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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

XI ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2006
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the transition period from to
Commission File No. 814-00735
(Exg name of Regipstrant as specified in its cBet)
Delaware 20-595115C
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)
295 Madison Avenue, 6th Floor
New York, New York 10017
(Address of principal executive offices)
(212) 455-8300
(Registrant’s telephone number, including area code
Securities registered pursuant to Section 12(b) afie Act:
Name of each exchange
Title of each class on which registered
Common Shares, par value $0.01 per share The NASDAQ Global Market

Securities registered pursuant to Section 12(g) ¢fie Act: None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edb#turities Act.  Yed No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ord}5f the Act. YesO No
Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Seeti® or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the Registrart vejuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days: YEXI NO O
Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K (82805 of this chapter) is not
contained herein, and will not be contained, toltast of registrant’s knowledge, in definitive pycxt information statements incorporated by
reference in Part Ill of this Form 10-K or any amerent to this Form 10-K.X]

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer” and “large accelerated filem’Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer]] Accelerated filef] Non-accelerated fildK]
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Actyes [ No

The aggregate market value of the voting and ndimy@ommon stock held by non-affiliates of theistgnt as of March 28, 2007 was
approximately $293 million based upon a closingeof $16.34 reported for such date by The NasdahabMarket. Common shares held
by each executive officer and director and by qamison who owns 5% or more of the outstanding comshares have been excluded in that
such persons may be deemed to be affiliates. Eiermination of affiliate status is not necessaailyonclusive determination for other
purposes.

The number of outstanding common shares of thetregit as of March 16, 2007 was 17,946,333.
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DOCUMENTS INCORPORATED BY REFERENCE

Documents incorporated by referencePortions of Kohlberg Capital Corporation’s Proxat®ment for its 2007 Annual Meeting of
Shareholders to be held on June 8, 2007 (the “Pstaiement”) are incorporated by reference inAlmsual Report on Form 1B-in respons
to Part Ill, Items 10, 11, 12, 13 and 14.

NOTE ABOUT REFERENCES TO KOHLBERG CAPITAL CORPORATI ON

In this Annual Report on Form 10-K (the “Annual Re), the “Company”, “we”, “us” and “ourtefer to Kohlberg Capital Corporatic
its subsidiaries and its wholly-owned portfolio quany, Katonah Debt Advisors, L.L.C. and related panies, unless the context otherwise
requires.

NOTE ABOUT TRADEMARKS

Kohlberg Capital Corporation, our logo and othadamarks of Kohlberg Capital Corporation are tluperty of Kohlberg Capital
Corporation. All other trademarks or trade namésrred to in this Annual Report are the propertyhair respective owners.

NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Annual Report includes forward-looking statetsewithin the meaning of Section 27A of the Sa@siAct and Section 21E of the
Securities Exchange Act. The matters discusseasminnual Report, as well as in future oral andtem statements by management of
Kohlberg Capital Corporation, that are forward-lomkstatements are based on current managemernttatipes that involve substantial risks
and uncertainties which could cause actual resultiéffer materially from the results expressedanimplied by, these forward-looking
statements. Forward-looking statements relatettoduevents or our future financial performance. §aerally identify forward-looking
statements by terminology such as “may,” “will,’htauld,” “expects,” “plans,” “anticipates,” “could;intends,” “target,” “projects,”
“contemplates,” “believes,” “estimates,” “prediét§potential” or “continue” or the negative of theserms or other similar words. Important
assumptions include our ability to originate neweistments, achieve certain margins and levelsdasitability, the availability of additional
capital, and the ability to maintain certain debasset ratios. In light of these and other ungdits, the inclusion of a projection or forward-
looking statement in this Annual Report should im®tregarded as a representation by us that ous plaobjectives will be achieved. The
forward-looking statements contained in this AnrRRaport include statements as to:

» our future operating result

» our business prospects and the prospects of ostirexiand prospective portfolio compani

» the impact of investments that we expect to m

» ourinformal relationships with third partie

» the dependence of our future success on the gesmrabmy and its impact on the industries in whighinvest;
« the ability of our portfolio companies to achieweit objectives

» our expected financings and investme

» our regulatory structure and tax treatm

* our ability to operate as a BDC and a R

» the adequacy of our cash resources and workindgatagnd

» the timing of cash flows, if any, from the operasoof our portfolio companies, including KatonahbbAdvisors.

For a discussion of factors that could cause otuahcesults to differ from forward-looking statemt® contained in this Annual Report,
please see the discussion under “Risk Factorgeém ILA. You should not place undue reliance oneliesvard-looking statements. The
forward-looking statements made in this Annual Repalate only to events as of the date on whiehstiatements are made. We undertake nc
obligation to update any forward-looking statenmtenteflect events or circumstances occurring dfterdate of this Annual Report.
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PART |
Item 1. Business
GENERAL

We are an internally managed, non-diversified desed investment company that has elected to beatglibs a business developn
company (“BDC”) under the Investment Company AcL8#0, as amended (the “1940 Act”). We were orgathip continue and expand the
middle market investment business and asset marsagdmsiness of Katonah Debt Advisors, L.L.C. (tbgewith any additional direct or
indirect wholly-owned subsidiaries that we orgarnizeonnection with the business of Katonah Debtigats, L.L.C., “Katonah Debt
Advisors”). Prior to our election to be regulatedaaBDC, we acquired Katonah Debt Advisors fronliafés of Kohlberg & Co., L.L.C.
(“Kohlberg & Co."), a leading private equity firne¢using on middle market investing. Our middle nediilkvestment business originates,
structures and manages a portfolio of senior seldern loans and also invests in mezzanine debseledted equity securities in privately-
held middle market companies. We define the miduieket as comprising companies with earnings beftesest, taxes, depreciation and
amortization, which we refer to as “EBITDA,” of $Iillion to $50 million and/or total debt of $25 liron to $150 million. We used the net
proceeds of our initial public offering (the “IPOif) December 2006 to acquire a portfolio of appmately $185 million in aggregate
principal amount of senior secured loans that veeiginated during 2006 by Katonah Debt Advisorstdie market lending group.

Our wholly-owned portfolio company, Katonah Debt#sbrs, manages collateralized debt obligation sufi€DO Funds”) that invest
in broadly syndicated loans, high-yield bonds atieéocredit instruments. As of December 31, 200#tpKah Debt Advisors had
approximately $1.4 billion of assets under managenwe maintain a strategic relationship with Kalp & Co., whose affiliates received,
prior to our election to be regulated as a BDCaggregate of 3,484,333 shares of our common s&fc®]1 par value, in exchange for
contributing to us their ownership interests indtath Debt Advisors and in securities issued by Gin@ds managed by Katonah Debt
Advisors and two other asset managers.

Our investment objective is to generate currentrime and capital appreciation from the investmeragdarby our middle market
business in senior secured first and second lien li@ans, mezzanine debt and selected equity imerss in privately-held middle market
companies. While our primary investment focus israking loans to, and selected equity investmentgrivately-held middle market
companies, we may invest up to 30% of our capitatther investments such as loans to larger, gdykiaded companies, high-yield bonds,
distressed debt securities and debt and equityitesussued by CDO Funds managed by Katonah Bdbisors or by other asset managers.
We also expect to receive distributions of recigfime income and to generate capital appreciatmm bur investment in the asset
management business of Katonah Debt Advisors. @u@siment portfolio, as well as the CDO Funds maddiy Katonah Debt Advisors,
consist almost exclusively of credit instrumentued by corporations and do not include investmiardasset-backed securities such as those
secured by residential mortgages or other consboreowings.

As a Regulated Investment Company (“RIC”), we idtém distribute to our stockholders substantiallypbour net taxable income and
the excess of realized net short-term capital gawes realized net long-term capital losses. Intaald we may retain certain net long-term
capital gains and elect to treat such net cap#taisgas deemed distributed to our stockholdersiiéked we qualify for tax treatment as a RIC,
we generally will be required to pay income taxely @n the portion of our net taxable income anthg#éhat we do not distribute (actually or
constructively).

Our common stock is traded on The Nasdaq Globak&tamder the symbol “KCAP.” The net asset valuegh&are of our common
stock at December 31, 2006 was $14.29. On DeceBihe&006, the last reported sale price of a shiaoeirocommon stock on The Nasdaq
Global Market was $17.30.
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CORPORATE HISTORY AND OFFICES

In 1999, affiliates of Kohlberg & Co. formed a lénd platform called Katonah Capital, L.L.C. (“Katmm Capital”) to capitalize on the
experience of Kohlberg & Co. in arranging and dtuting debt financing for its own portfolio compasi From its inception through 2005,
Katonah Capital organized six CDO Funds that raisexkcess of $2 billion in capital to invest inda&-investment-grade broadly syndicated
loans, bonds and other credit instruments. In 2@ffbiates of Kohlberg & Co. organized Katonah Délolvisors as a new platform to
continue to manage CDO Funds investing in broagiylieated loans and high-yield bonds and to difeisio lending to middle market
companies and investing in other types of creditriments, and the operations of Katonah Capitad wiescontinued. In 2005 and 2006,
Katonah Debt Advisors raised three CDO Funds wiiireximately $1.1 billion in assets under managertemvest in broadly syndicated
loans and high-yield bonds. Beginning in the firsarter of 2006, Katonah Debt Advisors assembledptirtfolio of approximately $185
million in middle market senior secured loans tlvatacquired with the net proceeds of our IPO.

We were formed in August 2006 as a Delaware limligallity company. Prior to the issuance of shasEeur common stock in our
initial public offering we converted into a Delawazorporation. We are an internally managed, nwardified, closed-end investment
company that has elected to be regulated as a Bid€ruhe 1940 Act.

Our principal executive offices are located at R¢dison Avenue, & Floor, New York, New York 10017 and our telephonenber is
(212) 455-8300. Information about us may also kaiobd from the Securities and Exchange Commissiaebsite fttp://www.sec.goy.
We maintain a website on the Internehtip://www.kohlbergcap.cominformation contained in our website is not immaated by reference
into this Annual Report, and that information shibabt be considered as part of this Annual Repdet.make available free of charge on our
website our Annual Report on Form 10-K, quarteggarts on Form 10-Q, current reports on Form 8¢, @l amendments to those reports
as soo)n as reasonably practicable after such rakiteglectronically filed with or furnished to tisecurities and Exchange Commission (the
“SEC”).

BUSINESS STRATEGY

Our investment objective is to generate currentrime and capital appreciation from the investmeragdarby our middle market
business in senior secured term loans, mezzanbiteadd selected equity investments in privatelydimelddle market companies, and from
our investment in Katonah Debt Advisors. We intémdrow our portfolio of assets by raising addiibnapital, including through the prud:
use of leverage available to us. We will primaiilyest in first and second lien term loans whiatgduse of their priority in a company’s
capital structure, we expect will have lower defaates and higher rates of recovery of principtiére is a default and which we expect will
create a stable stream of interest income. Whitgpdmary investment focus is on making loans taj aelected equity investments in,
privately-held middle market companies, we may aisest in other investments such as loans to tamélicly-traded companies, higheld
bonds and distressed debt securities. We may edsive warrants or options to purchase common stoc&nnection with our debt
investments. In addition, we may also invest intdetnl equity securities issued by CDO Funds manhgétatonah Debt Advisors or by
other asset managers. However, our investmenegiras to limit the value of our investments in thebt or equity securities issued by CDO
Funds to not more than 15% of the value of oul foteestment portfolio. We invest almost exclusivel credit instruments issued by
corporations and do not invest in asset-backedritiesusuch as those secured by residential moetgagother consumer borrowings.

