive risk-adjusted returns through current income, in the form of interest and fee income, as well as capital appreciation from
warrant and equity-related securities. We believe that we can mitigate the risk of loss on our debt investments through the combination of loan
principal amortization, cash interest payments, relatively short maturities (typically between 24-48 months), security interests in the assets of our
portfolio companies, and on select investment covenants requiring prospective portfolio companies to have certain amounts of available cash at
the time of our investment and the continued support from a venture capital or private equity firm at the time we make our investment. Although
we do not currently engage in hedging transactions, we may engage in hedging transactions in the future utilizing instruments such as forward
contracts, currency options and interest rate swaps, caps, collars, and floors.

Historically our structured debt investments to technology-related companies typically include warrants or other equity interests, giving us the
potential to realize equity-like returns on a portion of our investment. In addition, in some cases, we receive the right to make additional equity
investments in our portfolio companies, including the right to convert some portion of our debt into equity, in connection with future equity
financing rounds. We believe these equity interests will create the potential for meaningful long-term capital gains in connection with the future
liquidity events of these technology-related companies.

Provide Customized Financing Complementary to Financial Sponsors� Capital. We offer a broad range of investment structures and possess
expertise and experience to effectively structure and price investments in technology-related companies. Unlike many of our competitors that
only invest in companies that fit a specific set of investment parameters, we have the flexibility to structure our investments to suit the particular
needs of our portfolio companies. We offer customized financing solutions ranging from senior debt, including below-investment grade debt
instruments (also known as �junk bonds�), to equity capital, with a focus on structured debt with warrants.

We use our relationships in the financial sponsor community to originate investment opportunities. Because venture capital and private equity
funds typically invest solely in the equity securities of their portfolio companies, we believe that our debt investments will be viewed as an
attractive and complimentary source of capital, both by the portfolio company and by the portfolio company�s financial sponsor. In addition, we
believe that many venture capital and private equity fund sponsors encourage their portfolio companies to use debt financing for a portion of
their capital needs as a means of potentially enhancing equity returns, minimizing equity dilution and increasing valuations prior to a subsequent
equity financing round or a liquidity event.

Invest at Various Stages of Development. We provide growth capital to technology-related companies at all stages of development, including
select publicly listed companies and select special opportunity lower middle market companies that require additional capital to fund
acquisitions, recapitalizations and refinancings and established-stage companies. We believe that this provides us with a broader range of
potential investment opportunities than those available to many of our competitors, who generally focus their investments on a particular stage in
a company�s development. Because of the flexible structure of our investments and the extensive experience of our investment professionals, we
believe we are well positioned to take advantage of these investment opportunities at all stages of prospective portfolio companies� development.

Benefit from Our Efficient Organizational Structure. We believe that the perpetual nature of our corporate structure enables us to be a
long-term partner for our portfolio companies in contrast to traditional investment

4
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funds, which typically have a limited life. In addition, because of our access to the equity markets, we believe that we may benefit from a lower
cost of capital than that available to private investment funds. We are not subject to requirements to return invested capital to investors nor do
we have a finite investment horizon. Capital providers that are subject to such limitations are often required to seek a liquidity event more
quickly than they otherwise might, which can result in a lower overall return on an investment.

Deal Sourcing Through Our Proprietary Database. We have developed a proprietary and comprehensive structured query language-based
(�SQL�) database system to track various aspects of our investment process including sourcing, originations, transaction monitoring and
post-investment performance. As of March 31, 2017, our proprietary SQL-based database system included approximately 47,000
technology-related companies and approximately 9,500 venture capital firms, private equity sponsors/investors, as well as various other industry
contacts. This proprietary SQL system allows us to maintain, cultivate and grow our industry relationships while providing us with
comprehensive details on companies in the technology-related industries and their financial sponsors.

Dividend Reinvestment Plan

We maintain an �opt-out� dividend reinvestment plan that provides for reinvestment of our distribution on behalf of our stockholders, unless a
stockholder elects to receive cash. See �Dividend Reinvestment Plan.� Those stockholders whose shares are held by a broker or other financial
intermediary may receive distributions in cash by notifying their broker or other financial intermediary of their election.

Taxation

Effective January 1, 2006, we elected to be treated for tax purposes as a RIC under the Code. As a RIC, we generally will not be subject to
corporate-level federal income taxes on any ordinary income or capital gains that we distribute as dividends for U.S. federal income tax purposes
to our stockholders, which allows us to reduce or eliminate our corporate level tax. See �Certain United States Federal Income Tax
Considerations.� To maintain our ability to be subject to tax as a RIC, we must meet specified source-of-income and asset diversification
requirements and distribute each taxable year dividends for U.S. federal income tax purposes of an amount generally at least equal to 90% of the
sum of our net ordinary income and realized net short-term capital gains in excess of realized net long-term capital losses, if any, out of assets
legally available for distribution. There is no assurance that we will meet these tests and be able to maintain our RIC status. If we do not qualify
as a RIC, we would be subject to tax as a C corporation.

Assuming we continue to be treated as a RIC under the Code, distributions from our taxable earnings (including net realized securities gains)
paid to our U.S. resident shareholders generally will be subject to U.S. federal income tax at rates applicable to ordinary income or capital gains,
as appropriate, and all or a portion of such distributions paid to qualifying shareholders not resident in the U.S. (i.e., foreign shareholders)
generally would not be subject U.S. nonresident withholding tax. See �Certain United States Federal Income Tax Considerations.�

Use of Proceeds

We intend to use the net proceeds from selling our securities for general corporate purposes, which includes investing in debt and equity
securities, repayment of indebtedness and other general corporate purposes. The supplement to this prospectus relating to an offering will more
fully identify the use of proceeds from such offering.

5
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Leverage

We borrow funds to make additional investments, and we have granted, and may in the future grant, a security interest in our assets to a lender in
connection with any such borrowings, including any borrowings by any of our subsidiaries. We use this practice, which is known as �leverage,� to
attempt to increase returns to our common stockholders. However, leverage involves significant risks. See �Risk Factors.� With certain limited
exceptions, we are only allowed to borrow amounts such that our asset coverage, as defined in the 1940 Act, equals at least 200% after such
borrowing. We received an exemptive order from the Securities and Exchange Commission, or SEC, that allows us to exclude all SBA leverage
from our asset coverage ratio. The amount of leverage that we employ will depend on our assessment of market and other factors at the time of
any proposed borrowing. See �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Financial Condition,
Liquidity, and Capital Resources� for additional information related to our outstanding debt.

Distributions

As a RIC, we are required to distribute dividends for U.S. federal income tax purposes each taxable year to our stockholders of an amount at
least equal to 90% of the sum of our net ordinary income and realized net short-term capital gains in excess of realized net long-term capital
losses, if any. We are not subject to corporate level income taxation on income we timely distribute as dividends for U.S. federal income tax
purposes to our stockholders. See �Certain United States Federal Income Tax Considerations.� We pay regular quarterly distributions based upon
an estimate of annual taxable income available for distribution to stockholders as well as the amount of any taxable income carried over from the
prior taxable year for distribution in the current taxable year.

Principal Risk Factors

Investing in our common stock may be speculative and involves certain risks relating to our structure and our investment objective that you
should consider before deciding whether to invest. In addition, we expect that our portfolio will continue to consist primarily of securities issued
by privately-held technology-related companies, which generally require additional capital to become profitable. These investments may involve
a high degree of business and financial risk, and they are generally illiquid. Our portfolio companies typically will require additional outside
capital beyond our investment in order to succeed or to fully repay the amounts owed to us. A large number of entities compete for the same
kind of investment opportunities as we seek.

We borrow funds to make our investments in portfolio companies. As a result, we are exposed to the risks of leverage, which may be considered
a speculative investment technique. Borrowings magnify the potential for gain and loss on amounts invested and, therefore increase the risks
associated with investing in our common stock. Also, we are subject to certain risks associated with valuing our portfolio, changing interest
rates, accessing additional capital, fluctuating quarterly results, and operating in a regulated environment. See �Risk Factors� for a discussion of
factors you should carefully consider before deciding whether to invest in our securities.

Certain Anti-Takeover Provisions

Our charter and bylaws, as well as certain statutes and regulations, contain provisions that may have the effect of discouraging a third party from
making an acquisition proposal for our company. This could delay or prevent a transaction that could give our stockholders the opportunity to
realize a premium over the price for their securities.

6

Edgar Filing: Hercules Capital, Inc. - Form N-2/A

Index to Financial Statements 14



Table of Contents

Index to Financial Statements

Recent Developments

Evaluation of Alternative Management Structures

On May 3, 2017, we filed preliminary proxy materials with the SEC for a special meeting of stockholders to seek approval for a proposed
advisory agreement with Hamilton Advisers LLC. However, after receiving feedback from our stockholders, on May 15, 2017, we decided to
postpone the proposed special meeting of stockholders indefinitely and formally withdrew the proxy materials containing our proposal seeking
stockholder approval of our plans to externalize our management structure to expand our ongoing review process. We, along with our
professional advisors, are currently evaluating alternatives with respect to our management structure. While internal management has served us
well since our formation, our board of directors (the �Board of Directors�) has concluded that there are limitations to that management structure
that may operate to our disadvantage. To that end, we are exploring the possibility of externalizing our management structure as a means of
addressing those concerns; and, we are also examining various alternatives that could be pursued with respect to externalization if we determine
that externalization is the proper course to follow. We and our independent directors are working with advisors to assist in these efforts. This
program will result in us incurring additional and unusual expense until this project is concluded. Should we determine to pursue externalization,
which would be subject to approval by our stockholders, it could involve some disruption (at least on a temporary basis) and expense during the
period of transition.

Distribution Declaration

On April 26, 2017, our Board of Directors declared a cash distribution of $0.31 per share which was paid on May 22, 2017 to stockholders of
record as of May 15, 2017. This distribution represented our forty-seventh consecutive distribution since our initial public offering, bringing the
total cumulative distribution to date to $13.09 per share.

Closed and Pending Commitments

As of July 19, 2017, we have:

� Closed debt and equity commitments of approximately $396.7 million to new and existing portfolio companies and funded
approximately $187.4 million subsequent to March 31, 2017.