Our middle market business will target companies kave strong historical cash flows, experiencadagement teams and identifiable
and defendable market positions in industries witkitive dynamics. Our senior management teamthasgsrelationships with numerous
middle market private equity sponsors and regibaaks which will provide substantial opportunities our purchase of participations in
loans. We also have extensive relationships wihtithditional middle market “club” lenders whichlivgrovide a source of direct lending
opportunities. We will seek to manage risk throagigorous credit and investment underwriting
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process and an active portfolio monitoring progr@uar underwriting and monitoring program is credfiven by a team of experienced
professionals and a modeling process we call “MaxiniReasonable Adversity.” Our investment portfadis well as the CDO Funds
managed by Katonah Debt Advisors, consist almagtusiely of credit instruments issued by corpanasi and do not include investments in
asset-backed securities such as those secureditgnmtal mortgages or other consumer borrowings.

We expect to benefit from our ownership of Katoabt Advisors in four ways. First, by working withe investment professionals at
Katonah Debt Advisors, we will have multiple soww@d investment opportunities. We can maximizeinuestment scale and flexibility by
selectively choosing to make an investment thrahghCompany or through a CDO Fund managed by Katbrdot Advisors, depending on
the type of security, the type of transaction atietorelevant factors. We expect that Katonah Rebtsors will be our primary source of
broadly syndicated non-investment grade loans,-fighl bonds, CDO equity and mezzanine investmantsdistressed debt. Second, the
experienced team of credit analysts at Katonah Bdbisors, the members of which also serve as effiof the Company, have
specializations covering more than 20 industry gsoand they will assist us in reviewing potentisidstments and monitoring our portfolio.
Third, we expect to continue to make investmenS©O Funds managed by Katonah Debt Advisors, wiiehbelieve will provide us with a
current cash investment return. We believe thatehievestments will provide Katonah Debt Advisoithvgreater opportunities to access r
sources of capital which will ultimately increasatinah Debt Advisors’ assets under managementesudting management fee income.
Fourth, we expect to receive distributions of reicigy fee income and to generate capital apprecidtmm our investment in Katonah Debt
Advisors.

Our strategic relationship with Kohlberg & Co. Is@an important part of our overall strategy. Véidve that the participation of its
Chairman and co-managing partners on our Boardretrs and of its co-managing partners on ouestment Committee will enhance our
asset selection and portfolio performance andKbatberg & Co. will serve as an important sourcgoo¥ate equity opportunities. We also
believe that the participation of the Kohlberg &.@€o-managing partners on our Investment Commiti#teenhance the due diligence and
credit analysis of our lending operations. ChrisplLacovara, one of the co-managing partners ditderg & Co., serves as Chairman of the
Board of Directors and of our Investment Committee.

Middle Market Business

Our management team maintains longstanding rektiips with middle market private equity sponsagaders who work in small
groups, or “club” lenders, and sources of non-spmt middle market transactions. Members of ouiosenanagement team have a proven
track record of originating, structuring and mamggmiddle market investments.

Our middle market investment team has experiensenalsgling portfolios of middle market loans and stweents and managing these
portfolios through several credit cycles, includngth attractive and stressed credit environméts.middle market investment team
reviewed over 250 middle market investment oppatiesiwhile building the portfolio of senior secdrians that we acquired with the net
proceeds of our initial public offering.

As a BDC, we will offer, and will provide upon reggt, managerial assistance to our portfolio congsariihis assistance could involve,
among other things, monitoring the operations afgmrtfolio companies, participating in board andnagement meetings, consulting with
and advising officers of portfolio companies andyiding other organizational and financial guidangi&e may receive fees for these servi

Katonah Debt Advisors

Katonah Debt Advisors is our wholly-owned asset aggarn that manages CDO Funds which invest in brogdidicated senior loans,
second lien loans, high-yield bonds and other tiadiruments. The securities issued by these Ch@l& are primarily held by third parties.
Katonah Debt Advisors structures and sponsors CDai§ for which it serves as the asset managemaedts in syndicated term loans and
high-yield bonds (rated lower than Baa3 by Moody'$ower than BBB- by Standard & Poor’s). The CDnBis managed by
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Katonah Debt Advisors invest almost exclusivelgiadit instruments issued by corporations and danvest in asset-backed securities such
as those secured by residential mortgages or otmsumer borrowings. As of December 31, 2006, Kattddebt Advisors managed three
CDO Funds and one special purpose vehicle formegise a fourth CDO Fund with aggregate assetpmfoximately $1.4 billion. Katonah
Debt Advisors is currently in the process of orgarg and raising a total of five additional CDO HEsrfor which it has acquired over $450
million in assets.

The CDO Funds managed by Katonah Debt Advisorsvatito securitize portfolios of loan and bond istreents and enhance the
funds’ return on capital by issuing debt for whtble portfolios of investments serve as collatekalypical CDO Fund portfolio managed by
Katonah Debt Advisors consists primarily of broasiiyndicated non-investment grade loans and higld-piends typically issued by large
capitalization companies. Leveraged loans typioalgerience less market volatility than high-yibtthds, and also are generally secured by
assets, thereby improving the likelihood of priradipreservation. The CDO Funds managed by Katoreddt Bdvisors currently pay it, as the
asset manager, an annual management fee of 0.58%6eis under management and an annual incengivd 2% of the profits of the fund,
provided that the investment return of the CDO Fhasl exceeded a specified minimum rate of return.

Katonah Debt Advisors generally participates inrierkets for senior secured syndicated term loagster than $100 million, high-
yield bonds (rated BBB or below) and mezzanine sées of other CDO Funds. The investment portfelinanaged by Katonah De
Advisors typically carry an average overall creglility of B1/Ba3 Moody'’s rating equivalent or B-BBStandard & Poos rating equivalen
Katonah Debt Advisors believes that this ratingegary generally provides the best risk/reward ciomaion as well as more stable returns as
compared with other lower rated assets. The mamkethich Katonah Debt Advisors invests are largd generally offer considerable trad
liquidity. The strategy of the Katonah Debt Advisds to select and maintain portfolios of syndiddteans and high-yield bonds, which offer
a balance of interest rate spreads and credit aiggsopriate for CDO securitizations in order tamtein a stable, attractive level of current
cash return to investors. The CDO Funds typicalgest only in credit instruments issued by corporetand do not invest in asset-backed
securities such as those secured by residentidgages or other consumer borrowings.

As of December 31, 2006, Katonah Debt Advisors epgad an experienced team of ten investment prafieals. The investment
professionals of Katonah Debt Advisors source araduate selected CDO equity and mezzanine investopportunities for us and assist us
in identifying ways to optimize the use of our dapthrough securitizations of assets and othezng@l refinancing structures. Each analy:
Katonah Debt Advisors follows a specific set ofustties, allowing them to develop deep insight br@hd industry contacts. This credit te
reviews, when appropriate, loans sourced by usedisas investment opportunities for CDO Funds maddgy Katonah Debt Advisors.

Our Strategic Relationship with Kohlberg & Co.

We believe that we derive substantial benefits foamstrategic relationship with Kohlberg & Co.eaddenced by the participation of
Chairman and co-managing partners on our Boardret®rs and of its co-managing partners on ouestment Committee. Through such
participation, we will have access to the expenisthese individuals in the middle market and teged investing, which we believe will
enhance our capital raising, due diligence, investrselection and credit analysis. In additioniatés of Kohlberg & Co., including those
who serve on our Board of Directors and on our $twment Committee, own, in the aggregate, approxiiypd9% of our outstanding comm
stock. We have entered into a License and Refagedement with Kohlberg & Co. pursuant to which Karg & Co. has agreed to notify us
of equity investment opportunities that are presgd Kohlberg & Co. but that it has determinedsrsole discretion are not appropriate for
any investment funds managed by Kohlberg & Co.nyrdf its affiliates, typically due to the smalkeior non-control nature of the
investment, prior to making such investment oppatjuavailable to any third party. Kohlberg & Cadalso granted us a royalty-free license
to use the “Kohlberghame, which we believe is one of the most widetpgmized names in middle market investing, andasiding certair
administrative services to us on a transitionalas
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Kohlberg & Co. is a leading U.S. private equityrfitvhich manages investment funds that acquire middirket companies.
Kohlberg & Co. was formed in 1987 by Jerome Kohipér, the senior founding partner of Kohlberg KsaRoberts & Co. (“KKR") and his
son, James A. Kohlberg, at the time an executitl KKR. Since its inception, Kohlberg & Co. has angzed five private equity funds,
through which it has raised approximately $2 hillaf committed capital and completed more thanl8&qrm and add-on acquisitions with
an aggregate value of approximately $6 billion. Teirman and coianaging partners of Kohlberg & Co., who are memioéiour Board ¢
Directors, and, in the case of the co-managingpast also members of our Investment Committeaageemore than 20 years of investment
banking and middle market investing experience, e worked together across all of the firm’s @révequity funds. Christopher Lacovara,
the co-managing partner who had the primary respitibgsfor the formation and oversight of both Ketah Debt Advisors and Katonah
Capital, serves as the Chairman of our Board oédars.

Because we are an internally managed BDC, we dpayotny fees to Kohlberg & Co. or any of its &dtiés. Under the 1940 Act we
not permitted to invest in any portfolio companyhich Kohlberg & Co. or any fund that it manages l pre-existing investment unless we
obtain SEC exemptive relief.

INVESTMENTS AND OPERATIONS
Overview

Our investment objective is to generate currentrime and capital appreciation from the investmergdarby our middle market
business in senior secured term loans, mezzanbiteadd selected equity investments in privatelydhmelddle market companies. While our
primary investment focus is on making loans to, selécted equity investments in, privatbigtd middle market companies, we may inves
to 30% of our capital in other investments sucloass to larger, publicly-traded companies, higeld/bonds, distressed debt securities and
debt and equity securities issued by CDO Funds gexthhy Katonah Debt Advisors or by other asset gparsa

Following completion of our IPO, we used approxiehat$185 million of the net proceeds of that offigrto acquire a portfolio of
approximately $185 million in aggregate principalaunt of senior secured term loans that were aatgih during 2006 through a special
purpose vehicle organized by Katonah Debt Advi§dPO Initial Assets”). These loans were acquirgdus for cash at their fair market
value, as determined by our Board of Directors. plmehase of these loans was originally financat wicredit facility and the proceeds that
we paid to the special purpose vehicle in ordexciguire these loans was used by that entity toyrégacredit facility. Our Board of Directors
approved the portfolio acquisition and determirfeat (i) the terms thereof, including the considerapaid, was reasonable and fair to our
shareholders and did not involve overreaching lyyarty and (ii) the acquisition was consistentwtite interests of our shareholders and
investment policies.

Prior to our IPO, we also acquired 100% ownerslfiikaionah Debt Advisors and a portfolio of investiteein CDO Funds managed by
Katonah Debt Advisors and two other managers itnamnge for a total of 3,484,333 shares of our comstock issued to affiliates of
Kohlberg & Co.

As of December 31, 2006, we had total middle-mairketstments of approximately $191 million, totgléy investments in CDO
Funds managed by our wholly-owned portfolio compEagonah Debt Advisors and two other asset managfeapproximately $21 million,
and total investment in 100% of Katonah Debt Adidsasset management company of approximately #8®m We acquired the equity
investments in CDO Funds and the 100% ownershifatdnah Debt Advisors in exchange for shares ofcoanmon stock that we issued to
affiliates of Kohlberg & Co.

As of December 31, 2006, we had a diversified ptidfthat included first and second lien seniomeaOur investments generally
averaged between $1 million to $10 million, althbymarticular investments may be larger or smal\ég.expect that the size of investment
will grow as our available capital grows. After agquisition of the IPO Initial Assets and congistgith our investment strategy, we have
begun to reposition the investment portfolio toU®increasingly on second lien senior loans andzareze loans.
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The size of individual investments will vary accioglto their priority in a company’s capital strugt, with larger investments in more
secure positions in an effort to maximize capitalservation. We expect that the size of our inveatsiand maturity dates will vary as
follows:

» senior secured term loans from $10 to $20 milliaturing in five to seven yeat

» second lien term loans from $5 to $20 million matgrin six to eight year:

* senior unsecured loans $5 to $10 million maturingix to eight years

* mezzanine loans from $5 to $10 million maturing@ven to ten years; a

» equity investments from $1 to $5 millic

When we extend senior secured term loans, we eilbgally take a security interest in the availassets of the portfolio company,

including the equity interests of their subsidiari@hich we expect to help mitigate the risk thatwill not be repaid. Nonetheless, there is a
possibility that our lien could be subordinatecti@ims of other creditors. Structurally, mezzaniledt ranks subordinate in priority of
payment to senior term loans and is often unseciReldhtive to equity, mezzanine debt ranks semi@otmmon and preferred equity in a
borrower’s capital structure. Typically, mezzanitebt has elements of both debt and equity instrtsneffering the fixed returns in the form
of interest payments associated with a loan, winbiding an opportunity to participate in the dapappreciation of a borrower, if any,
through an equity interest that is typically in foem of equity purchased at the time the mezzaluae is repaid or warrants to purchase
equity at a future date at a fixed cost. Mezzadiglgt generally earns a higher return than senmred debt due to its higher risk profile and
usually less restrictive covenants. The warrarge@ated with mezzanine debt are typically detalghatthich allows lenders to receive
repayment of their principal on an agreed amoitinaschedule while retaining their equity intenesthe borrower. Mezzanine debt also may

include a “put” feature, which permits the holdesell its equity interest back to the borrowea atrice determined through an agreed
formula.

At December 31, 2006, we did not have any mezzahée investments. Consistent with our investméategy, we have begun
investing in mezzanine debt and have invested $ll®min mezzanine debt investments as of March2(®7.

Credit and Investment Process

We employ the same due diligence intensive investrsieategy that our senior management team, KhtBredot Advisors and
Kohlberg & Co. have used over the past 20 years. tDwur ability to source transactions throughtipl@ channels, we expect to maintain a
substantial pipeline of opportunities to allow carative risk return analysis and selectivity. Bgdsing on the drivers of revenue and cash
flow, we develop our own underwriting cases, andtiple stress and event specific case scenariosgon company analyzed.

We focus on lending and investing opportunities in:
e companies with EBITDA of $10 to $50 millio
e companies with financing needs of $25 to $150 omil|
e companies purchased by top tier equity spon:
* nor-sponsored companies with successful managemersyateins
» high-yield bonds and broadly syndicated loans to lacgenpanies on a selective basis;
* equity c-investment in companies where we see substantiramity for capital appreciatio

We expect to source investment opportunities from:
* private equity sponsor
» regional investment banks for r-sponsored companie
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» other middle market lenders with whom we “club” loans;
» Katonah Debt Advisors with regard to h-yield bonds and syndicated loans; i
e Kohlberg & Co. with regard to selected private éginvestment opportunitie
In our experience, good credit judgment is based throrough understanding of both the qualitative quantitative factors which
determine a company’s performance. Our analysigbegth an understanding of the fundamentals efitidustry in which a company
operates, including the current economic envirortraed the outlook for the industry. We also focoglee companyg relative position withi

the industry and its historical ability to weatle@onomic cycles. Other key qualitative factorstdel the experience and depth of the
management team and the financial sponsor, if any.

Only after we have a comprehensive understandirigeoualitative factors do we focus on quantimtivetrics. We believe that with
the context provided by the qualitative analysis,a&n gain a better understanding of a companyaéiial performance. We analyze a
potential portfolio company’s sales growth and nr@gn the context of its competition as well asability to manage its working capital
requirements and its ability to generate consigtash flow. Based upon this historical analysis deeelop a set of projections which
represents a reasonable underwriting case of iikest butcomes for the company over the periodwfiavestment. Using our Maximum
Reasonable Adversity model, we also look at a yyanépotential downside cases to determine a caryipaability to service its debt in a
stressed credit environment.

Elements of theualitative analysisve use in evaluating investment opportunities idelthe following:
* Industry fundamental
» Competitive position and market sha
» Past ability to work through historical do-cycles;
* Quality of financial and technology infrastructu
» Asian sourcing risks and opportunitit
e Labor and union strateg
e Technology risk
» Diversity of customer base and product lir
» Quality and experience of managem:
» Quality of financial sponsor (if applicable); a
» Acquisition and integration histor

Elements of theguantitative analysisve use in evaluating investment opportunities idelthe following:
* Income statement analysis of growth and margirdse
» Balance sheet analysis of working capital efficier
» Cash flow analysis of capital expenditures and éaesh flow;
» Financial ratio and market share standing amongpepatle companie
» Financial projections: underwriting versus stresse;
» Event specific Maximum Reasonable Adversity cretbideling;
e Future capital expenditure needs and asset sals;
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» Downside protection to limit losses in an eventiefault;
* Risk adjusted returns and relative value analysid
» Enterprise and asset valuatio

The origination, structuring and credit approvalgasses are fully integrated. Our credit teamrisctly involved in all due diligence a
analysis prior to the formal credit approval praces

Credit Monitoring

Our management team has significant experiencetororg portfolios of middle market investments dhis is enhanced by the credit
monitoring procedures of Katonah Debt Advisors.mgavith origination and credit analysis, portfoli@nagement is one of the key elements
of our business. Most of our investments will netliquid and, therefore, we must prepare to aatldyiif potential issues arise so that we can
work closely with the management and private egsfiignsor, if applicable, of the portfolio compaaytdke any necessary remedial action
quickly. In addition, most of our senior managenteain, including the credit team at Katonah Debtigals, have substantial workout and
restructuring experience.

In order to assist us in detecting issues withfplistcompanies as early as possible, we perfomoathly financial analysis of each
portfolio company. This analysis typically includes

» reviewing financial statements with comparisonprior year financial statements, as well as theesurbudget including key
financial ratios such as debt/EBITDA, margins ameéd charge coverag

» independently computing and verifying compliancéwfinancial covenants

» reviewing and analyzing monthly borrowing baseriy;

e amonthly discussion of MD&A with company managetremd the private equity sponsor, if applical

« determining if current performance could causerfufinancial covenant defau

» discussing prospects with the private equity sparitapplicable;

» determining if a portfolio company should be adt®durwatch lis” (companies to be reviewed in more dep

» if a company is not meeting expectations, reviewdriginal underwriting assumptions and determirfregjther enterprise value or
asset value has deteriorated enough to warraiefuatction; an:

e amonthly update to be reviewed by both the Chiefdative Officer “CEC") and Chief Investment Office" CIO").

Investment Securities

We invest in senior secured loans and mezzanineathel) in the future and to a lesser extent, equapytal, of middle market compan
in a variety of industries. We generally target pamies that generate positive cash flows becaudeokeo cash flows as the primary source
for servicing debt. As of December 31, 2006, togethith our wholly-owned portfolio company KatonBebt Advisors, we had a staff of 14
investment professionals who specialize in speiifitistries and generally seek to invest in comgmmabout which we have direct expertise.
However, we may invest in other industries if we presented with attractive opportunities. Theaslblelow show our investments by
security type and industry as a percentage of tot@istments.
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The following table shows our portfolio by securiyype at December 31, 2006:

December 31

Security Type 2006
Senior secured loz 65.5%
Junior secured loa 11.C
CDO equity 8.4
Wholly-owned portfolio company (Katonah Debt Advisc 15.1
Total 100.(%

The industry concentrations, based on the fairevafuour investment portfolio as of December 3)&Qvas as follows:

December 31

Industry 2006
Aerospace and defen 4.C%
Automobile 3.7
Beverage, food and tobac ilC
Buildings and real estafe 7.7
Cargo transpol 2.€
CDO equity 8.4
Containers, packaging and gl: 2.C
Diversified/conglomerate manufacturi 2.4
Diversified/conglomerate Servit 2.2
Ecological 1.€
Electronics 3.C
Farming and agricultur 2.C
Finance 4.1
Healthcare, education and childc 11.F
Home and office furnishings, housewares, and darabhsume 1.2
Insurance 4.9
Leisure, amusement, motion pictures, entertainr 2.8
Machinery (no-agriculture, no-construction, nc-electronic) 2.8
Mining, steel, iron and nc-precious metal 1.€
Personal and ni-durable consumer products (mfg. or 2.2
Personal transportatic 1.€
Portfolio company (Katonah Debt Adviso 15.1
Printing and publishin 3.5
Retail store: 0.8
Utilities 7.3
Total 100.(%

@ Buildings and real estate relate to real estateeostnip, builders, managers and developers anddelmortgage debt investments and
mortgage lenders or originators. As of Decembei2BD6, we had no exposure to mortgage securiésgdgntial mortgage bonds,
commercial mortgage backed securities, or relassdtebacked securities) or companies providinggage lending.

We may invest up to 30% of our investment portfai@pportunistic investments in higheld bonds, debt and equity securities in C
Funds, distressed debt or equity securities ofipaoimpanies. We expect that these public compaygaerally will have debt that is non-
investment grade. We also may invest in debt ofdieidharket companies located outside of the Uriitiadles, which investments are not
anticipated to be in
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excess of 10% of our investment portfolio at tineetisuch investments are made. At December 31, 2p@8oximately 13% of our
investments were foreign assets (including ourstments in CDO Funds, which are typically domicitedside the U.S. and represent
approximately 8% of our portfolio). As a resultrefjulatory restrictions, we are not permitted teest in any portfolio company in which
Kohlberg & Co. or any fund that it manages haseagxisting investment.

At December 31, 2006, our ten largest portfolio pamies represented approximately 35% of the tateWhlue of our investments. Our
largest investment, Katonah Debt Advisors whicbuswholly-owned portfolio company, represented 1&Rihe total fair value of our
investments.

Investment in CDO Fund Securities

Prior to our IPO, we issued an aggregate of 1,ZBBgdmmon shares, having a value of approximatedyrillion, to affiliates of
Kohlberg & Co. to acquire subordinated debt andepred stock securities issued by CDO Funds (Kdtdhaltd., Katonah IV, Ltd.,
Katonah V, Ltd., Katonah VII CLO, Ltd., and KatongHhl CLO, Ltd.) managed by Katonah Debt Advisorgdawo other asset managers.
Subsequent to our IPO we purchased $2 million o©Odmind securities issued by Katonah 1X CLO, Ltdn¢ing our total investment in CC
Fund securities (collectively, our “CDO Investmépntse approximately $21 million as of December 2006.

Our CDO Funds invest primarily in non-investmerdadg broadly syndicated loans, high-yield bondsathdr credit instruments of
corporate issuers. The underlying assets in eattred€DO Funds in which we have any investmentgarerally diversified secured or
unsecured corporate debt and exclude mortgage poaiertgage securities (residential mortgage bpoomimmercial mortgage backed
securities, or related asset backed securitieb},tdecompanies providing mortgage lending and gimgrmarkets investments. The CDO
Funds are leveraged funds and any excess caslofltexcess spread” (interest earned by the undeglgecurities in the fund less payments
made to senior bond holders and less appropriatk éxpenses (including management fees)) is pattketbolders of the CDO Fund'’s
subordinated securities or preferred stock. Asgastor in the subordinated securities or prefestedk of CDO Funds we expect to receive
our pro-rata portion (relative to our percentag@ership of the subordinated securities or prefestedk) of the fund’s excess spread. As a
manager of the CDO Funds, Katonah Debt Advisoreetgto receive its contractual and recurring mamemnt fee and any subsequent
incentive management fees from the CDO Funds $andanagement and advisory services.