� Pending commitments (signed non-binding term sheets) of approximately $80.0 million. The table below summarizes our
year-to-date closed and pending commitments as follows:

Closed Commitments and Pending Commitments (in millions)
January 1�March 31, 2017 Closed Commitments $ 190.7
Q2 and Q3 2017 Closed Commitments (as of July 19, 2017)(a) $ 206.0
Pending Commitments (as July 19, 2017)(b) $ 80.0

Closed and Pending Commitments as of July 19, 2017 $ 476.7

a. Closed Commitments may include renewals of existing credit facilities. Not all Closed Commitments result in future cash requirements. Commitments
generally fund over the two succeeding quarters from close.

b. Not all pending commitments (signed non-binding term sheets) are expected to close and they do not necessarily represent any future cash requirements.
Portfolio Company Developments
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filed confidentially under the Jumpstart Our Business Startups Act of 2012 (the �JOBS Act�). There can be no assurance that these companies will
complete their initial public offerings in a timely manner or at all. In addition, subsequent to March 31, 2017, our portfolio companies
announced the following liquidity events:

1. IronPlanet, Inc., a leading online marketplace for used heavy equipment and other durable assets, was acquired by Ritchie Bros.
Auctioneers Incorporated (NYSE & TSX: RBA), the world�s largest industrial auctioneer and a leading equipment distributor, for
approximately US $758.5 million. The transaction closed on May 31, 2017. We initially committed $37.5 million in venture debt
financing to IronPlanet in October 2014. We recognized a net realized gain of $5.1 million from the transaction, generating a fully
realized internal rate of return (�IRR�) of approximately 37.9% from its loan repayments and equity/warrant gains.

2. Lithium Technologies, Inc., a market leader in cloud-based social media engagement and online community solutions, announced
that it had entered into a definitive merger agreement to be acquired by Vista Equity Partners, a leading private equity firm focused
on investments in software, data and technology-enabled businesses. Lithium�s board of directors unanimously approved the
transaction on May 30, 2017. Terms of the transaction were not disclosed. We initially committed $25.0 million in venture debt
financing to Lithium in November 2016.

3. Merrimack Pharmaceuticals, Inc. (NASDAQ: MACK) completed its asset sale to Ipsen S.A. (Euronext: IPN; ADR:IPSEY), a
global specialty-driven pharmaceutical group committed to discovering new solutions for targeted debilitating diseases on April 3,
2017. Merrimack used part of the proceeds to extinguish the $175.0 million in outstanding Senior Secured Notes due in 2022, which
included our debt obligation. In addition, Merrimack announced that its Board of Directors had authorized and declared a special
cash dividend of $140.0 million on the company�s common stock. This special dividend was paid from the proceeds of the company�s
asset sale to Ipsen S.A. The special dividend was paid on May 26, 2017 to stockholders of record as of the close of business on
May 17, 2017.

4. Mast Therapeutics, Inc. announced the closing on April 27, 2017 of its previously announced merger with Savara Inc. (NASDAQ:
SVRA), a clinical-stage specialty pharmaceutical company focused on the development and commercialization of novel therapies for
the treatment of serious or life-threatening rare respiratory diseases. As part of the merger, the stockholders of Savara have become
the majority owners of Mast, and the operations of Mast and Savara have been combined. We initially committed $15.0 million in
venture debt financing to Mast in August 2015, and had an outstanding principal balance of $3.0 million and held warrants for
2.3 million shares of common stock as of March 31, 2017. The post-merger company, named Savara Inc., is based in Austin, TX and
features three inhaled product candidates, each in advanced stages of clinical development. The company will be led solely by
Savara�s current management team.

5. JumpStart Games, Inc. announced that it was acquired by NetDragon Websoft Holdings Limited (HKSE: 0777), a global leader in
building online communities, especially in the areas of gaming and education. NetDragon is located in Fuzhou, Fujian, China.
Hercules had committed $14.6 million in venture debt financing to JumpStart initially in March 2014. As of March 31, 2017, the
JumpStart senior secured debt investment was on non-accrual status, with a value of $3.1 million. The acquisition was completed by
NetDragon in Hong Kong on July 4, 2017. Hercules is scheduled to receive quarterly interest payments through June 30, 2018; and
the potential to receive principal repayment of a portion of its outstanding obligation at maturity on June 30, 2018, subject to
adjustments of JumpStart. In addition, the transaction also includes the potential for additional principal and interest recovery from
JumpStart �performance-based earnouts� which are expected to be payable on June 30, 2019, subject to the achievement of certain
performance milestones by JumpStart.
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6. Jaguar Animal Health, Inc. (NASDAQ: JAGX) entered a binding merger agreement on May 26, 2017 with Napo Pharmaceuticals,
a company that focuses on the development and commercialization of proprietary pharmaceuticals for the global marketplace in
collaboration with local partners. In addition, Jaguar Animal Health and Napo Pharmaceuticals announced the filing of two Orphan
Drug Designation Applications with U.S. Food & Drug Administration (FDA) for Mytesi for serious unmet medical needs.

7. Sungevity, Inc. In March 2017, our portfolio company Sungevity, Inc. announced that it had commenced voluntary Chapter 11
proceedings in the U.S. Bankruptcy Court for the District of Delaware. In connection with the restructuring process, and under
Section 363 of the Bankruptcy Code, Sungevity, Inc. entered into a $50.0 million asset purchase agreement and DIP financing
facility with a group of investors, led by Northern Pacific Group and including the Company. On April 7, 2017, the U.S. Bankruptcy
Court approved the DIP financing facility and on April 17, the U.S. Bankruptcy Court approved the asset purchase agreement. On
April 26, 2017, Solar Spectrum, a new company backed by the investment group, announced that it had acquired certain assets of
Sungevity, Inc. as part of the bankruptcy court-approved sale. Under the terms of the transaction, Solar Spectrum has acquired
Sungevity�s infrastructure, technology, installer network, supplier warrants and certain agreements. As a result of the bankruptcy
court-approved sale, the cost basis of our outstanding debt position in Sungevity, Inc. was converted into an equity position in Solar
Spectrum.

Employee Resignation

On June 26, 2017, Andrew Olson announced his resignation, effective July 21, 2017, from his position as Vice President of Finance and Senior
Controller. Gerard R. Waldt, Jr., the Company�s current Assistant Controller, will assume the position of Controller.

General Information

Our principal executive offices are located at 400 Hamilton Avenue, Suite 310, Palo Alto, California 94301, and our telephone number is
(650) 289-3060. We also have offices in Boston, MA, New York, NY, Washington, DC, Santa Monica, CA, Hartford, CT and San Diego, CA.
We maintain a website on the Internet at www.htgc.com. We make available, free of charge, on our website our proxy statement, annual report
on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports as soon as reasonably practicable
after we electronically file such material with, or furnish it to, the SEC. Information contained on our website is not incorporated by reference
into this prospectus, and you should not consider that information to be part of this prospectus.

We file annual, quarterly and current periodic reports, proxy statements and other information with the SEC, under the Securities Exchange Act
of 1934, as amended, or the Exchange Act. This information is available at the SEC�s public reference room at 100 F Street, N.E., Washington,
D.C. 20549. You may obtain information about the operation of the SEC�s public reference room by calling the SEC at (202) 551-8090. In
addition, the SEC maintains an Internet website, at www.sec.gov, that contains reports, proxy and information statements, and other information
regarding issuers, including us, who file documents electronically with the SEC.
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FEES AND EXPENSES

The following table is intended to assist you in understanding the various costs and expenses that an investor in our common stock will bear
directly or indirectly. However, we caution you that some of the percentages indicated in the table below are estimates and may vary. The
footnotes to the fee table state which items are estimates. Except where the context suggests otherwise, whenever this prospectus contains a
reference to fees or expenses paid by �you� or �us� or that �we� will pay fees or expenses, stockholders will indirectly bear such fees or expenses as
investors in Hercules Capital, Inc.

Stockholder Transaction Expenses (as a percentage of the public offering price):
Sales load (as a percentage of offering price)(1) �  % 
Offering expenses �  %(2)

Dividend reinvestment plan fees �  %(3)

Total stockholder transaction expenses (as a percentage of the public offering price) �  %(4)

Annual Expenses (as a percentage of net assets attributable to common stock):(5)

Operating expenses 5.45%(6)(7)

Interest and fees paid in connection with borrowed funds 6.03%(8)

Total annual expenses 11.48%(9)

(1) In the event that our securities are sold to or through underwriters, a corresponding prospectus supplement to this prospectus will disclose the applicable sales
load.

(2) In the event that we conduct an offering of our securities, a corresponding prospectus supplement to this prospectus will disclose the estimated offering
expenses.

(3) The expenses associated with the administration of our dividend reinvestment plan are included in �Operating expenses.� We pay all brokerage commissions
incurred with respect to open market purchases, if any, made by the administrator under the plan. For more details about the plan, see �Dividend Reinvestment
Plan.�

(4) Total stockholder transaction expenses may include sales load and will be disclosed in a future prospectus supplement, if any.
(5) �Net assets attributable to common stock� equals the weighted average net assets for the three-months ended March 31, 2017, which is approximately

$825.3 million.
(6) �Operating expenses� represent our actual operating expenses incurred for the three-months ended March 31, 2017, including all fees and expenses of our

consolidated subsidiaries and excluding interests and fees on indebtedness. This percentage for the year ended December 31, 2016 was 6.21%. See
�Management�s Discussion and Analysis of Financial Condition and Results of Operations� and �Management.�

(7) We do not have an investment adviser and are internally managed by our executive officers under the supervision of our Board of Directors. As a result, we
do not pay investment advisory fees, but instead we pay the operating costs associated with employing investment management professionals.

(8) �Interest and fees paid in connection with borrowed funds� represents our actual interest, fees and credit facility expenses incurred for the three-months ended
March 31, 2017, including our Wells Facility, Union Bank Facility, the 2024 Notes, the 2022 Convertible Notes, the 2021 Asset-Backed Notes and the SBA
debentures, each of which is defined herein. This percentage for the year ended December 31, 2016 was 5.04%.

(9) �Total annual expenses� is the sum of �operating expenses,� and �interest and fees paid in connection with borrowed funds.� This percentage for the year ended
December 31, 2016 was 11.25%. �Total annual expenses� is presented as a percentage of weighted average net assets attributable to common stockholders,
because the holders of shares of our common stock (and not the holders of our debt securities or preferred stock, if any) bear all of our fees and expenses,
including the fees and expenses of our wholly-owned consolidated subsidiaries, all of which are included in this fee table presentation.
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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. These amounts are based upon our payment of annual operating expenses at the levels
set forth in the table above and assume no additional leverage.

1 Year 3 Years 5 Years 10 Years
You would pay the following expenses on a $1,000 common stock
investment, assuming a 5% annual return $ 111 $ 313 $ 490 $ 845

The example and the expenses in the tables above should not be considered a representation of our future expenses, and actual expenses may be
greater or lesser than those shown. Moreover, while the example assumes, as required by the applicable rules of the SEC, a 5% annual return,
our performance will vary and may result in a return greater or lesser than 5%. In addition, while the example assumes reinvestment of all
distributions at net asset value (�NAV�), participants in our dividend reinvestment plan may receive shares valued at the market price in effect at
that time. This price may be at, above or below NAV. See �Dividend Reinvestment Plan� for additional information regarding our dividend
reinvestment plan.

11

Edgar Filing: Hercules Capital, Inc. - Form N-2/A

Index to Financial Statements 21



Table of Contents

Index to Financial Statements

SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial data should be read in conjunction with �Management�s Discussion and Analysis of Financial Condition
and Results of Operations,� �Senior Securities� and the consolidated financial statements and related notes included elsewhere herein. The
selected balance sheet data as of the end of fiscal year 2016, 2015, 2014, 2013, and 2012 and the financial statement of operations data for
fiscal 2016, 2015, 2014, 2013, and 2012 has been derived from our audited financial statements, which have been audited by
PricewaterhouseCoopers LLP, our independent registered public accounting firm, but not all of which are presented in this Form N-2.� The
historical data are not necessarily indicative of results to be expected for any future period. The selected financial and other data for the three
months ended March 31, 2017 and other quarterly financial information is derived from our unaudited financial statements, but in the opinion
of management, reflects all adjustments (consisting only of normal recurring adjustments) that are necessary to present fairly the results of such
interim periods. Interim results as of and for the three months ended March 31, 2017 are not necessarily indicative of the results that may be
expected for the year ending December 31, 2017.

For the Three-Months
Ended March 31,

(unaudited) For the Year Ended December 31,
(in thousands, except per share amounts)     2017        2016    2016 2015 2014 2013 2012
Investment income:
Interest $ 42,861 $ 36,474 $ 158,727 $ 140,266 $ 126,618 $ 123,671 $ 87,603
Fees 3,504 2,465 16,324 16,866 17,047 16,042 9,917

Total investment income 46,365 38,939 175,051 157,132 143,665 139,713 97,520
Operating expenses:
Interest 9,607 7,018 32,016 30,834 28,041 30,334 19,835
Loan fees 2,838 988 5,042 6,055 5,919 4,807 3,917
General and administrative:
Legal expenses 726 896 4,823 3,079 1,366 1,440 799
Other expenses 3,338 2,684 11,283 13,579 8,843 7,914 7,309

Total general and administrative 4,064 3,580 16,106 16,658 10,209 9,354 8,108
Employee Compensation:
Compensation and benefits 5,345 4,685 22,500 20,713 16,604 16,179 13,326
Stock-based compensation 1,833 2,571 7,043 9,370 9,561 5,974 4,227

Total employee compensation 7,178 7,256 29,543 30,083 26,165 22,153 17,553

Total operating expenses 23,687 18,842 82,707 83,630 70,334 66,648 49,413
Other income (loss) �  �  8,000 (1) (1,581) �  �  

Net investment income 22,678 20,097 100,344 73,501 71,750 73,065 48,107
Net realized gain (loss) on investments 3,237 (4,468) 4,576 5,147 20,112 14,836 3,168
Net change in unrealized appreciation (depreciation) on
investments (31,503) (1,334) (36,217) (35,732) (20,674) 11,545 (4,516) 

Total net realized and unrealized gain (loss) (28,266) (5,802) (31,641) (30,585) (562) 26,381 (1,348) 

Net increase (decrease) in net assets resulting from
operations $ (5,588) $ 14,295 $ 68,703 $ 42,916 $ 71,188 $ 99,446 $ 46,759

Change in net assets per common share (basic) $ (0.07) $ 0.20 $ 0.91 $ 0.60 $ 1.12 $ 1.67 $ 0.93

Distributions declared per common share: $ 0.31 $ 0.31 $ 1.24 $ 1.24 $ 1.24 $ 1.11 $ 0.95

Edgar Filing: Hercules Capital, Inc. - Form N-2/A

Index to Financial Statements 22



12

Edgar Filing: Hercules Capital, Inc. - Form N-2/A

Index to Financial Statements 23



Table of Contents

Index to Financial Statements

For the Three-Months
Ended March 31,

(unaudited) For the Year Ended December 31,
(in thousands, except per share amounts) 2017 2016 2016 2015 2014 2013 2012
Balance sheet data:
Investments, at value $ 1,406,267 $ 1,291,310 $ 1,423,942 $ 1,200,638 $ 1,020,737 $ 910,295 $ 906,300
Cash and cash equivalents 148,140 13,478 13,044 95,196 227,116 268,368 182,994
Total assets 1,586,248 1,331,815 1,464,204 1,334,761 1,299,223 1,221,715 1,123,643
Total liabilities 778,352 613,435 676,260 617,627 640,359 571,708 607,675
Total net assets 807,896 718,380 787,943 717,134 658,864 650,007 515,968

Other Data:
Total return (3) 9.47% 1.18% 26.87% (9.70%) (1.75%) 58.49% 28.28% 
Total debt investments, at value 1,311,925 1,205,673 1,328,803 1,110,209 923,906 821,988 827,540
Total warrant investments, at value 32,011 23,496 27,485 22,987 25,098 35,637 29,550
Total equity investments, at value 62,331 62,141 67,654 67,442 71,733 52,670 49,210
Unfunded Commitments(2) 75,865 64,640 59,683 75,402 147,689 69,091 19,265
Net asset value per share(1) $ 9.76 $ 9.81 $ 9.90 $ 9.94 $ 10.18 $ 10.51 $ 9.75

(1) Based on common shares outstanding at period end
(2) Amount represents unfunded commitments, including undrawn revolving facilities, which are available at the request of the portfolio company. Amount

excludes unfunded commitments which are unavailable due to the borrower having not met certain milestones.
(3) The total return equals the change in the ending market value over the beginning of the period price per share plus distributions paid per share during the

period, divided by the beginning price assuming the distribution is reinvested on the date of the issuance. The total return does not reflect any sales load that
must be paid by investors.

The following tables set forth certain quarterly financial information for each of the last eight quarters ended December 31, 2016 and the quarter
ending March 31, 2017. This information was derived from the Company�s unaudited consolidated financial statements. Results for any quarter
are not necessarily indicative of results for the full year or for any further quarter.

Quarter Ended

(in thousands, except per share data)
March 31,

2017
Total investment income $ 46,365
Net investment income 22,678
Net (decrease) in net assets resulting from operations (5,588) 
Change in net assets resulting from operations per common share (basic) $ (0.07) 

Quarter Ended

(in thousands, except per share data)
March 31,

2016
June 30,

2016
September 30,

2016
December 31,

2016
Total investment income $ 38,939 $ 43,538 $ 45,102 $ 47,472
Net investment income 20,097 23,354 23,776 33,117
Net increase in net assets resulting from operations 14,295 9,475 30,812 14,121
Change in net assets resulting from operations per common share (basic) $ 0.20 $ 0.13 $ 0.41 $ 0.18

Quarter Ended
March 31,

2015
June 30,

2015
September 30,

2015
December 31,

2015
Total investment income $ 32,494 $ 38,126 $ 47,132 $ 39,380
Net investment income 12,993 16,781 23,590 20,137
Net increase in net assets resulting from operations 21,919 2,752 4,075 14,170
Change in net assets resulting from operations per common share (basic) $ 0.33 $ 0.03 $ 0.05 $ 0.20
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RISK FACTORS

Investing in our securities may be speculative and involves a high degree of risk. You should consider carefully the risks described below and all
other information contained in this prospectus, including our financial statements and the related notes and the schedules and exhibits to this
prospectus. The risks set forth below are not the only risks we face. Additional risks and uncertainties not presently known to us or not presently
deemed material by us may also impair our operations and performance. If any of the following risks occur, our business, financial condition
and results of operations could be materially adversely affected. In such case, our NAV and the trading price of our securities could decline, and
you may lose all or part of your investment.

Risks Related to our Business Structure

We are evaluating alternative management structures.

We, along with our professional advisors, are currently evaluating alternatives with respect to our management structure. While internal
management has served us well since our formation, the Board of Directors has concluded that there are limitations to that management structure
that may operate to our disadvantage. To that end, we are exploring the possibility of externalizing our management structure as a means of
addressing those concerns; and, we are also examining various alternatives that could be pursued with respect to externalization if we determine
that externalization is the proper course to follow. We and our independent directors are working with advisors to assist in these efforts. This
program will result in us incurring additional and unusual expense until this project is concluded. Should we determine to pursue externalization,
which would be subject to approval by our stockholders, it could involve some disruption (at least on a temporary basis) and expense during the
period of transition. There can be no assurance regarding the outcome of our examination of alternatives, including with respect to whether the
Board of Directors recommends externalization to our stockholders, the terms of any external management agreement (including with respect to
fees) or the identity of any external manager that may be recommended by the Board of Directors.

As an internally managed business development company, we are subject to certain restrictions that may adversely affect our business.

We are currently evaluating alternatives with respect to our management structure, including externalizing our management structure. We have
not decided on any course of action, and there can be no assurance regarding the outcome of our examination of alternatives, including with
respect to whether we decide to recommend externalization of our management to our stockholders. If we remain an internally managed
business development company, we will continue to be subject to certain restrictions that may place us at a competitive disadvantage to other
similar business development companies that are externally managed. As an internally managed business development company, the size and
categories of our assets under management is limited, and we are unable to offer as wide a variety of financial products to prospective portfolio
companies and sponsors (potentially limiting the size and diversification of our asset base). We therefore may not achieve efficiencies of scale
and greater management resources available to externally managed business development companies. Additionally, as an internally managed
business development company, our ability to offer more competitive and flexible compensation structures, such as offering both a profit sharing
plan and an equity incentive plan, is subject to the limitations imposed by the 1940 Act, which limits our ability to attract and retain talented
investment management professionals. As such, if we remain an internally managed business development company, these limitations could
inhibit our ability to grow, pursue our business plan and attract and retain professional talent, any or all of which may have a negative impact on
our business, financial condition and results of operations.

If we externalize our management structure, we will be dependent upon key personnel of the external adviser.

If we externalize our management structure, the external adviser will depend on the efforts, skills, reputations and business contacts of its key
personnel, the information and deal flow they and others generate
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during the normal course of their activities and the synergies among the diverse fields of expertise and knowledge held by the external adviser�s
professionals. The loss of the services of any of them could have a material adverse effect on us and could harm the external adviser�s ability to
manage our business.

If we externalize our management structure, our external adviser may experience conflicts of interest in connection with the management of
the Company.