The securities issued by CDO Funds managed by KhtBebt Advisors are primarily held by third pasti©ur CDO Investments are
carried at fair value, which is based on a discedimiash flow model that utilizes prepayment and &ssumptions based on historical
experience and projected performance, economiorigdhe characteristics of the underlying castv #md comparable yields for similar
bonds and preferred shares/income notes, wherabi@iWe recognize unrealized appreciation or dggtien on our CDO Investments as
comparable yields in the market change and/ orchasechanges in estimated cash flows resulting thanges in prepayment or loss
assumptions in the underlying collateral pool. AsteCDO Investment ages, the expected amount sédasnd the expected timing of
recognition of such losses in the underlying celak pool is updated and the revised cash flowsisee in determining the fair value of the
CDO Investment. We determine the fair value of @O Investments on an individual security-by-sdgurasis.
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The following table sets forth information regamgliour CDO Investments as of December 31, 2006:

Principal Type of Percentage Cost of Fair Value of

CDO Fund Security Business Security of Class Helc Investment Investment

Katonah lIl, Ltd. CDO Fun( Preferred 23.0&% $ 4,500,001 $ 4,500,001
Shares

Katonah IV, Ltd. CDO Func Preferred 17.1%% 3,150,001 3,150,001
Shares

Katonah V, Ltd. CDO Fun Preferred 26.671% 3,320,001 3,320,001
Shares

Katonah VII CLO Ltd. CDO Func Subordinated 16.36% 4,500,001 4,500,001
Securities

Katonah VIII CLO Ltd. CDO Fun Subordinatec 10.3(% 3,400,001 3,400,001
Securities

Katonah IX CLO Ltd. CDO Funt Preferred 6.86% 2,000,001 2,000,001
Shares

Subtotal $20,870,00 $20,870,00

Investment in Katonah Debt Advisors

Prior to our IPO, we issued an aggregate of 2,Z%¢®mmon shares, having a value of approximat@édyrillion, to affiliates of
Kohlberg & Co. to acquire Katonah Debt Advisors.a\sesult, Katonah Debt Advisors is a wholly-owpedtfolio company. Katonah Debt
Advisors is an asset management company that msu@@® Funds that invest in broadly syndicated Iphigsh yield bonds and other credit
instruments. The CDO Funds managed by Katonah Re¥isors invest almost exclusively in credit instrents issued by corporations and
do not invest in asset-backed securities suchasetbecured by residential mortgages or other cogshorrowings. Katonah Debt Advisors
receives management fees, which are generally msadixed percentage of assets under managear@hgjenerates annual operating
income equal to the amount by which its fee inca@xeeeds it operating expenses. Katonah Debt Advisary also receive incentive fees
paid by the CDO Funds if it achieves a specifigd od return to the subordinated debt or prefestedk securities. As of December 31, 2006,
Katonah Debt Advisors had approximately $1.4 hillaf assets under management.

We expect to receive distributions of recurring ife@me and to generate capital appreciation frammvestment in the asset
management business of Katonah Debt Advisors. Bsinganvestments in CDO Funds raised by KatonahtBelvisors in the future, for
which we expect to receive a current cash retuencan help Katonah Debt Advisors to raise thesdguvhich in turn will increase its assets
under management which will result in additionahagement fee income.

Katonah Debt Advisors, as a wholly-owned portf@@ampany, is accounted for using the equity metHatoounting consistent with
our status as a BDC. Under the equity method df@ating, Katonah Debt Advisors is initially recocdat cost on our balance sheet.
Subsequent net income or losses of Katonah DebisAs/under accounting principles generally acakptehe United States (“GAAP”) is
recognized as affiliate income or loss on our ine@tatement with a corresponding increase (in &ise of net income) or decrease (in the
case of net loss) in our investment in Katonah Rehtisors on the balance sheet. The revenue thimndh Debt Advisors generates through
the fees it receives for managing CDO Funds aret pftying the expenses associated with its opestiocluding compensation of its
employees, may be distributed to us. Cash distabsitof Katonah Debt Advisors’ accumulated GAAP inebme would reduce the basis of
Katonah Debt Advisors on our balance sheet. As alltbther investments, Katonah Debt Advisors’ neankalue is periodically determined.
The valuation is primarily based on a percentagésafssets under management and/or based on Kabmta Advisors’ estimated net cash
flows. Any change in value from period to perioddsognized as unrealized gain or loss.

14



Table of Contents

As a separately regarded entity for tax purposaspiah Debt Advisors, L.L.C. is taxed at normajpooate rates. For tax purposes, any
distributions of taxable net income earned by KatoBebt Advisors to us would generally need toib&iduted to our shareholders. Katonah
Debt Advisors’ taxable net income will differ fro®AAP net income for both deferred tax timing adjoshts and permanent tax adjustments.
Deferred tax timing adjustments may include diffexes between lease cash payments to GAAP straightXpense and adjustments for the
recognition and timing of depreciation, bonusesrtployees, stock option expense, and interestegte. Permanent differences may include
adjustments, limitations or disallowances for meaild entertainment expenses, penalties and taxgibadortization.

Tax goodwill amortization was created upon the pase of 100% of the equity interests in KatonahtPelyisors prior to our IPO in
exchange for shares of our stock valued at $33amillAlthough this transaction was a stock trarisaatather than an asset purchase and thus
no goodwill was recognized for GAAP purposes, fot purposes such exchange was considered an assleage under Section 351(a) of the
Internal Revenue Code of 1986, as amended (thee'Go#it the time of the transfer, Katonah Debt Astvis had equity of approximately $1
million resulting in tax goodwill of approximatef§32 million which will be amortized for tax purpasen a straight-line basis over 15 years,
resulting in an annual difference between GAAP imeand distributable income by which GAAP incom# @iceed distributable income
approximately $2 million per year over such peridd.a result, if Katonah Debt Advisors were to dlstte its GAAP net income to us, only
Katonah Debt Advisors’ taxable net income aftehsgoodwill amortization will be required to be dibtted to our shareholders.

Revenues

We will generate revenue in the form of interesbime on debt securities and capital gains, if anywarrants or other equity-related
securities that we acquire in our portfolio comganin addition, we expect to generate revenuledridrm of commitment and facility fees
and, to a lesser extent, due diligence fees. Aoh &es will be generated in connection with omestments and recognized as earned or, in
some cases, recognized over the life of the loameWpect our investments generally to have a téipetoveen five and eight years and bear
interest at various rates ranging from 2% to 10%r d¢lre prevailing market rates for Treasury seiesitWhere applicable, we will seek to
collateralize our investments by obtaining securitgrests in our portfolio companies’ assets.riggeon debt securities will generally be
payable monthly or quarterly, with amortizationpoincipal typically occurring over the term of thecurity. In those limited instances where
we choose to defer amortization of the loan foeaqal of time from the date of the initial investmethe principal amount of the debt
securities and any accrued but unpaid interestgeitlerally become due at the maturity date.

We also generate dividend income from our investrimte@DO equities. These subordinated securitiegta® most junior class of
securities issued by the CDO Funds and are sulaigdirin priority of payment to each other classeagfurities issued by these CDO Funds.
Dividends on CDO equities are generally paid qubrte

Expenses

Because we are an internally managed BDC, we waillthe costs associated with employing investmemagement professionals and
other employees as well as running our operations.primary non-interest expenses will include evgpk salaries and benefits, the costs of
identifying, evaluating, negotiating, closing, mimning and servicing our investments and our relaeerhead charges and expenses,
including rental expense and any interest exparagried in connection with borrowings. Because veciternally managed, we do not pay
any management fees to any third party.

Employees

Including employees of our wholly-owned portfoliorepany Katonah Debt Advisors, some of whom alseesas officers of the
Company, we employed an experienced team of 14iment professionals and 18 total
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staff members as of December 31, 2006. We currentlyloy a CEO, CIO, Chief Financial Officer (“CFCihd Chief Compliance Officer
(“CCQO"), three credit analysts, a director and anager of portfolio administration, a manager obmfiation Technology and a manager of
Investor Relations. Including its managing directtatonah Debt Advisors employed, as of DecembelB@6, a highly experienced team of
10 investment professionals, all of whom are offiagf the Company. All of our employees are locatedur New York office.

LEVERAGE

In addition to funds available from the issuancewfcommon stock, we use borrowed funds, knowteasrage,”to make investmen
and to attempt to increase returns to our sharem®lay reducing our overall cost of capital. ASI2@® we are limited in the amount of
leverage we can incur under the 1940 Act. We algallowed to borrow amounts such that our asseé@ge, as defined in the 1940 Act,
equals at least 200% after such borrowing. The anofuleverage that we employ at any time depemdsuy assessment of the market and
other factors at the time of any proposed borrowigjof December 31, 2006, we had no outstandimgpiangs.

On February 14, 2007, we entered into a secuiitizagvolving credit facility (the “Facility”) undewhich we may obtain up to $200
million (with an ability to increase to $250 milficsubject to certain conditions) in financing. Adeas under the Facility will be used by us
primarily to make additional investments. We exphbat the Facility will be secured by loans thatauerently own and the loans acquired by
us with the advances under the Facility. We willrbw under the Facility through our wholly-owneggsial-purpose bankruptcy remote
subsidiary, Kohlberg Capital Funding LLC I. UndbketFacility, funds are loaned by or through certaimders at prevailing commercial paper
rates or, if the commercial paper market is attang unavailable, at prevailing LIBOR rates, plusagpplicable margin. The interest charged
on borrowed funds is based on the commercial patemplus 0.70% and is payable monthly. The Fadilits a commitment termination date
of February 14, 2012. Under the terms of the Rsicitve were required to pay a one-time 0.50% stimirng) fee. Additionally, we are also
required to pay an ongoing commitment fee equll2@5% for any unused portion of the Facility. Puetfolio of loans securing the Facility
will be required to generate an annual rate ofrretdi approximately 3% to cover annual interestrpagts on obligations incurred under the
Facility.

Under the Facility, we are subject to limitatiorssta how borrowed funds may be used, includingimgins on geographic and indus
concentrations, loan size, payment frequency aatdstaverage life, collateral interests and inaest ratings. We are also subject to
regulatory restrictions on leverage which may afthe amount of funding that we can obtain underRhcility. The Facility also includes
certain requirements relating to portfolio performoe, including required minimum portfolio yield alghitations on delinquencies and
charge-offs, a violation of which could result iretearly amortization of the Facility, limit furthedvances and, in some cases, result in an
event of default. As a result of these eligibilityteria, there can be no assurance that we widlide to borrow the amounts anticipated under
the Facility.