If we externalize our management structure, our external adviser may experience conflicts of interest in connection with the management of the
Company, including, but not limited to, the following:

� The members, officers and other personnel of the external adviser allocate their time, resources and other services between the
Company and other investment and business activities in which they may be involved. Accordingly, they may have obligations to
such other entities, the fulfillment of which obligations may not be in the best interests of us or our stockholders;

� The external adviser may compete with certain of its affiliates, including other entities it manages, for investments for us, subjecting
the external adviser to potential conflicts of interest in evaluating the suitability of investment opportunities and making or
recommending acquisitions on our behalf;

� The compensation payable by us to the external adviser will be approved by the Board of Directors consistent with the exercise of
the requisite standard of care applicable to trustees under state law. Such compensation is payable, in most cases, regardless of the
quality of the assets acquired, the services provided to us or whether we make distributions to stockholders;

� The external adviser and its affiliates may provide a broad range of financial services to companies in which we invest, in
compliance with applicable law, and will generally be paid fees for such services;

� Affiliated investment vehicles formed in the future and managed by the external adviser or its affiliates may have overlapping
investment objectives with our own and, accordingly, may invest in asset classes similar to those targeted by us. As a result, the
external adviser may face conflicts in allocating investment opportunities between us and such other entities;

� The external adviser and its affiliates may not be not restricted from forming additional investment funds, from entering into other
investment advisory relationships (including, among others, relationships with clients that are employee benefit plans subject to
ERISA and related regulations), or from engaging in other business activities without the prior approval of our stockholders or our
Board of Directors, even though such activities may be in competition with us and/or may involve substantial time and resources of
the external adviser, which could detract from the external adviser�s time spent on our business;

� The external adviser and its affiliates may give advice and recommend securities to other clients which may differ from, or be
contrary to, advice given to, or securities recommended or bought for, us even though their investment objectives may be similar to
ours; and

� To the extent not restricted by confidentiality requirements or applicable law, the external adviser may apply experience and
information gained in providing services to our portfolio companies in providing services to competing companies invested in by
affiliates� other clients.
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As an internally managed business development company, we are dependent upon key management personnel for their time availability and
for our future success, particularly Manuel A. Henriquez, and if we are not able to hire and retain qualified personnel, or if we lose any
member of our senior management team, our ability to implement our business strategy could be significantly harmed.

As an internally managed business development company, our ability to achieve our investment objectives and to make distributions to our
stockholders depends upon the performance of our senior management. We depend upon the members of our senior management, particularly
Mr. Henriquez, as well as other key personnel
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for the identification, final selection, structuring, closing and monitoring of our investments. These employees have critical industry experience
and relationships on which we rely to implement our business plan. If we lose the services of Mr. Henriquez or any senior management
members, we may not be able to operate the business as we expect, and our ability to compete could be harmed, which could cause our operating
results to suffer. Furthermore, we do not have an employment agreement with Mr. Henriquez or our senior management that restricts them from
creating new investment vehicles subject to compliance with applicable law. We believe our future success will depend, in part, on our ability to
identify, attract and retain sufficient numbers of highly skilled employees. If we do not succeed in identifying, attracting and retaining such
personnel, we may not be able to operate our business as we expect.

As an internally managed business development company, our compensation structure is determined and set by our Board of Directors. This
structure currently includes salary and bonus and incentive compensation, which is issued through grants and subsequent vesting of restricted
stock. We are not generally permitted by the 1940 Act to employ an incentive compensation structure that directly ties performance of our
investment portfolio and results of operations to compensation owing to our granting of restricted stock as incentive compensation.

Members of our senior management may receive offers of more flexible and attractive compensation arrangements from other companies,
particularly from investment advisers to externally managed business development companies that are not subject to the same limitations on
incentive-based compensation that we, as an internally managed business development company are subject to. We do not currently have
agreements with our senior management that prohibit them from leaving and competing with our business. In addition, the evaluation of
alternative management structures discussed above may lead to changes in our management structure. A departure by one or more members of
our senior management could have a negative impact on our business, financial condition and results of operations.

Our business model depends to a significant extent upon strong referral relationships with venture capital and private equity fund sponsors,
and our inability to develop or maintain these relationships, or the failure of these relationships to generate investment opportunities, could
adversely affect our business.

We expect that members of our management team will maintain their relationships with venture capital and private equity firms, and we will
rely to a significant extent upon these relationships to provide us with our deal flow. If we fail to maintain our existing relationships, our
relationships become strained as a result of enforcing our rights with respect to non-performing portfolio companies in protecting our
investments or we fail to develop new relationships with other firms or sources of investment opportunities, then we will not be able to grow our
investment portfolio. In addition, persons with whom members of our management team have relationships are not obligated to provide us with
investment opportunities and, therefore, there is no assurance that such relationships will lead to the origination of debt or other investments.

We may be the target of litigation.

We may be the target of securities litigation in the future, particularly if the trading price of our common stock and our debt securities fluctuates
significantly. We could also generally be subject to litigation, including derivative actions by our stockholders. Any litigation could result in
substantial costs and divert management�s attention and resources from our business and cause a material adverse effect on our business,
financial condition and results of operations.

We operate in a highly competitive market for investment opportunities, and we may not be able to compete effectively.

A number of entities compete with us to make the types of investments that we plan to make in prospective portfolio companies. We compete
with a large number of venture capital and private equity firms, as well as with other investment funds, business development companies,
investment banks and other sources of financing,
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including traditional financial services companies such as commercial banks and finance companies. Many of our competitors are substantially
larger and have considerably greater financial, technical, marketing and other resources than we do. For example, some competitors may have a
lower cost of funds and/or access to funding sources that are not available to us. This may enable some competitors to make loans with interest
rates that are comparable to or lower than the rates that we typically offer.

A significant increase in the number and/or the size of our competitors, including traditional commercial lenders and other financing sources, in
technology-related industries could force us to accept less attractive investment terms. We may be unable to capitalize on certain opportunities if
we do not match competitors� pricing, terms and structure. If we do match competitors� pricing, terms or structure, we may experience decreased
net interest income and increased risk of credit losses. In addition, some of our competitors may have higher risk tolerances or different risk
assessments, which could allow them to consider a wider variety of investments, establish more relationships and build their market shares. An
increasing number of competitors may also have the effect of compressing our margins, which could harm our ability to retain employees,
increase our operating costs, and decrease the amount and frequency of future distributions. Furthermore, many potential competitors are not
subject to the regulatory restrictions that the 1940 Act imposes on us as a business development company or that the Code imposes on us as a
RIC. If we are not able to compete effectively, our business, financial condition, and results of operations will be adversely affected. As a result
of this competition, there can be no assurance that we will be able to identify and take advantage of attractive investment opportunities, or that
we will be able to fully invest our available capital.

If we are unable to manage our future growth effectively, we may be unable to achieve our investment objective, which could adversely affect
our financial condition and results of operations and cause the value of your investment to decline.

Our ability to achieve our investment objective will depend on our ability to sustain growth. Sustaining growth will depend, in turn, on our
senior management team�s ability to identify, evaluate, finance and invest in suitable companies that meet our investment criteria. Accomplishing
this result on a cost-effective basis is largely a function of our marketing capabilities, our management of the investment process, our ability to
provide efficient services and our access to financing sources on acceptable terms. Organizational growth and scale-up of our investments could
strain our existing managerial, investment, financial and other resources. Management of the Company�s growth divert financial resources from
other projects. Failure to manage our future growth effectively could lead to a decrease in our future distributions and have a material adverse
effect on our business, financial condition and results of operations.

Because we intend to distribute substantially all of our income to our stockholders in order to qualify as a RIC, we will continue to need
additional capital to finance our growth. If additional funds are unavailable or not available on favorable terms, our ability to grow will be
impaired.

In order to satisfy the tax requirements applicable to a RIC, to avoid being subject to excise taxes and to minimize or avoid being subject to
income taxes, we intend to make distributions to our stockholders treated as dividends for U.S. federal income tax purposes generally of an
amount at least equal to substantially all of our net ordinary income and realized net capital gains except for certain realized net capital gains,
which we may retain, pay applicable income taxes with respect thereto and elect to treat as deemed distributions to our stockholders. 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 includes all of our borrowings and any preferred stock that we may issue in the future, of at least 200%. This requirement limits the
amount that we may borrow. This limitation may prevent us from incurring debt and require us to raise additional equity at a time when it may
be disadvantageous to do so. We cannot assure you that debt and equity financing will be available to us on favorable terms, or at all, and debt
financings may be restricted by the terms of any of our outstanding borrowings. If we are unable to incur additional debt, we may be required to
raise additional equity at a time when it may be disadvantageous to do so. In addition, shares of closed-end investment companies have recently
traded at discounts to their NAV.
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This characteristic of closed-end investment companies is separate and distinct from the risk that our NAV per share may decline. We cannot
predict whether shares of our common stock will trade above, at or below our NAV. If our common stock trades below its NAV, we generally
will not be able to issue additional shares of our common stock at its market price without first obtaining the approval for such issuance from our
stockholders and our independent directors. If additional funds are not available to us, we could be forced to curtail or cease new lending and
investment activities, and our NAV could decline. In addition, our results of operations and financial condition could be adversely affected.

Because most of our investments typically are not in publicly-traded securities, there is uncertainty regarding the value of our investments,
which could adversely affect the determination of our NAV.

At March 31, 2017, portfolio investments, whose fair value is determined in good faith by the Board of Directors, were approximately 88.7% of
our total assets. We expect our investments to continue to consist primarily of securities issued by privately-held companies, the fair value of
which is not readily determinable. In addition, we are not permitted to maintain a general reserve for anticipated loan losses. Instead, we are
required by the 1940 Act to specifically value each investment and record an unrealized gain or loss for any asset that we believe has increased
or decreased in value.

There is no single standard for determining fair value in good faith. We value these securities at fair value as determined in good faith by our
Board of Directors, based on the recommendations of our Audit Committee. In making a good faith determination of the value of these
securities, we generally start with the cost basis of each security, which includes the amortized original issue discount, or OID, and
payment-in-kind, or PIK, interest, if any. The Audit Committee uses its best judgment in arriving at the fair value of these securities. As a result,
determining fair value requires that judgment be applied to the specific facts and circumstances of each portfolio investment while applying a
valuation process for the types of investments we make, which includes but is not limited to deriving a hypothetical exit price.

However, the Board of Directors retains ultimate authority as to the appropriate valuation of each investment. Because such valuations are
inherently uncertain and may be based on estimates, our determinations of fair value may differ materially from the values that would be
assessed if a ready market for these securities existed. We adjust quarterly the valuation of our portfolio to reflect the Board of Directors�
determination of the fair value of each investment in our portfolio. Any changes in fair value are recorded in our statement of operations as net
change in unrealized appreciation or depreciation. Our NAV 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.

Because we have substantial indebtedness, there could be increased risk in investing in our company.

Lenders have fixed dollar claims on our assets that are superior to the claims of stockholders, and we have granted, and may in the future grant,
lenders a security interest in our assets in connection with borrowings. In the case of a liquidation event, those lenders would receive proceeds
before our stockholders. In addition, borrowings, also known as leverage, magnify the potential for gain or loss on amounts invested and,
therefore, increase the risks associated with investing in our securities. Leverage is generally considered a speculative investment technique. If
the value of our assets increases, then leverage would cause the NAV attributable to our common stock to increase more than it otherwise would
have had we not leveraged. Conversely, if the value of our assets decreases, leverage would cause the NAV attributable to our common stock to
decline more than it otherwise would have had we not used leverage. Similarly, any increase in our revenue in excess of interest expense on our
borrowed funds would cause our net income to increase more than it would without the leverage. Any decrease in our revenue would cause our
net income to decline more than it would have had we not borrowed funds and could negatively affect our ability to make distributions on
common stock. Our ability to service any debt that we incur will depend largely on our financial performance and will be subject to prevailing
economic conditions and competitive pressures. We and, indirectly, our stockholders will bear the cost associated
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with our leverage activity. If we are not able to service our substantial indebtedness, our business could be harmed materially.

Our secured credit facilities with Wells Fargo Capital Finance LLC (the �Wells Facility�) and MUFG Union Bank, N.A. (the �Union Bank Facility,�
and together with the Wells Facility, our �Credit Facilities�), our 2024 Notes and our 2021 Asset-Backed Notes (as each term is defined below)
contain financial and operating covenants that could restrict our business activities, including our ability to declare dividend distributions if we
default under certain provisions.

As of March 31, 2017, we had no borrowings outstanding under the Wells Facility and the Union Bank Facility. In addition, as of March 31,
2017, we had approximately $190.2 million of indebtedness outstanding incurred by our SBIC subsidiaries, , approximately $258.5 million in
aggregate principal amount of 6.25% notes due 2024 (the �2024 Notes�), approximately $230.0 million in aggregate principal amount of 4.375%
convertible notes due 2022 (the �2022 Convertible Notes�) and approximately $101.4 million in aggregate principal amount of fixed rate
asset-backed notes issued in November 2014 (the �2021 Asset-Backed Notes�) in connection with our $237.4 million debt securitization (the �2014
Debt Securitization�).

There can be no assurance that we will be successful in obtaining any additional debt capital on terms acceptable to us or at all. If we are unable
to obtain debt capital, then our equity investors will not benefit from the potential for increased returns on equity resulting from leverage to the
extent that our investment strategy is successful and we may be limited in our ability to make new commitments or fundings to our portfolio
companies.

As a business development company, 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). In addition, we
may not be permitted to declare any cash distribution on our outstanding common shares, or purchase any such shares, unless, at the time of such
declaration or purchase, we have asset coverage of at least 200% after deducting the amount of such distribution or purchase price. If this ratio
declines below 200%, we may not be able to incur additional debt and may need to sell a portion of our investments to repay some debt when it
is disadvantageous to do so, and we may not be able to make distributions. As of March 31, 2017 our asset coverage ratio under our regulatory
requirements as a business development company was 237.0% excluding our SBIC debentures as a result of our exemptive order from the SEC
that allows us to exclude all SBA leverage from our asset coverage ratio and was 203.6% when including all SBA leverage.

Based on assumed leverage equal to 96.6% of our net assets as of March 31, 2017, our investment portfolio would have been required to
experience an annual return of at least 3.1% to cover annual interest payments on our additional indebtedness.

Illustration. The following table illustrates the effect of leverage on returns from an investment in our common stock assuming various annual
returns, net of expenses. The calculations in the table below are hypothetical and actual returns may be higher or lower than those appearing
below.

Annual Return on Our Portfolio
(Net of Expenses)

-10% -5% 0% 5% 10%
Corresponding return to stockholder(1) (25.75) (15.93) (6.12) 3.70 13.52

(1) Assumes $1.6 billion in total assets, $778.4 million in debt outstanding, $807.9 million in stockholders� equity, and an average cost of funds of 6.3%, which is
the approximate average cost of borrowed funds, including our Credit Facilities, 2019 Notes, 2022 Convertible Notes, 2024 Notes, our SBA debentures and
our 2021 Asset-Backed Notes for the period ended March 31, 2017. Actual interest payments may be different.
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It is likely that the terms of any current or future long-term or revolving credit or warehouse facility we may enter into in the future could
constrain our ability to grow our business.

Under our borrowings and our Credit Facilities, current lenders have, and any future lender or lenders may have, fixed dollar claims on our
assets that are senior to the claims of our stockholders and, thus, will have a preference over our stockholders with respect to our assets pledged
as collateral under the Credit Facilities. Our Credit Facilities and borrowings also subject us to various financial and operating covenants,
including, but not limited to, maintaining certain financial ratios and minimum tangible net worth amounts. Future credit facilities and
borrowings will likely subject us to similar or additional covenants. In addition, we may grant a security interest in our assets in connection with
any such credit facilities and borrowings.

Our Credit Facilities generally contain customary default provisions such as a minimum net worth amount, a profitability test, and a restriction
on changing our business and loan quality standards. In addition, our Credit Facilities require or are expected to require the repayment of all
outstanding debt on the maturity which may disrupt our business and potentially the business of our portfolio companies that are financed
through the facilities. An event of default under these facilities would likely result, among other things, in termination of the availability of
further funds under the facilities and accelerated maturity dates for all amounts outstanding under the facilities, which would likely disrupt our
business and, potentially, the business of the portfolio companies whose loans we finance through the facilities. This could reduce our revenues
and, by delaying any cash payment allowed to us under our facilities until the lender has been paid in full, reduce our liquidity and cash flow and
impair our ability to grow our business and our ability to make distributions sufficient to maintain our ability to be subject to tax as a RIC.

The terms of future available financing may place limits on our financial and operation flexibility. If we are unable to obtain sufficient capital in
the future, we may be forced to reduce or discontinue our operations, not be able to make new investments, or otherwise respond to changing
business conditions or competitive pressures.

In addition to regulatory requirements that restrict our ability to raise capital, our Credit Facilities and the 2024 Notes contain various
covenants which, if not complied with, could require accelerated repayment under the facility or require us to repurchase the 2024 Notes
thereby materially and adversely affecting our liquidity, financial condition, results of operations and ability to pay distributions.

The credit agreements governing our Credit Facilities and the 2024 Notes require us to comply with certain financial and operational covenants.
These covenants require us to, among other things, maintain certain financial ratios, including asset coverage, debt to equity and interest
coverage. Our ability to continue to comply with these covenants in the future depends on many factors, some of which are beyond our control.
There are no assurances that we will be able to comply with these covenants. Failure to comply with these covenants would result in a default
which, if we were unable to obtain a waiver from the lenders under our Credit Facilities and could accelerate repayment under the facilities or
the 2024 Notes and thereby have a material adverse impact on our liquidity, financial condition, results of operations and ability to pay a
sufficient amount of distributions and maintain our ability to be subject to tax as a RIC. We may not have enough available cash or be able to
obtain financing at the time we are required to make repurchases. See �Management�s Discussion and Analysis of Financial Condition of Results
of Operations�Borrowings.�

We may be unable to obtain debt capital on favorable terms or at all, in which case we would not be able to use leverage to increase the
return on our investments.

If we are unable to obtain debt capital, then our equity investors will not benefit from the potential for increased returns on equity resulting from
leverage to the extent that our investment strategy is successful and we may be limited in our ability to make new commitments or fundings to
our portfolio companies. An inability to obtain debt capital may also limit our ability to refinance existing indebtedness, particularly during
periods of adverse credit market conditions when refinancing indebtedness may not be available under interest rates and other terms acceptable
to us or at all.
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We are subject to certain risks as a result of our interests in connection with the 2014 Debt Securitization and our equity interest in the 2014
Securitization Issuer.

On November 13, 2014, in connection with the 2014 Debt Securitization and the offering of the 2021 Asset-Backed Notes by Hercules Capital
Funding Trust 2014-1 (the �2014 Securitization Issuer�), we sold and/or contributed to Hercules Capital Funding 2014-1 LLC, as trust depositor
(the �2014 Trust Depositor�), certain senior loans made to certain of our portfolio companies (the �2014 Loans�), which the 2014 Trust Depositor in
turn sold and/or contributed to the 2014 Securitization Issuer in exchange for 100% of the equity interest in the 2014 Securitization Issuer, cash
proceeds and other consideration. Following these transfers, the 2014 Securitization Issuer, and not the 2014 Trust Depositor or us, held all of
the ownership interest in the 2014 Loans.

As a result of the 2014 Debt Securitization, we hold, indirectly through the 2014 Trust Depositor, 100% of the equity interests in the 2014
Securitization Issuer. As a result, we consolidate the financial statements of the 2014 Trust Depositor and the 2014 Securitization Issuer, as well
as our other subsidiaries, in our consolidated financial statements. Because the 2014 Trust Depositor and the 2014 Securitization Issuer is
disregarded as an entity separate from its owners for U.S. federal income tax purposes, the sale or contribution by us to the 2014 Trust
Depositor, and by the 2014 Trust Depositor to the 2014 Securitization Issuer, as applicable, did not constitute a taxable event for U.S. federal
income tax purposes. If the U.S. Internal Revenue Service (�IRS�) were to take a contrary position, there could be a material adverse effect on our
business, financial condition, results of operations or cash flows.

Further, a failure of the 2014 Securitization Issuer to be treated as a disregarded entity for U.S. federal income tax purposes would constitute an
event of default pursuant to the indenture under the 2014 Debt Securitization, upon which the trustee under the 2014 Debt Securitization (the
�2014 Trustee�), may and will at the direction of a supermajority of the holders of the 2021 Asset-Backed Notes (the �2021 Noteholders�), declare
the 2021 Asset-Backed Notes, to be immediately due and payable and exercise remedies under the applicable indenture, including (i) to institute
proceedings for the collection of all amounts then payable on the 2021 Asset-Backed Notes, or under the applicable indenture, enforce any
judgment obtained, and collect from the 2014 Securitization Issuer and any other obligor upon the 2021 Asset-Backed Notes monies adjudged
due; (ii) institute proceedings from time to time for the complete or partial foreclosure of the applicable indenture with respect to the property of
the 2014 Securitization Issuer; (iii) exercise any remedies as a secured party under the relevant Uniform Commercial Code and take other
appropriate action under applicable law to protect and enforce the rights and remedies of the 2014 Trustee and the 2021 Noteholders; or (iv) sell
the property of the 2014 Securitization Issuer or any portion thereof or rights or interest therein at one or more public or private sales called and
conducted in any matter permitted by law. Any such exercise of remedies could have a material adverse effect on our business, financial
condition, results of operations or cash flows.