COMPETITION

Our primary competitors provide financing to prospes portfolio companies and include commerciaiks specialty finance
companies as well as hedge funds, structured imeggtfunds and investment banks. Many of theséiestiave greater financial and
managerial resources than we will have, and th® &4 imposes certain regulatory restrictions orasi® BDC to which many of our
competitors are not subject. A large number oftiestiwill compete with us to make the types of stweents that we plan to make in
prospective portfolio companies. We will competétva large number of private equity firms as welbther BDCs, investment funds,
investment banks and other sources of financirgding traditional financial services companiag;lsas commercial banks and finance
companies. Many of our competitors are substaptiaiger and have considerably greater finanaéahmical, marketing and other resources
than we do. For example, some competitors may hdewer cost of funds and access to funding sourasare not available to us. This n
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enable some of our competitors to make commera#aid with interest rates that are comparable tovegr than the rates we typically offer.
We may lose prospective portfolio companies if wendt match our competitors’ pricing, terms andatre. If we do match our
competitors’ pricing, terms or structure, we mapenence decreased net interest income and increiskeof credit losses. In addition, some
of our competitors may have higher risk tolerarmmedifferent risk assessments, which could allognttto consider a wider variety of
investments, establish more relationships and hbéd market shares. Furthermore, many of ourndi@lecompetitors have greater
experience operating under, or are not subje¢héoregulatory restrictions that the 1940 Act img®en us as a BDC. As a result of this
competition, there can be no assurance that webwitlble to identify and take advantage of attvadtivestment opportunities or that we will
be able to fully invest our available capital. &w&re not able to compete effectively, our busiaeskfinancial condition and results of
operations will be adversely affected.

We believe that we provide a unique combinatioaroéxperienced middle market origination and crieditn, an existing credit
platform at Katonah Debt Advisors that includeserignced lenders with broad industry expertiseamthvestment Committee that includes
co-managing partners of Kohlberg & Co., a leadirgegienced and successful middle market privatéye&tm. We believe that this
combination of resources provides us with a thohotrgdit process and multiple sources of investroppbrtunities to enhance our asset
selection process.

COMPETITIVE ADVANTAGES

We believe that we can successfully compete wiieroproviders of capital in the markets in which ceenpete for the following
reasons:

Internally managed structure and significant managenent resources

We are internally managed by our executive officarder the supervision of our Board of Directord dn not depend on a third party
investment advisor. As a result, we do not pay stwent advisory fees and all of our income is adél to pay our operating costs, including
the costs associated with employing investment gpemant professionals, and to make distributiormutoshareholders. Including employees
of Katonah Debt Advisors, some of whom also sessefficers of the Company, we employed, as of Dduar31, 2006, a team of 14
experienced investment professionals with substbexiperience in middle market lending, credit gisial loan securitization and portfolio
administration.

We believe that we derive substantial benefits fmmminternally managed structure. First, becabeg are employed by us, the
individuals responsible for managing our investraent dedicated solely to the success of our bssi@ur investment professionals do not
serve as advisors to any other investment fundsr ¢ftan the CDO Funds managed by our wholly-owrtetiglio company Katonah Debt
Advisors and therefore we do not compete with oiimegstment funds for investment opportunitieh@ligh some investment opportunities
may be allocated to funds managed by Katonah Ddlisars. Second, through their participation in 2006 Kohlberg Capital Equity
Incentive Plan (the “Equity Incentive Plan”), arsificant portion of the compensation of our sem@nagers is tied to the performance of our
investments, resulting in an alignment of interdstsveen our management and shareholders. Thirtbweeage our management resources
and those of Katonah Debt Advisors across our @astbf investments and the investments of the @ds managed by Katonah Debt
Advisors.

Multiple sourcing capabilities for assets

We have multiple sources of loans, mezzanine invessts and equity investments. Through industnyticeiahips, we believe that we
will have the ability to participate in loans origited by other capital providers to middle markehpanies as well as to source assets directly
from private equity sponsors and regional banks.r&¢ently hired a new senior analyst, who joineihudarch, and we expect to add
additional professional
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staff with a track record of originating seniormsaand mezzanine and equity investments. Througbnigh Debt Advisors we have the abi
to acquire participations in selected syndicateiisssl and second lien term loans whose borrowet$naestment returns meet our
investment criteria. Through Katonah Debt Adviseesalso have the opportunity to invest in seleeguaity and mezzanine securities issued
by CDO Funds, including those managed by Katondit Bdvisors. Through our strategic relationshiphatohlberg & Co., we expect to
have access to a variety of equity investmentsnagzzanine and other lending opportunities whichpaesented to Kohlberg & Co. but do
not meet Kohlberg & Co.’s applicable investmenteazia for reasons such as the small size or notr@amature of the investment.

Disciplined investment process

We employ the rigorous credit review process areldlligence intensive investment strategy whichsanmior management has
developed over more than 20 years of lending. Duait ability to source transactions through migtighannels, we expect to maintain a
substantial pipeline of opportunities to allow carative risk return analysis and selectivity. Bgudsing on the drivers of revenue and cash
flow, we develop our own underwriting cases andtiplal stress case scenarios for each company athlyn event specific financial model
reflecting company, industry and market variablggo®rt each investment decision. We also expedoetefit from the credit and industry
expertise of Katonah Debt Advisors’ credit teang, thembers of which also serve as officers of the@oy, and the Chairman and co-
managing partners of Kohlberg & Co. serving onBaard of Directors and, in the case of the co-mamtpgartners, Investment Committee.

Katonah Debt Advisors’ credit platform

We expect that Katonah Debt Advisors will servaa®urce of direct investment opportunities andh ¢@sv. In addition, certain credit
analysts employed by Katonah Debt Advisors who atswe as officers of the Company serve as soofagedit analysis. Katonah Debt
Advisor’s credit team employs a highly rigorous gess in selecting and reviewing investment oppdarasfor CDO Funds managed by
Katonah Debt Advisors. We will have the opporturidymake investments in CDO Funds managed by KatBadt Advisors, which we
would expect to generate regular cash dividendisterest income. Katonah Debt Advisors also gersregvenue through the fees it receives
for managing CDO Funds and may distribute its inepafter paying the expenses associated with &satipns, including compensation of
employees, to us. Further we may co-invest with l@ds managed by Katonah Debt Advisors when wievgeilt will be advantageous for
us to do so.

Strategic relationship with Kohlberg & Co.

We believe that Kohlberg & Co. is one of the oldast most well-known private equity firms focusedtbe middle market, and we
expect to derive substantial benefits from ounegia relationship with Kohlberg & Co. Through tbarticipation of the Chairman and co-
managing partners of Kohlberg & Co. on our Boardo&ctors and, in the case of the co-managingpast our Investment Committee, we
will have access to the expertise of these indaiglin middle market leveraged investing, whichbeéeve will enhance our capital raising,
due diligence, investment selection and credityemi®l The Chairman of our Board of Directors amneeBiment Committee, Christopher
Lacovara, has been the Kohlberg & Co. co-managantnpr primarily responsible for establishing anoviding oversight for the operations
of both Katonah Debt Advisors and Katonah Capitaaddition, we have entered into a License ana&Raff Agreement with Kohlberg & C
pursuant to which Kohlberg & Co. has agreed tofpais of equity investment opportunities that aresented to Kohlberg & Co. but that it
determines in its sole discretion are not apprég@ifiar any investment fund managed by Kohlberg & @aany of its affiliates, typically due
to the small size or non-control nature of the stweent, prior to making such investment opportuaitgilable to any third party. Under this
agreement, Kohlberg & Co. has also granted us atyefree license to use the “Kohlberg” name, whigdh believe is one of the most widely
recognized names in middle market investing.
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Significant equity ownership and alignment of incetives

Our senior management team, the senior managegamtdf Katonah Debt Advisors and affiliates of Ky & Co. together have a
significant equity interest in the Company, ensgitimat their incentives are strongly aligned withde of our shareholders. Affiliates of
Kohlberg & Co., including the Chairman and co-manggartners of Kohlberg & Co. who serve on our Bloaf Directors and, in the case of
the co-managing partners, our Investment Committee, in the aggregate, approximately 19% of oustamding common stock which they
received, in lieu of cash, as consideration foratwetribution to the Company of 100% of the equit\Katonah Debt Advisors and certain
subordinated debt investments in CDO Funds manbgédtonah Debt Advisors and two other asset masayée have also issued to our
senior management team options to purchase shiames common stock under our Equity Incentive Plan.

ELECTION TO BE REGULATED AS A BUSINESS DEVELOPMENT COMPANY AND A REGULATED INVESTMENT
COMPANY

In December 2006, we completed a public offerind4#62,000 shares of our common stock, par valu@l$er share, at a price of
$15.00 per share, which we refer to as our intidlic offering.

Our elections to be regulated as a BDC and todsdd as a RIC will have a significant impact onfature operations:

We report our investments at market value or fair \alue with changes in value reported through our st@ment of operations.

We report all of our investments, including dehtdstments, at market value or, for investmentsdbatot have a readily available
market value, at their “fair value” as determinedypbod faith pursuant to procedures approved byBoard of Directors. Changes in these
values are reported through our statement of dpesatinder the caption of “net unrealized appréemiafdepreciation) on investments.”

Our ability to use leverage as a means of financingur portfolio of investments is limited.

As a BDC, we are required to meet a coverage odtiotal assets to total senior securities of asi€00%. For this purpose, senior
securities generally include all borrowings, guéeas of borrowings and any preferred stock we resyd in the future. Our ability to utilize
leverage as a means of financing our portfolimgEstments is limited by this asset coverage test.

We intend to distribute substantially all of our ne taxable income to our stockholders. We generallwill be required to pay U.S.
federal income taxes only on the portion of our taable income and gains we do not distribute to stotlolders (actually or
constructively).

As a RIC, we intend to distribute to our stockhesdeubstantially all of our net taxable income thelexcess of realized net short-term
capital gains over realized net long-term capiasés. In addition, we may retain certain net lmgy capital gains and elect to treat such net
capital gains as deemed distributed to our stocdel If this happens, stockholders will be treated they received an actual distribution of
the capital gains and reinvested the net afteptageeds in us. Stockholders also may be eligibl#aim a tax credit against their federal
income tax liability (or, in certain circumstancagax refund) equal to their allocable share eftthx we pay on the deemed distribution.

Provided we qualify for tax treatment as a RIC,geaerally are required to pay U.S. federal incoaxes only on the portion of our net
taxable income and gains that we do not distrikateually or constructively). Katonah Debt Advisomich is a wholly-owned taxable
subsidiary for federal income tax purposes, witkige fee income earned with respect to its manageservices. We plan to form additional
direct or indirect wholly-owned subsidiaries whiefil receive similar fee income. Some of the whetiwned subsidiaries may
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be treated as corporations for U.S. federal inctargourposes, and as a result, such subsidiarlebersubject to tax at regular corporate
rates. Although, as a RIC, dividends and distrimgiof capital received by us from our taxable gliases and distributed to our stockhold
will not be subject to federal income taxes, ouatde subsidiaries will generally be subject tosied and state income taxes on their income.
As a result, the net return to us on such investsieeid by such subsidiaries will be reduced toetktent that the subsidiaries are subject to
income taxes.

We are required to comply with the provisions of tle 1940 Act applicable to BDCs.

As a BDC, we are required to have a majority oéctiors who are not “interested” persons under &0 JAct. In addition, we are
required to comply with other applicable provisimighe 1940 Act, including those requiring the jaiilan of a code of ethics, fidelity bond
and custody arrangements.

REGULATION

The following discussion is a general summary ahs®f the material regulations governing BDCs galherlt does not purport to be a
complete description of all the laws and regulaiaffecting BDCs.