An event of default in connection with the 2014 Debt Securitization could give rise to a cross-default under our other material indebtedness.

The documents governing our other material indebtedness contain customary cross-default provisions that could be triggered if an event of
default occurs in connection with the 2014 Debt Securitization. An event of default with respect to our other indebtedness could lead to the
acceleration of such indebtedness and the exercise of other remedies as provided in the documents governing such other indebtedness. This
could have a material adverse effect on our business, financial condition, results of operations and cash flows and may result in our inability to
make distributions sufficient to maintain our ability to be subject to tax as a RIC.

We may not receive cash distributions in respect of our indirect ownership interests in the 2014 Securitization Issuer.

Apart from fees payable to us in connection with our role as servicer of the 2014 Loans and the reimbursement of related amounts under the
documents governing the 2014 Debt Securitization, we receive cash
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in connection with the 2014 Debt Securitization only to the extent that the 2014 Trust Depositor receives payments in respect of its equity
interests in the 2014 Securitization Issuer. The respective holders of the equity interests in the 2014 Securitization Issuer are the residual
claimants on distributions, if any, made by the 2014 Securitization Issuer after the respective 2021 Noteholders and other claimants have been
paid in full on each payment date or upon maturity of the 2021 Asset-Backed Notes, subject to the priority of payments under the 2014 Debt
Securitization documents governing the 2014 Debt Securitization. To the extent that the value of a 2014 Securitization Issuer�s portfolio of loans
is reduced as a result of conditions in the credit markets (relevant in the event of a liquidation event), other macroeconomic factors, distressed or
defaulted loans or the failure of individual portfolio companies to otherwise meet their obligations in respect of the loans, or for any other
reason, the ability of the 2014 Securitization Issuer to make cash distributions in respect of the 2014 Trust Depositor�s equity interests would be
negatively affected and consequently, the value of the equity interests in the 2014 Securitization Issuer would also be reduced. In the event that
we fail to receive cash indirectly from the 2014 Securitization Issuer, we could be unable to make distributions, if at all, in amounts sufficient to
maintain our ability to be subject to tax as a RIC.

The interests of the 2021 Noteholders may not be aligned with our interests.

The 2021 Asset-Backed Notes are debt obligations ranking senior in right of payment to the rights of the holder of the equity interests in the
2014 Securitization Issuer, as residual claimants in respect of distributions, if any, made by the 2014 Securitization Issuer. As such, there are
circumstances in which the interests of the 2021 Noteholders may not be aligned with the interests of holders of the equity interests in the 2014
Securitization Issuer. For example, under the terms of the documents governing the 2014 Debt Securitization, the 2021 Noteholders have the
right to receive payments of principal and interest prior to holders of the equity interests.

For as long as the 2021 Asset-Backed Notes remain outstanding, the respective 2021 Noteholders have the right to act in certain circumstances
with respect to the 2014 Loans in ways that may benefit their interests but not the interests of the respective holders of the equity interests in the
2014 Securitization Issuer, including by exercising remedies under the documents governing the 2014 Debt Securitization.

If an event of default occurs, the 2021 Noteholders will be entitled to determine the remedies to be exercised, subject to the terms of the
documents governing the 2014 Debt Securitization. For example, upon the occurrence of an event of default with respect to the 2021
Asset-Backed Notes, the 2014 Trustee may and will at the direction of the holders of a supermajority of the applicable 2021 Asset-Backed Notes
declare the principal, together with any accrued interest, of the notes to be immediately due and payable. This would have the effect of
accelerating the principal on such notes, triggering a repayment obligation on the part of the 2014 Securitization Issuer. The 2021 Asset-Backed
Notes then outstanding will be paid in full before any further payment or distribution on the equity interest is made. There can be no assurance
that there will be sufficient funds through collections on the 2014 Loans or through the proceeds of the sale of the 2014 Loans in the event of a
bankruptcy or insolvency to repay in full the obligations under the 2021 Asset-Backed Notes, or to make any distribution to holders of the equity
interests in the 2014 Securitization Issuer.

Remedies pursued by the 2021 Noteholders could be adverse to our interests as the indirect holder of the equity interests in the 2014
Securitization Issuer. The 2021 Noteholders have no obligation to consider any possible adverse effect on such other interests. Thus, there can be
no assurance that any remedies pursued by the 2021 Noteholders will be consistent with the best interests of the 2014 Trust Depositor or that we
will receive, indirectly through the 2014 Trust Depositor, any payments or distributions upon an acceleration of the 2021 Asset-Backed Notes.
Any failure of the 2014 Securitization Issuer to make distributions in respect of the equity interests that we indirectly hold, whether as a result of
an event of default and the acceleration of payments on the 2021 Asset-Backed Notes or otherwise, could have a material adverse effect on our
business, financial condition, results of operations and cash flows and may result in our inability to make distributions sufficient to maintain our
ability to be subject to tax as a RIC.
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Certain events related to the performance of 2014 Loans could lead to the acceleration of principal payments on the 2021 Asset-Backed
Notes.

The following constitute rapid amortization events (�Rapid Amortization Events�) under the documents governing the 2014 Debt Securitization:
(i) the aggregate outstanding principal balance of delinquent 2014 Loans, and restructured 2014 Loans that would have been delinquent 2014
Loans had such loans not become restructured loans exceeds 10% of the current aggregate outstanding principal balance of the 2014 Loans for a
period of three consecutive months; (ii) the aggregate outstanding principal balance of defaulted 2014 Loans exceeds 5% of the initial
outstanding principal balance of the 2014 Loans determined as November 13, 2014 for a period of three consecutive months; (iii) the aggregate
outstanding principal balance of the 2021 Asset-Backed Notes exceeds the borrowing base for a period of three consecutive months; (iv) the
2014 Securitization Issuer�s pool of 2014 Loans contains 2014 Loans to ten or fewer obligors; and (v) the occurrence of an event of default under
the documents governing the 2014 Debt Securitization. After a Rapid Amortization Event has occurred, subject to the priority of payments under
the documents governing the 2014 Debt Securitization, principal collections on the 2014 Loans will be used to make accelerated payments of
principal on the 2021 Asset-Backed Notes until the principal balance of the 2021 Asset-Back Notes is reduced to zero. Such an event could
delay, reduce or eliminate the ability of the 2014 Securitization Issuer to make distributions in respect of the equity interests that we indirectly
hold, which could have a material adverse effect on our business, financial condition, results of operations and cash flows and may result in our
inability to make distributions sufficient to maintain our ability to be subject to tax as a RIC.

We have certain repurchase obligations with respect to the 2014 Loans transferred in connection with the 2014 Debt Securitization.

As part of the 2014 Debt Securitization, we entered into a sale and contribution agreement and a sale and servicing agreement under which we
would be required to repurchase any 2014 Loan (or participation interest therein) which was sold to the 2014 Securitization Issuer in breach of
certain customary representations and warranty made by us or by the 2014 Trust Depositors with respect to such 2014 Loan or the legal structure
of the 2014 Debt Securitization. To the extent that there is a breach of such representations and warranties and we fail to satisfy any such
repurchase obligation, a 2014 Trustee may, on behalf of the 2014 Securitization Issuer, bring an action against us to enforce these repurchase
obligations.

Our investments in a portfolio company, whether debt, equity, or a combination thereof, may lead to our receiving material non-public
information (�MNPI�) or obtaining �control� of the target company. Our ability to exit an investment where we have MNPI or control could be
limited and could result in a realized loss on the investment.

If we receive MNPI, or a controlling interest in a portfolio company, our ability to divest ourselves from a debt or equity investment could be
restricted. Causes of such restriction could include market factors, such as liquidity in a private stock, or limited trading volume in a public
company�s securities, or regulatory factors, such as the receipt of MNPI or insider blackout periods, where we are under legal obligation not to
sell. Additionally, we may choose not to take certain actions to protect a debt investment in a control investment portfolio company. As a result,
we could experience a decrease in the value of our portfolio company holdings and potentially incur a realized loss on the investment.

Regulations governing our operations as a business development company may affect our ability to, and the manner in which, we raise
additional capital, which may expose us to risks.

Our business will require a substantial amount of capital. We may acquire additional capital from the issuance of senior securities, including
borrowings, securitization transactions or other indebtedness, or the issuance of additional shares of our common stock. However, we may not be
able to raise additional capital in the future on favorable terms or at all. We may issue debt securities, other evidences of indebtedness or
preferred
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stock, and we may borrow money from banks or other financial institutions, which we refer to collectively as �senior securities,� up to the
maximum amount permitted by the 1940 Act. Under the 1940 Act, 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). In addition, we may not be permitted to declare any cash distribution on our outstanding common shares, or purchase any such shares,
unless, at the time of such declaration or purchase, we have asset coverage of at least 200% after deducting the amount of such distribution or
purchase price. Our ability to pay distributions or issue additional senior securities would be restricted if our asset coverage ratio were not at
least 200%. Legislation introduced in the U.S. House of Representatives during the 114th Congress proposed to modify this section of the 1940
Act and increase the amount of debt that business development companies may incur by modifying the asset coverage percentage from 200% to
150%. If such legislation is passed, we may be able to incur additional indebtedness in the future and, therefore, your risk of an investment in
our securities may increase.

If the value of our assets declines, we may be unable to satisfy this test. If that happens, we may be required to liquidate a portion of our
investments and repay a portion of our indebtedness at a time when such transaction may be disadvantageous. As a result of issuing senior
securities, we would also be exposed to risks associated with leverage, including an increased risk of loss. If we issue preferred stock, the
preferred stock would rank �senior� to common stock in our capital structure, preferred stockholders would have separate voting rights and might
have rights, preferences, or privileges more favorable than those of our common stockholders and the issuance of preferred stock could have the
effect of delaying, deferring, or preventing a transaction or a change of control that might involve a premium price for holders of our common
stock or otherwise be in your best interest. It is likely that any senior securities or other indebtedness we issue will be governed by an indenture
or other instrument containing covenants restricting our operating flexibility. Additionally, some of these securities or other indebtedness may be
rated by rating agencies, and in obtaining a rating for such securities and other indebtedness, we may be required to abide by operating and
investment guidelines that further restrict operating and financial flexibility.

To the extent that we are constrained in our ability to issue debt or other senior securities, we will depend on issuances of common stock to
finance operations. Other than in certain limited situations such as rights offerings, as a business development company, we are generally not
able to issue our common stock at a price below NAV without first obtaining required approvals from our stockholders and our independent
directors. If we raise additional funds by issuing more common stock or senior securities convertible into, or exchangeable for, our common
stock, then the percentage ownership of our stockholders at that time will decrease, and you might experience dilution. Moreover, we can offer
no assurance that we will be able to issue and sell additional equity securities in the future, on favorable terms or at all.