A BDC is a unique kind of investment company th@mnarily focuses on investing in or lending to @ig& companies and making
managerial assistance available to them. A BDCidesvstockholders with the ability to retain theuidity of a publicly traded stock, while
sharing in the possible benefits of investing ireeging-growth or expansion-stage privately-ownechganies. The 1940 Act contains
prohibitions and restrictions relating to transas between BDCs and their directors and officads@incipal underwriters and certain other
related persons and requires that a majority ofltfextors be persons other than “interested psrsas that term is defined in the 1940 Act.
In addition, the 1940 Act provides that we may cteinge the nature of our business so as to ceass ¢o to withdraw our election as, a
BDC unless approved by a majority of our outstagdiating securities. A majority of the outstandwaing securities of a company is
defined under the 1940 Act as the lesser of (i) ®@r¥hore of such compars/shares present at a meeting or represented Ry rore thar
50% of the outstanding shares of such companyraept or represented by proxy or (ii) more tha¥ 50 the outstanding shares of such
company.

Qualifying Assets

Under the 1940 Act, a BDC may not acquire any astbetr than assets of the type listed in Sectida)5&f the 1940 Act, or “qualifying
assets,” unless, at the time the acquisition isepqualifying assets represent at least 70% ofdngpany’s total assets. The principal
categories of qualifying assets relevant to ouirtass are the following:

» Securities of an “eligible portfolio company” puaged in transactions not involving any public affgr An “eligible portfolio
compan” is defined in the 1940 Act as any issuer wh

(@) is organized under the laws of, and has its praigitace of business in, the United Sta

(b) is not an investment company (other than aldmusiness investment company wholly-owned by tBCBor a company
that would be an investment company but for ceraitiusions under the 1940 Act; 8

(c) satisfies any of the following
() does not have outstanding any class of securitissraspect to which a broker or dealer may eximagdgin credit

(i) is controlled by a BDC or a group of companiesluding a BDC and the BDC has an affiliated pera/ho is a
director of the eligible portfolio compan
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(iii) is a small and solvent company having tosdets of not more than $4 million and capital amglsis of not less than
$2 million; or

(iv) does not have any class of securities listed cettiamal securities exchang
e Securities of any eligible portfolio company that wontrol;

e Securities purchased in a private transaction fadthS. issuer that is not an investment companyisaimdbankruptcy and subject
to reorganization

» Securities received in exchange for or distribuidedr with respect to securities described abovpuosuant to the conversion of
warrants or rights relating to such securit

» Cash, cash equivalents, U.S. government secuoitibgyh-quality debt securities maturing in oneryaaless from the time of
investment; an

» Under certain circumstances, securities of compsahiat were eligible portfolio companies at thetiaf the initial investment but
that are not eligible portfolio companies at tmediof the follov-on investment

On October 25, 2006, the SEC reproposed a ruleruhdel 940 Act that would further expand the déifomi of an “eligible portfolio
company” to include certain domestic operating camigs that list their securities on a national sées exchange.

Significant Managerial Assistance

A BDC must have been organized and have its prahgilace of business in the United States and brisiperated for the purpose of
making investments in the types of securities diesdrabove. However, to count portfolio securiiegjualifying assets for the purpose of the
70% test, the BDC must either control the issughefsecurities or must offer to make availablthtoissuer of the securities (other than s
and solvent companies described above) significemagerial assistance; except that, where the Bb€éhpses such securities in conjunc
with one or more other persons acting together,adrtiee other persons in the group may make availslich managerial assistance. Making
available significant managerial assistance meamsng other things, any arrangement whereby the,BfrGugh its directors, officers or
employees, offers to provide, and, if acceptedsdmeprovide, significant guidance and counsel enriog the management, operations or
business objectives and policies of a portfolio pany through monitoring of portfolio company opéras, selective participation in board
and management meetings, consulting with and adyeiportfolio company’s officers or other orgati@aal or financial guidance.

Temporary Investments

Pending investment in other types of qualifyingetssas described above, our investments may tarfigiash, cash equivalents, U.S.
government securities or high quality debt se@sithaturing in one year or less from the time wégtment, which we refer to, collectively,
as temporary investments, so that at least 70%iméssets are qualifying assets. Typically, we iwilest in U.S. treasury bills or in
repurchase agreements, provided that such agregarenfully collateralized by cash or securitiessied by the U.S. government or its
agencies. A repurchase agreement involves the @sedby an investor, such as us, of a specifiedisgand the simultaneous agreement by
the seller to repurchase it at an agreed upondutate and at a price which is greater than thehaise price by an amount that reflects an
agreeddpon interest rate. There is no percentage rdstricn the proportion of our assets that may besiad in such repurchase agreem
However, if more than 25% of our total assets dtuistrepurchase agreements from a single countgrpee would not meet the
diversification tests imposed on us by the Codguialify for tax treatment as a RIC for federal imetax purposes. Thus, we do not intend to
enter into repurchase agreements with a singletequarty in excess of this limit. We will monitdre creditworthiness of the counterparties
with which we enter into repurchase agreement aetiens.
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Senior Securities; Coverage Ratio

We are permitted, under specified conditions, saésmultiple classes of indebtedness and one afatsck senior to our common stc
if our asset coverage, as defined in the 1940iA¢tt least equal to 200% immediately after eadh sssuance. In addition, with respect to
certain types of senior securities, we must makeipions to prohibit any dividend distribution taresstockholders or the repurchase of cel
of our securities, unless we meet the applicaldetasverage ratios at the time of the dividenttitistion or repurchase. We may also bor
amounts up to 5% of the value of our total assmtseimporary purposes. For a discussion of thes @sisociated with the resulting leverage,
see “Risk Factors—Risks Related to Our Businesswelfncur additional debt, it could increase th& aéinvesting in our Company.”

Code of Ethics

We adopted and maintain a code of ethics purseaRtite 17j-1 under the 1940 Act that establishesgulures for personal investments
and restricts certain personal securities tranmagtiPersonnel subject to the code may investdariies for their personal investment
accounts, including securities that may be purathaséield by us, so long as such investments adenmeaccordance with the code’s
requirements. We may be prohibited under the 19t0frdm conducting certain transactions with odiliafes without the prior approval of
our directors who are not interested persons angbiine cases, the prior approval of the SEC. A ofplye code of ethics is available on our
website ahttp://www.kohlbergcap.com

Privacy Principles

We are committed to maintaining the privacy of stackholders and safeguarding their non-publicgeakinformation. The following
information is provided to help explain what pemlanformation we collect, how we protect that inf@mtion and why, in certain cases, we
may share information with select other parties.

Generally, we do not receive any non-public perkoriarmation relating to our stockholders, althbugpme non-public personal
information of our stockholders may become avadlablus. We do not disclose any nmmblic personal information about our stockholdmn
former stockholders to anyone, except as permitiyeldw or as is necessary to service stockholdeswats, such as to a transfer agent.

We restrict access to non-public personal inforamaéibout our stockholders to our employees withgétimate business need for the
information. We maintain physical, electronic amdgedural safeguards designed to protect the nbtieguersonal information of our
stockholders.

Proxy Voting Policies and Procedures

Although most of the securities we hold are notngsecurities, we expect that some of our investswill entitle us to vote proxies.
We vote proxies relating to our portfolio secustia the best interest of our stockholders. Weewwin a case-by-case basis each proposal
submitted to a stockholder vote to determine ifgaot on the portfolio securities held by us. Althbwe generally vote against proposals
we believe may have a negative impact on our plastézcurities, we may vote for such a proposaldfbelieve there exists a compelling
long-term reason to do so.

Our proxy voting decisions are made by our Investn@mmittee, which is responsible for monitoriragle of our investments. To
ensure that our vote is not the product of a candif interest, we require that (1) anyone involuethe decision making process disclose to
our CCO any potential conflict that he or she imemof and any contact that he or she has hadanithnterested party regarding a proxy
vote; and (2) employees involved in the decisiokingprocess or vote administration are prohibftedh revealing how we intend to vote
a proposal to reduce any attempted influence frierésted parties.

22



Table of Contents

Other
We will be periodically examined by the SEC for q@imnce with the 1940 Act.

We will not “concentrate” our investments, thatirsjest 25% or more of our assets in any particoldnstry (determined at the time of
investment).

We are required to provide and maintain a bonceddiy a reputable fidelity insurance company tdqmious against larceny and
embezzlement. Furthermore, as a BDC, we are pteliliom indemnifying any director or officer agstimny liability to our stockholders
arising from willful misfeasance, bad faith, grassyligence or reckless disregard of the dutieslimgbin the conduct of such person’s office.

We are required to adopt and implement writtenqiesdi and procedures reasonably designed to prei@ation of the federal securities
laws and to review these policies and proceduresally for their adequacy and the effectivenesthelr implementation. We have a
designated Chief Compliance Officer (“CCO”) whaésponsible for administering these policies amt@dures.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS

The following discussion is a general summary ofaie material U.S. federal income tax consideraiapplicable to us and to an
investment in our shares. This summary does ngigsuto be a complete description of the incomecaxsiderations applicable to such an
investment. For example, we have not describeddagequences that we assume to be generally knpwivdstors or certain considerations
that may be relevant to certain types of holdebgesu to special treatment under federal incomdaws, including stockholders subject to
alternative minimum tax, tax-exempt organizatiansyrance companies, regulated investment compateesers in securities, pension plans
and trusts, and financial institutions. This sunyressumes that investors hold our common stoclkpitat assets (within the meaning of the
Code). The discussion is based upon the Code, Umeeeggulations, and administrative and judiciaéipretations, each as in effect as of the
date of this Annual Report and all of which arejsabto change, possibly retroactively, which coaifi&ct the continuing validity of this
discussion. We have not sought and will not segkraling from the Internal Revenue Service (theSIRRin connection with this discussion.
This summary does not discuss any aspects of St&eeor gift tax or foreign, state or local tebddes not discuss the special treatment u
federal income tax laws that could result if wedgted in tax-exempt securities or certain otheestiment assets in which we do not currently
intend to invest.

A “U.S. stockholder” generally is a beneficial owmd shares of our common stock who is for federame tax purposes:

» acitizen or individual resident of the United $&including an alien individual who is a lawfurpmanent resident of the United
States or meets tl“substantial presen” test in Section 7701(b) of the Co

e acorporation or other entity taxable as a corpamafor federal income tax purposes, created gaoized in or under the laws of
the United States or any political subdivision dadr

e atrust over the administration of which a courthia U.S. has primary supervision or over which.p&sons have control;
* an estate, the income of which is subject to Ue8efal income taxation regardless of its sot

A “Non-U.S. stockholder” is a beneficial owner dfagses of our common stock that is neither a U&kstolder nor a partnership for
federal income tax purposes. If a partnership (idiclg an entity treated as a partnership for fddecame tax purposes) holds shares of our
common stock, the tax treatment of a partner irpdrénership will generally depend upon the stafube partner and the activities of the
partnership. A
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prospective stockholder who is a partner of a astmp holding shares of our common stock shoutdglb his, her or its tax advisors with
respect to the purchase, ownership and disposifishares of our common stock.

Tax matters are very complicated and the tax caresazgs to an investor of an investment in our shaik depend on the facts of his,
her or its particular situation. We encourage itmesto consult their own tax advisors regardirggpecific consequences of such an
investment, including tax reporting requiremertg, applicability of federal, state, local and fgretax laws, eligibility for the benefits of any
applicable tax treaty and the effect of any possihlanges in the tax laws.

Election to be Taxed as a Regulated Investment Corapy

As a BDC, we intend to elect to be treated as auRider Subchapter M of the Code commencing withfiostrtaxable year as a
corporation. As a RIC, we generally will not haeeply corporate-level taxes on any income or giiaswe distribute to our stockholders as
dividends. To qualify for tax treatment as a RI@, mwust, among other things, meet certain sourdeenine and asset diversification
requirements (as described below). In additiomhitain the federal income tax benefits allowabl&IGs, we must distribute to our
stockholders, for each taxable year, at least 9080 investment company taxable income,” whicly&nerally the sum of our net ordinary
income plus the excess, if any, of realized nettsteom capital gains over realized net long-teapital losses (the “Annual Distribution
Requirement”) and our net tax-exempt interest ingoifrany.

Taxation as a Regulated Investment Company

For any taxable year in which we qualify as a Ri@ aatisfy the Annual Distribution Requirement, generally will not be subject to
federal income tax on the portion of our investnearhpany taxable income and net capital gaie. ( net realized long-term capital gains in
excess of net realized short-term capital lossesjligtribute to stockholders with respect to tresiry We will be subject to federal income tax
at the regular corporate rates on any net ordimexyme or capital gain not distributed (or deemistributed) to our stockholders. As a RIC,
we will be subject to a 4% nondeductible federaisxtax on certain net taxable undistributed ineamless we distribute in a timely manner
an amount at least equal to the sum of (1) 98%uphet ordinary income for each calendar year98® of our capital gain net income for
1-year period ending October 31 in that calendar gedr(3) any net income realized, but not distedytn the preceding year. We will not
subject to excise taxes on amounts on which weeapgired to pay corporate income tax (such asmretanet capital gains). We currently
intend to make sufficient distributions each taeajsar and/or pay sufficient corporate income teavioid any excise tax liability, although
we reserve the right to pay an excise tax ratham thake an additional distribution when circumsésnearrant (e.g., the payment of an ex
tax amount that we deem to be de minimis).

To qualify for tax treatment as a RIC for federadame tax purposes, in addition to satisfying tinadal Distribution Requirement, we
must, among other things:

* have in effect at all times during each taxable yeaelection to be regulated as a BDC under td@ 1&t;

» derive in each taxable year at least 90% of ousgyiocome from (a) dividends, interest, paymentk veispect to certain securities
loans, gains from the sale of stock or other séesrior other income derived with respect to awsibess of investing in such st
or securities and (b) net income derived from aerast in a “qualified publicly traded partnersh{p% defined by the Code) (all
such incom¢‘ Qualifying Incom(); and

« diversify our holdings so that at the end of eagérter of the taxable year: (i) at least 50% ofutakie of our assets consists of
cash, cash equivalents, U.S. government securséesirities of other RICs, and other securitiesith other securities of any one
issuer do not represent more than 5% of the vdloamassets or more than 10% of the outstanditiggsecurities of such issu
and (ii) no more than 25% of the value of our as&einvested in the securities, other than U.8egament
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securities or securities of other RICs, of (a) mseer, (b) two or more issuers that are controbsddetermined under applicable
tax rules, by us and that are engaged in the sasiendar or related trades or businesses or (e)ammore “qualified publicly
traded partnershi” (the“Diversification Test").

We may organize and conduct the business of KatDedi Advisors through additional direct or indiretolly-owned subsidiaries of
the Company. Some of the wholly-owned subsidiariay be treated as corporations for federal incargtrrposes. As a result, such
subsidiaries will be subject to tax at regular cogpe rates. We will recognize income from thedesiliaries to the extent that we receive
dividends and distributions of capital from thesbsidiaries. Some of the wholly-owned subsidianey be treated as disregarded entities for
federal income tax purposes. As a result, we viiédadly recognize fee income earned by these sidrsd. Fee income that we recognize
directly through entities that are treated as dsrded entities for federal tax purposes will galigmnot constitute Qualifying Income. We
intend to monitor our recognition of fee incomeetwsure that at least 90% of our gross income ih &a@ble year is Qualifying Income.

We may be required to recognize taxable incoméraumstances in which we do not receive cash. kample, if we hold debt
obligations that are treated under applicable tdesras having original issue discount (such asidetyuments with payment-in-kind interest
or, in certain cases, with increasing interestsratethat are issued with warrants), we must irclimdncome each year a portion of the oric
issue discount that accrues over the life of tHegation, regardless of whether cash representiic) ncome is received by us in the same
taxable year. Because any original issue discotoruad will be included in our investment compaaweble income for the year of accrual,
we may be required to make a distribution to oaclgholders to satisfy the Annual Distribution Reguient, even though we will not have
received any corresponding cash amount. We costdla subject to a federal income tax (includingrigst charges) on distributions recei
from investments in passive foreign investment canigs “PFICs” (defined below) or on proceeds resgifrom the disposition of shares in
PFICs, which tax cannot be eliminated by makingrithistions to our shareholders. A PFIC is any fgnetorporation in which (i) 75% or
more of the gross income for the taxable year $sipa income, or (ii) the average percentage oéfisets (generally by value, but by adju:
tax basis in certain cases) that produce or ackfbethe production of passive income is at |&886. Generally, passive income for this
purpose means dividends, interest (including incemévalent to interest), royalties, rents, anegitthe excess of gains over losses from
certain property transactions and commodities &etitsns, and foreign currency gains. Passive incamghis purpose does not include rents
and royalties received by the foreign corporatiamt active business and certain income received fedated persons. If we are in a position
to treat and so treat such a PFIC as a “qualifiectiag fund” (“QEF") we will be required to incledour share of the company’s income and
net capital gain annually, regardless of whethereeeive any distribution from the company. Altgatg we may make an election to mark
the gains (and to a limited extent losses) in fwaltings “to the market” as though we had sold mmlirchased our holdings in those PFICs
on the last day of our taxable year. Such gaind@ssks are treated as ordinary income and logsQBF and mark-to-market elections may
have the effect of accelerating the recognitiomobme (without the receipt of cash) and increagirggamount required to be distributed for
us to avoid taxation.

We may also invest in “controlled foreign corpooas” (“CFCs”). A non-U.S. corporation will be a CHCU.S. Shareholders” (i.e.,
each U.S. investor that owns (directly or by atttin) 10% or more of the interests in the non-Wd@poration (by vote)) own (directly or by
attribution) more than 50% (by vote or value) af tiutstanding interests of the nors. corporation. If we are a U.S. Shareholder wétpec
to a non-U.S. corporation, we will be required egedr to include in income our pro rata share efdbrporation’s “Subpart F income” (as
defined in the Code). Therefore, investments in €R@y have the effect of accelerating the recagmitif income (without the receipt of
cash) and increasing the amount required to behistd for us to avoid taxation.

We are authorized to borrow funds and to sell ageesatisfy the Annual Distribution Requiremend &m avoid any excise tax liability.
However, under the 1940 Act, we are not permitteshake distributions to our
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stockholders while our debt obligations and otlesiar securities are outstanding unless certaisetasoverage” tests are met. Moreover, our
ability to dispose of assets to meet the Annuatristion Requirement and to avoid any excise talility may be limited by (1) the illiquid
nature of our portfolio, or (2) other requiremergkating to our tax treatment as a RIC, includimg Diversification Tests. If we dispose of
assets to meet the Annual Distribution Requiremantkto avoid any excise tax liability, we may makeh dispositions at times that, frorr
investment standpoint, are not advantageous.

Gain or loss realized by us from the sale or exghaf warrants acquired by us as well as any ltdgbuatable to the lapse of such
warrants generally will be treated as capital gaitoss. Such gain or loss generally will be loagst or short-term, depending on how long
we held a particular warrant. Our transactionsptiams, futures contracts, hedging transactionsfarvdard contracts will be subject to spe
tax rules, the effect of which may be to acceleiateme to us, defer losses, cause adjustmentie tbalding periods of our investments,
convert long-term capital gains into short-termitamains, convert short-term capital losses Iotgy-term capital losses or have other tax
consequences. These rules could affect the amtiminig and character of distributions to stockhoéd&Ve do not currently intend to engage
in these types of transactions.

A RIC is not permitted to deduct expenses in exoé#s “investment company taxable income” (whishgenerally, ordinary income
plus net short-term capital gains in excess oforey-term capital losses). If our expenses in igiyear exceed investment company taxable
income (e.g., as the result of large amounts oftgdpased compensation), we would experience apetating loss for that year. However, a
RIC is not permitted to carry forward net operatiogses to subsequent years. In addition, expe@sebe used only to offset investment
company taxable income, not net capital gain (gahe excess of net long-term capital gains tivemet short-term capital losses). Due to
these limits on the deductibility of expenses, wayrfor tax purposes have aggregate taxable incamezoperiod of several years that we are
required to distribute and that is taxable to daclsholders even if such income is greater tham#tencome we actually earned during those
years in the aggregate. Such required distributinag be made from our cash assets or by liquidationvestments, if necessary. We n
realize gains or losses from such liquidationghevent we realize net capital gains from sughsiactions, stockholders may receive larger
capital gain distributions than they would haveeieed in the absence of such transactions. Assuméngualify for tax treatment as a RIC,
our corporate-level U.S. federal income tax shdnddsubstantially reduced or eliminated, and, ataggd above, a portion of our
distributions or deemed distributions may be charared as long-term capital gain in the handsadkholders. Except as otherwise
provided, the remainder of this discussion assuhegsve qualify for tax treatment as a RIC and hsatésfied the Annual Distribution
Requirement.

Failure to Qualify as a Regulated Investment Compan

If we were to fail to qualify for treatment as a@R(including if our Board of Directors elected &ntporarily or permanently revoke our
RIC election), we would be subject to tax on albaf taxable income at regular corporate rateswad not be able to deduct distributions
to stockholders, nor would distributions be requdite be made. Such distributions would be taxableur stockholders as dividend income to
the extent of our current and accumulated earrangisprofits and (if made during a taxable year tyeigig before January 1, 2011) provided
certain holding period and other requirements weeg could potentially qualify for treatment as adjfied dividend income” in the hands of
stockholders taxed as individuals eligible for 16 maximum rate. Subject to certain limitationsl@mthe Code, corporate distributees may
be eligible for the dividends received deductiothwespect to our dividend distributions. Distribus in excess of our current and
accumulated earnings and profits would be treatetlds a return of capital to the extent of tleckholder’s tax basis, and any remaining
distributions would be treated as a capital gamrdqualify as a RIC in a subsequent taxable yeanyould be required to satisfy the RIC
qualification requirements for that year and digpokany earnings and profits from any year in Whie failed to qualify for tax treatment as
a RIC. Subject to a limited exception applicabl®t€s that qualified as such under Subchapter lh@{Code for at least one year prior to
disqualification and that requalify as a RIC netahan the second year following the nonqualifyylegr, we could be subject to tax on any
unrealized net built-in gains in the assets held$guring the period in which we
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failed to qualify for tax treatment as a RIC thet eecognized within the subsequent 10 years, simesmade a special election to pay
corporate-level tax on such built-in gain at tediof our requalification as a RIC.

Taxation of U.S. Stockholders

For federal income tax purposes, distributions generally are taxable to U.S. stockholders aimarglincome or capital gains.
Distributions of our “investment company taxableame” (which is, generally, our ordinary incomeghet realized short-term capital gains
in excess of net realized long-term capital losggk)e taxable as ordinary income to U.S. stodllbes to the extent of our current or
accumulated earnings and profits, whether paicd#hor reinvested in additional common stock thinooigr dividend reinvestment plan. For
taxable years beginning before January 1, 201thet@xtent such distributions paid by us are attable to dividends from U.S. corporations
and certain qualified foreign corporations, sudtriiutions may be designated by us as “qualifiedtldnd incomeeligible to be taxed in th
hands of non-corporate stockholders at the ratgkcaple to long-term capital gains, provided holgiperiod and other requirements are met
at both the stockholder and company levels. Inrdgmgrd, it is anticipated that distributions plydus generally will not be attributable to
dividends and, therefore, generally will not beldigal dividend income. Distributions of our netpital gains (which is generally our realized
net long-term capital gains in excess of realizedshort-term capital losses) properly designatedsbas “capital gain dividends” will be
taxable to a U.S. stockholder as long- term cagias (currently at a maximum rate of 15% in thsecof individuals, trusts or estates),
regardless of the U.S. stockholder’s holding pefarchis, her or its common stock and regardlessiwdther paid in cash or reinvested in
additional common stock. Distributions in excesswf current and accumulated earnings and prafgs\iill reduce a U.S. stockholder’'s
adjusted tax basis in such stockholder’'s commocksdod, after the adjusted basis is reduced tq pélicconstitute capital gains to such U.S.
stockholder.