When we are a debt or minority equity investor in a portfolio company, we may not be in a position to control the entity, and management of
the company may make decisions that could decrease the value of our portfolio holdings.

We make both debt and minority equity investments; therefore, we are subject to the risk that a portfolio company may make business decisions
with which we disagree, and the stockholders and management of such company may take risks or otherwise act in ways that do not serve our
interests. As a result, a portfolio company may make decisions that could decrease the value of our portfolio holdings.

If we do not invest a sufficient portion of our assets in qualifying assets, we could fail to qualify as a business development company or be
precluded from investing according to our current business strategy.

As a business development company, we may not acquire any assets other than �qualifying assets� as defined under the 1940 Act, unless, at the
time of and after giving effect to such acquisition, at least 70% of our total assets are qualifying assets. See �Regulation.�
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We believe that most of the senior loans we make will constitute qualifying assets. However, we may be precluded from investing in what we
believe are attractive investments if such investments are not qualifying assets for purposes of the 1940 Act. If we do not invest a sufficient
portion of our assets in qualifying assets, we could lose our status as a business development company, which would have a material adverse
effect on our business, financial condition and results of operations. In addition, a rise in the equity markets may result in increased market
valuations of certain of our existing and prospective portfolio companies, which may lead to new investments with such companies being
qualified as non-eligible portfolio company assets and would require we invest in qualified assets or risk losing our status as a business
development company. 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 would be difficult to dispose of such investments on favorable terms. 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.

A failure on our part to maintain our qualification as a business development company would significantly reduce our operating flexibility.

If we fail to continuously qualify as a business development company, we might be subject to regulation as a registered closed-end investment
company under the 1940 Act, which would significantly decrease our operating flexibility, and lead to situations where we might have to restrict
our borrowings, reduce our leverage, sell securities and pursue other activities that we are allowed to engage in as a business development
company. In addition, failure to comply with the requirements imposed on business development companies by the 1940 Act could cause the
SEC to bring an enforcement action against us. For additional information on the qualification requirements of a business development
company, see �Regulation.�

To the extent OID and PIK interest constitute a portion of our income, we will be exposed to risks associated with such income being
required to be included in taxable and accounting income prior to receipt of cash representing such income.

Our investments may include OID instruments and contractual PIK interest arrangements, which represents contractual interest added to a loan
balance and due at the end of such loan�s term. To the extent OID or PIK interest constitute a portion of our income, we are exposed to risks
associated with such income being required to be included in taxable and accounting income prior to receipt of cash, including the following:

� The higher interest rates of OID and PIK instruments reflect the payment deferral and increased credit risk associated with these
instruments, and OID and PIK instruments generally represent a significantly higher credit risk than coupon loans.

� Even if the accounting conditions for income accrual are met, the borrower could still default when our actual collection is supposed
to occur at the maturity of the obligation, which could lead to future losses.

� OID and PIK instruments may have unreliable valuations because their continuing accruals require continuing judgments about the
collectability of the deferred payments and the value of any associated collateral. OID and PIK income may also create uncertainty
about the source of our cash distributions.

� For accounting purposes, any cash distributions to stockholders representing OID and PIK income are not treated as coming from
paid-in capital, even though the cash to pay them comes from the offering proceeds. As a result, despite the fact that a distribution
representing OID and PIK income could be paid out of amounts invested by our stockholders, the 1940 Act does not require that
stockholders be given notice of this fact by reporting it as a return of capital.

� The deferral of PIK interest may have a negative impact on our liquidity as it represents non-cash income that may require cash
distributions to our stockholders in order to maintain our ability to be subject to tax as a RIC.
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If we are unable to satisfy Code requirements for qualification as a RIC, then we will be subject to corporate-level income tax, which would
adversely affect our results of operations and financial condition.

We elected to be treated as a RIC for U.S. federal income tax purposes with the filing of our federal corporate income tax return for 2006. We
will not qualify for the tax treatment allowable to RICs if we are unable to comply with the source of income, asset diversification and
distribution requirements contained in Subchapter M of the Code, or if we fail to maintain our election to be regulated as a business development
company under the 1940 Act. If we fail to qualify as a RIC for any reason and become subject to a corporate-level income tax, the resulting
taxes could substantially reduce our net assets, the amount of income available for distribution to our stockholders and the actual amount of our
distributions. Such a failure would have a material adverse effect on us, the NAV of our common stock and the total return, if any, earned from
your investment in our common stock.

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

In accordance with U.S. federal tax requirements, we are required to include in income for tax purposes certain amounts that we have not yet
received in cash, such as OID and contractual PIK interest arrangements, which represent contractual interest added to a loan balance and due at
the end of such loan�s term. In addition to the cash yields received on our loans, in some instances, our loans generally include one or more of the
following: exit fees, balloon payment fees, commitment fees, success fees or prepayment fees. In some cases our loans also include contractual
PIK interest arrangements. The increases in loan balances as a result of contractual PIK arrangements are included in income for the period in
which such PIK interest was accrued, which is often in advance of receiving cash payment, and are separately identified on our statements of
cash flows. We also may be required to include in income for tax purposes certain other amounts prior to receiving the related cash.

Any warrants that we receive in connection with our debt investments will generally be valued as part of the negotiation process with the
particular portfolio company. As a result, a portion of the aggregate purchase price for the debt investments and warrants will be allocated to the
warrants that we receive. This will generally result in OID for tax purposes, which we must recognize as ordinary income, increasing the amount
that we are required to distribute in order to be subject to tax as a RIC. Because these warrants generally will not produce distributable cash for
us at the same time as we are required to make distributions in respect of the related OID, if ever, we would need to obtain cash from other
sources or to pay a portion of our distributions using shares of newly issued common stock, consistent with IRS guidelines and the Code, to
satisfy such distribution requirements.

Other features of the debt instruments that we hold may also cause such instruments to generate OID in excess of current cash interest received.
Since in certain cases we may recognize income before or without receiving cash representing such income, we may have difficulty meeting the
RIC tax requirement to make distributions each taxable year to our stockholders treated as dividends for U.S. federal income tax purposes
generally of an amount equal to at least 90% of our investment company taxable income, determined without regard to any deduction for
dividends paid. Under such circumstances, we may have to sell some of our assets, raise additional debt or equity capital or reduce new
investment originations to meet these distribution requirements. If we are unable to obtain cash from other sources and are otherwise unable to
satisfy such distribution requirements, we may fail to qualify to be subject to tax as a RIC and, thus, become subject to a corporate-level income
tax on all our taxable income (including any net realized securities gains).

Furthermore, we may invest in the equity securities of non-U.S. corporations (or other non-U.S. entities classified as corporations for U.S.
federal income tax purposes) that could be treated under the Code and U.S. Treasury regulations as �passive foreign investment companies�
(�PFICs�) and/or �controlled foreign corporations� (�CFCs�). The rules relating to investment in these types of non-U.S. entities are designed to ensure
that U.S. taxpayers are either, in effect, taxed currently (or on an accelerated basis with respect to
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corporate level events) or taxed at increased tax rates at distribution or disposition. In certain circumstances, these rules also could require us to
recognize taxable income or gains where we do not receive a corresponding payment in cash. Furthermore, under recently proposed Treasury
Regulations, certain income derived by us either from a PFIC with respect to which we have made a certain U.S. tax election or from a CFC
would generally constitute qualifying income for purposes of determining our ability to be subject to tax as a RIC only to the extent the PFIC or
CFC respectively makes distributions of that income to us. As such, we may be restricted in our ability to make QEF elections with respect to
our holdings in issuers that could either be treated as PFICs or CFCs in order to limit our tax liability or maximize our after-tax return from these
investments.

Our portfolio investments may present special tax issues.

Investments in below-investment grade debt instruments and certain equity securities may present special tax issues for us. U.S. federal income
tax rules are not entirely clear about issues such as when we may cease to accrue interest, OID or market discount, when and to what extent
deductions may be taken for bad debts or worthless debt in equity securities, how payments received on obligations in default should be
allocated between principal and interest income, as well as whether exchanges of debt instruments in a bankruptcy or workout context are
taxable. Such matters could cause us to recognize taxable income for U.S. federal income tax purposes, even in the absence of cash or economic
gain, and require us to make taxable distributions to our stockholders to maintain our RIC status or preclude the imposition of either U.S. federal
corporate income or excise taxation. Additionally, because such taxable income may not be matched by corresponding cash received by us, we
may be required to borrow money or dispose of other investments to be able to make distributions to our stockholders. These and other issues
will be considered by us, to the extent determined necessary, in order that we minimize the level of any U.S. federal income or excise tax that we
would otherwise incur. See �Certain United States Federal Income Tax Considerations�Taxation as a Regulated Investment Company.�

Legislative or regulatory tax changes could adversely affect you.

At any time, the U.S. federal income tax laws governing RICs or the administrative interpretations of those laws or regulations may be amended.
Any of those new laws, regulations or interpretations may take effect retroactively and could adversely affect the taxation of us or of you as a
stockholder. Therefore, changes in tax laws, regulations or administrative interpretations or any amendments thereto could diminish the value of
an investment in our shares or the value or the resale potential of our investments.

There is a risk that you may not receive distributions or that our distributions may not grow over time.

We intend to make distributions on a quarterly basis to our stockholders. We cannot assure you that we will achieve investment results, or our
business may not perform in a manner that will allow us to make a specified level of distributions or year-to-year increases in cash distributions.
In addition, due to the asset coverage test applicable to us as a business development company, we may be limited in our ability to make
distributions. Also, our Credit Facilities limit our ability to declare distributions to our stockholders if we default under certain provisions of our
Credit Facilities. Furthermore, while we may have undistributed earnings, those earnings may not yield distributions because we may incur
unrealized losses or otherwise be unable to distribute such earnings.

We have and may in the future choose to pay distributions in our own stock, in which case you may be required to pay tax in excess of the
cash you receive.

Under applicable Treasury regulations and other administrative authorities issued by the IRS, RICs are permitted to treat certain distributions
payable in their stock, as taxable dividends that will satisfy their annual distribution obligations for U.S. federal income tax and excise tax
purposes provided that stockholders have the opportunity to elect to receive all or a portion of such distribution in cash. Taxable stockholders
receiving distributions will be required to include the full amount of such distributions as ordinary income (or as long-term capital gain to the
extent such distribution is properly designated as a capital gain dividend) to the extent of our
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current and accumulated earnings and profits for U.S. federal income tax purposes. As a result, a U.S. stockholder may be required to pay tax
with respect to such distributions in excess of any cash received. If a U.S. stockholder sells the stock it receives as a distribution in order to pay
this tax, the sales proceeds may be less than the amount included in income with respect to the distribution, depending on the market price of our
stock at the time of the sale. Furthermore, with respect to non-U.S. stockholders, we may be required to withhold U.S. federal income tax with
respect to such distributions, including in respect of all or a portion of such distribution that is payable in stock. In addition, if a significant
number of our stockholders determine to sell shares of our stock in order to pay taxes owed on such distributions, then such sales may put
downward pressure on the trading price of our stock. We may in the future determine to distribute taxable distributions that are partially payable
in our common stock.

We are exposed to risks associated with changes in interest rates, including fluctuations in interest rates which could adversely affect our
profitability or the value of our portfolio

General interest rate fluctuations may have a substantial negative impact on our investments and investment opportunities, and, accordingly,
may have a material adverse effect on our investment objective and rate of return on investment capital. A portion of our income will depend
upon the difference between the rate at which we borrow funds and the interest rate on the debt securities in which we invest. Because we will
borrow money to make investments and may issue debt securities, preferred stock or other securities, our net investment income is dependent
upon the difference between the rate at which we borrow funds or pay interest or dividends on such debt securities, preferred stock or other
securities and the rate at which we invest these funds. Typically, we anticipate that our interest-earning investments will accrue and pay interest
at both variable and fixed rates, and that our interest-bearing liabilities will generally accrue interest at fixed rates.

A significant increase in market interest rates could harm our ability to attract new portfolio companies and originate new loans and investments.
In addition to potentially increasing the cost of our debt, increasing interest rates may also have a negative impact on our portfolio companies�
ability to repay or service their loans, which could enhance the risk of loan defaults. We expect that most of our current initial investments in
debt securities will be at floating rate with a floor. However, in the event that we make investments in debt securities at variable rates, a
significant increase in market interest rates could also result in an increase in our non-performing assets and a decrease in the value of our
portfolio because our floating-rate loan portfolio companies may be unable to meet higher payment obligations. As of March 31, 2017,
approximately 92.8% of our loans were at floating rates or floating rates with a floor and 7.2% of the loans were at fixed rates.

In periods of rising interest rates, our cost of funds would increase, resulting in a decrease in our net investment income. In addition, a decrease
in interest rates may reduce net income, because new investments may be made at lower rates despite the increased demand for our capital that
the decrease in interest rates may produce. We may, but will not be required to, hedge against the risk of adverse movement in interest rates in
our short-term and long-term borrowings relative to our portfolio of assets. If we engage in hedging activities, it may limit our ability to
participate in the benefits of lower interest rates with respect to the hedged portfolio. Adverse developments resulting from changes in interest
rates or hedging transactions could have a material adverse effect on our business, financial condition, and results of operations.

We may expose ourselves to risks if we engage in hedging transactions.

If we engage in hedging transactions, we may expose ourselves to risks associated with such transactions. We may utilize instruments such as
forward contracts, currency options and interest rate swaps, caps, collars and floors to seek to hedge against fluctuations in the relative values of
our portfolio positions from changes in currency exchange rates and market interest rates. Hedging against a decline in the values of our
portfolio positions does not eliminate the possibility of fluctuations in the values of such positions or prevent losses if the values of such
positions decline. However, such hedging can establish other positions designed to gain from those same developments, thereby offsetting the
decline in the value of such portfolio positions. Such hedging
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transactions may also limit the opportunity for gain if the values of the underlying portfolio positions should increase. It may not be possible to
hedge against an exchange rate or interest rate fluctuation that is so generally anticipated that we are not able to enter into a hedging transaction
at an acceptable price. Moreover, for a variety of reasons, we may not seek to establish a perfect correlation between such hedging instruments
and there can be no assurance that any such hedging arrangements will achieve the desired effect. During the three-months ended March 31,
2017, we did not engage in any hedging activities.

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). If recent legislation introduced in the U.S. House of Representatives is passed, or similar legislation is introduced, it 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 your risk of an investment in us may increase. However, the ultimate form and likely outcome
of such legislation or any similar legislation cannot be predicted.

Two of our wholly-owned subsidiaries are licensed by the U.S. Small Business Administration, and as a result, we will be subject to SBA
regulations, which could limit our capital or investment decisions.

Our wholly-owned subsidiaries HT II and HT III are licensed to act as SBICs and are regulated by the SBA. HT II and HT III hold
approximately $102.3 million and $264.1 million in assets, respectively, and they accounted for approximately 5.4% and 13.8% of our total
assets, respectively, prior to consolidation at March 31, 2017. The SBIC licenses allow our SBIC subsidiaries to obtain leverage by issuing
SBA-guaranteed debentures, subject to the issuance of a capital commitment by the SBA and other customary procedures.

The SBA regulations require that a licensed SBIC be periodically examined and audited by the SBA to determine its compliance with the
relevant SBA regulations. The SBA prohibits, without prior SBA approval, a �change of control� of an SBIC or transfers that would result in any
person (or a group of persons acting in concert) owning 10.0% or more of a class of capital stock of a licensed SBIC. If either HT II or HT III
fail to comply with applicable SBA regulations, the SBA could, depending on the severity of the violation, limit or prohibit HT II�s or HT III�s use
of debentures, declare outstanding debentures immediately due and payable, and/ or limit HT II or HT III from making new investments. Such
actions by the SBA would, in turn, negatively affect us because HT II and HT III are our wholly owned subsidiaries.

HT II and HT III were in compliance with the terms of the SBIC�s leverage as of March 31, 2017 as a result of having sufficient capital as
defined under the SBA regulations. Compliance with SBA requirements may cause HT II and HT III to forego attractive investment
opportunities that are not permitted under SBA regulations. See �Regulation�Small Business Administration Regulations.�

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

The SBA regulations currently limit the dollar amount of SBA-guaranteed debentures that can be issued by any one SBIC to $150.0 million or to
a group of SBICs under common control to $350.0 million.

An SBIC may not borrow an amount in excess of two times (and in certain cases, up to three times) its regulatory capital. As of March 31, 2017,
we have issued $190.2 million in SBA-guaranteed debentures in our SBIC subsidiaries, which is the maximum combined capacity for our SBIC
subsidiaries under our existing licenses. During times that we reach the maximum dollar amount of SBA-guaranteed debentures permitted, and if
we require additional capital, our cost of capital is likely to increase, and there is no assurance that we will be able to obtain additional financing
on acceptable terms.
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Moreover, the current status of our SBIC subsidiaries as SBICs does not automatically assure that our SBIC subsidiaries will continue to receive
SBA-guaranteed debenture funding. Receipt of SBA leverage funding is dependent upon our SBIC subsidiaries continuing to be in compliance
with SBA regulations and policies and available SBA funding. The amount of SBA leverage funding available to SBICs is dependent upon
annual Congressional authorizations and in the future may be subject to annual Congressional appropriations. There can be no assurance that
there will be sufficient debenture funding available at the times desired by our SBIC subsidiaries.

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

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

In order for us to continue to qualify for RIC tax treatment and to minimize corporate-level taxes, we will be required to distribute substantially
all of our investment company taxable income, determined without regard to any deduction for dividends paid, and net capital gains, including
income from certain of our subsidiaries, which includes the income from our SBIC subsidiaries. We will be partially dependent on our SBIC
subsidiaries for cash distributions to enable us to meet the RIC distribution requirements. Our SBIC subsidiaries may be limited by the Small
Business Investment Act of 1958, as amended, and SBA regulations governing SBICs, from making certain distributions to us that may be
necessary to maintain our ability to be subject to tax as a RIC. We may have to request a waiver of the SBA�s restrictions for our SBIC
subsidiaries to make certain distributions to maintain our ability to be subject to tax as a RIC. We cannot assure you that the SBA will grant such
waiver. If our SBIC subsidiaries are unable to obtain a waiver, compliance with the SBA regulations may result in loss of RIC tax treatment and
a consequent imposition of an entity-level tax on us.

If we fail to maintain an effective system of internal control over financial reporting, we may not be able to accurately report our financial
results or prevent fraud. As a result, stockholders could lose confidence in our financial and other public reporting, which would harm our
business and the trading price of our common stock.

Effective internal controls over financial reporting are necessary for us to provide reliable financial reports and, together with adequate
disclosure controls and procedures, are designed to prevent fraud. Any failure to implement required new or improved controls, or difficulties
encountered in their implementation could cause us to fail to meet our reporting obligations. In addition, any testing by us conducted in
connection with Section 404 of the Sarbanes-Oxley Act of 2002, as amended, or the Sarbanes-Oxley Act, or the subsequent testing by our
independent registered public accounting firm (when undertaken, as noted below), may reveal deficiencies in our internal controls over financial
reporting that are deemed to be material weaknesses or that may require prospective or retroactive changes to our consolidated financial
statements or identify other areas for further attention or improvement. Inferior internal controls could also cause investors and lenders to lose
confidence in our reported financial information, which could have a negative effect on the trading price of our common stock.

Our Board of Directors may change our investment objective, operating policies and strategies without prior notice or stockholder approval,
the effects of which may be adverse.

Our Board of Directors has the authority, except as otherwise provided in the 1940 Act, to modify or waive certain of our operating policies and
strategies without prior notice and without stockholder approval. However, absent stockholder approval, we may not change the nature of our
business so as to cease to be, or withdraw our

30

Edgar Filing: Hercules Capital, Inc. - Form N-2/A

Index to Financial Statements 43



Table of Contents

Index to Financial Statements

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 the market price of our common stock. Nevertheless, any such changes could materially and
adversely affect our business and impair our ability to make distributions to our stockholders.

Changes in laws or regulations governing our business could negatively affect the profitability of our operations.

Changes in the laws or regulations, or the interpretations of the laws and regulations, which govern business development companies, SBICs,
RICs or non-depository commercial lenders could significantly affect our operations and our cost of doing business. We are subject to federal,
state and local laws and regulations, in addition to applicable foreign and international laws and regulations, and are subject to judicial and
administrative decisions that affect our operations, including our loan originations maximum interest rates, fees and other charges, disclosures to
portfolio companies, the terms of secured transactions, collection and foreclosure procedures, and other trade practices. If these laws, regulations
or decisions change, or if we expand our business into jurisdictions that have adopted more stringent requirements than those in which we
currently conduct business, then we may have to incur significant expenses in order to comply or we may have to restrict our operations. In
addition, if we do not comply with applicable laws, regulations and decisions, then we may lose licenses needed for the conduct of our business
and be subject to civil fines and criminal penalties, any of which could have a material adverse effect upon our business results of operations or
financial condition.
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