We may retain some or all of our realized net lterga capital gains in excess of realized net stewrtr capital losses and designate the
retained net capital gains as a “deemed distrihdtio that case, among other consequences, weajlitax on the retained amount, each
U.S. stockholder will be required to include hisr br its share of the deemed distribution in inean if it had been actually distributed to the
U.S. stockholder, and the U.S. stockholder wilebétled to claim a credit equal to his, her omaiecable share of the tax paid thereon by us.
The amount of the deemed distribution net of saghatill be added to the U.S. stockholder’s cosid#s his, her or its common stock. Since
we expect to pay tax on any retained net capitalsgat our regular corporate tax rate, and sinaertite is in excess of the maximum rate
currently payable by individuals on long-term cap@gains, the amount of tax that individual stodileos will be treated as having paid and
for which they will receive a credit will exceecetbax they owe on the retained net capital gaichSxcess generally may be claimed as a
credit against the U.S. stockholder’s other fedigrame tax obligations or may be refunded to tkterd it exceeds a stockholder’s liability
for federal income tax. A stockholder that is nalbjgct to federal income tax or otherwise requicefile a federal income tax return would
required to file a federal income tax return ondperopriate form to claim a refund for the taxespaid. For federal income tax purposes
tax basis of shares owned by a stockholder wilhbeeased by an amount equal to the differencedsivthe amount of undistributed capital
gains included in the stockholder’s gross inconat the tax deemed paid by the stockholder as destiibthis paragraph. To utilize the
deemed distribution approach, we must provide @nitiotice to our stockholders prior to the expiratf 60 days after the close of the
relevant taxable year. We cannot treat any of muestment company taxable income as a “deemedbdistm.” We may also make actual
distributions to our stockholders of some or altedlized net long-term capital gains in exces®afized net short-term capital losses.

For purposes of determining (1) whether the Aniiatribution Requirement is satisfied for any yaad (2) the amount of capital gain
dividends paid for that year, we may, under cernt#ticumstances, elect to treat a dividend thagid guring the following taxable year as if it
had been paid during the taxable year in questiare make such an election, the U.S. stockholdérstill be treated as receiving the
dividend in the taxable year in which the distribatis made. However, any dividend declared bynudétober, November or December of
any calendar year, payable to stockholders of teonra specified date in such a month and actpally during
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January of the following year, will be treated fi$ had been received by our U.S. stockholder®enember 31 of the year in which the
dividend was declared. A U.S. stockholder genemallyrecognize taxable gain or loss if the U.Sctholder sells or otherwise disposes of
his, her or its shares of our common stock. Any gaising from such sale or disposition generalily bve treated as long-term capital gain or
loss if the U.S. stockholder has held his, hetoslhares for more than one year. Otherwise, itheikclassified as short-term capital gain or
loss. However, any capital loss arising from tHe sa disposition of shares of our common stockl liet six months or less will be treated as
longterm capital loss to the extent of the amount piteagain dividends received, or undistributeditdmain deemed received, with resg

to such shares. In addition, all or a portion of lrss recognized upon a disposition of sharesiotommon stock may be disallowed if other
shares of our common stock are purchased (whéthmrgh reinvestment of distributions or otherwisdthin 30 days before or after the
disposition. In such a case, the basis of the npwighased shares will be adjusted to reflect iballdwed loss. For taxable years beginning
before January 1, 2011, individual U.S. stockhadee subject to a maximum federal income taxohisb% on their net capital gain.¢€. ,

the excess of realized net long-term capital ga@r oealized net short-term capital loss for a bdegear) including any lonterm capital gai
derived from an investment in our shares. Suchisdtaver than the maximum rate on ordinary incameently payable by individuals.
Corporate U.S. stockholders currently are subjefederal income tax on net capital gain at theimar 35% rate also applied to ordinary
income. Non-corporate stockholders with net capitsdes for a yearife., capital losses in excess of capital gains) géigeray deduct up t
$3,000 of such losses against their ordinary inceawh year ($1,500 for married individuals filirgparately); any net capital losses of a non-
corporate stockholder in excess of $3,000 ($1,800arried individuals filing separately) generathay be carried forward and used in
subsequent years as provided in the Code. Corpstiatkholders generally may not deduct any nettablpisses for a year, but may carry
back such losses for three years or carry forwacti $osses for five years.

Distributions are taxable to stockholders evehéfytare paid from income or gains earned by usrbefetockholder’s investment (and
thus were included in the price the stockholdedpaf an investor purchases shares of our comrtaskshortly before the record date of a
distribution, the price of the shares will inclutthe value of the distribution and the investor Wwal subject to tax on the distribution even
though economically, it may represent a returnisf er or its investment. Distributions are taxalvhether stockholders receive them in ¢
or reinvest them in additional shares through thedend Reinvestment Plan. A stockholder whoseiistions are reinvested in shares will
be treated as having received a dividend equatherd(i) the fair market value of the shares isstgethe stockholder (if we issue new shares),
or (ii) the amount of cash allocated to the stoddéiofor the purchase of shares on its behalf éfpurchase shares on the open market). We
will send to each of our U.S. stockholders, as grityras possible after the end of each calendar, geaotice detailing, on a per share and per
distribution basis, the amounts includible in sucB. stockholder’s taxable income for such yeasrdfary income and as long-term capital
gain. In addition, the federal tax status of eagfirs distributions generally will be reported be iRS (including the amount of dividends, if
any, eligible for the 15% “qualified dividend incefhrate). Distributions may also be subject to #ddal state, local and foreign taxes
depending on a U.S. stockholder’s particular situatDividends distributed by us generally will i eligible for the corporate dividends-
received deduction or the preferential rate apple#o “qualified dividend income.”

We may be required to withhold U.S. federal incame(“backup withholding”), currently at a rate 28%, from all distributions to any
non-corporate U.S. stockholder (1) who fails tanfsh us with a correct taxpayer identification n@mbr a certificate that such stockholder is
exempt from backup withholding, or (2) with respctvhom the IRS notifies us that such stockholdes failed to properly report certain
interest and dividend income to the IRS and toordgo notices to that effect. An individual’s tayer identification number is his or her
social security number. Any amount withheld undeckup withholding is allowed as a credit againetthS. stockholdes federal income t:
liability, provided that proper information is prided to the IRS.
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Under Treasury regulations, if a stockholder recmgma loss with respect to our shares of $2 miliomore for an individual
stockholder or $10 million for a corporate stocldes| the stockholder must file with the IRS a disdre statement on Form 8886. Direct
stockholders of portfolio securities are in mangesaexcepted from this reporting requirement, hdeucurrent guidance, stockholders of a
RIC are not excepted. Future guidance may extemdulrent exception from this reporting requirentergtockholders of most or all RICs.
The fact that a loss is reportable under theseatgns does not affect the legal determinatiowbéther a taxpayer’s treatment of the loss is
proper. Stockholders should consult their tax aatgiso determine the applicability of these regata in light of their individual
circumstances.

Taxation of Non-U.S. Stockholders

Whether an investment in the shares is appropioate non-U.S. stockholder will depend upon thaspa’s particular circumstances.
Non-U.S. stockholders should consult their tax adwdmfore investing in our common stock. In genafi@idend distributions (other than
certain distributions derived from net long-ternpital gains, certain interest income and short teapital gains, as described below) paid by
us to a non-U.S. stockholder are subject to witthingl of federal income tax at a rate of 30% (ordowapplicable treaty rate) even if they are
funded by income or gains that, if paid to a no®-stockholder directly, would not be subject tthivolding. If the distributions are
effectively connected with a U.S. trade or busirgghe non-U.S. stockholder, (and, if an incomettaaty applies, attributable to a
permanent establishment in the United States), iv@et be required to withhold federal tax if then-U.S. stockholder complies with
applicable certification and disclosure requiremeatthough the distributions will be subject tddeal income tax at the rates applicable to
U.S. stockholders. (Special certification requiramseapply to a non-U.S. stockholder that is a fprgiartnership or a foreign trust and such
entities are urged to consult their tax advisdfsr)taxable years beginning prior to January 182@8cept as provided below, we generally
will not be required to withhold any amounts wiespect to certain distributions of (1) U.S.-sounterest income that meets certain
requirements, and (2) net short-term capital gmirexcess of net long-term capital losses, in eade to the extent we properly designate
such distributions. We intend to make such designst In respect of distributions described in ska(dl) above, however, we will be required
to withhold amounts with respect to distributionsatnon-U.S. stockholder:

» that has not provided a satisfactory statementttigabeneficial owner is not a U.S. pers

» tothe extent that the dividend is attributabledain interest on an obligation if the non-Ut8ckholder is the issuer or is a 10%
stockholder of the issue

» thatis within certain foreign countries that havadequate information exchange with the UnitedeSteor

» tothe extent the dividend is attributable to iattpaid by a person that is a related personeofitim-U.S. stockholder and the non-
U.S. stockholder is “controlled foreign corporati¢’ for federal income tax purpost

Actual or deemed distributions of our net capitihgto a non-U.S. stockholder, and gains realized bon-U.S. stockholder upon the
sale of our common stock, will not be subject tei@l withholding tax and generally will not be gdi to federal income tax unless the
distributions or gain, as the case may be, aretaffdy connected with a U.S. trade or businesthefnon-U.S. stockholder (and, if an income
tax treaty applies, are attributable to a permaastatblishment maintained by the non-U.S. stocldrdhdthe U.S.), or in the case of an
individual stockholder, the stockholder is presarthe U.S. for a period or periods aggregating d&gs or more during the year of the sale or
capital gain dividend and certain other conditians met. If we distribute our net capital gaintie form of deemed rather than actual
distributions, a non-U.S. stockholder will be detitto a federal income tax credit or tax refundado the stockholder’s allocable share of
the tax we pay on the capital gains deemed to haga distributed. To obtain the refund, the kb8- stockholder must obtain a U.S. taxpi
identification number and file a federal income taturn even if the non-U.S. stockholder would othierwise be required to obtain a U.S.
taxpayer identification number or file a federatome tax return. For
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a corporate non-U.S. stockholder, distributiongt{taxtual and deemed), and gains realized uposalleeof our common stock that are
effectively connected to a U.S. trade or busineag, mnder certain circumstances, be subject taditianal “branch profits tax” at a 30%
rate (or at a lower rate if provided for by an agggble treaty).

A non-U.S. stockholder who is a noesident alien individual, and who is otherwisejsabto withholding of federal tax, may be subj
to information reporting and backup withholdingfeéleral income tax on dividends unless the non-bt&kholder provides us or the
dividend paying agent with an IRS Form W-8BEN (nragceptable substitute or successor form) or wibemrmeets documentary evidence
requirements for establishing that it is a non-$t8ckholder or otherwise establishes an exemfitmn backup withholding. Investment in
the shares may not be appropriate for a non-UoBkkblder. non-U.S. persons should consult th&iativisors with respect to the federal
income tax and withholding tax, and state, loca foreign tax consequences of an investment irstiages.

DIVIDEND REINVESTMENT PLAN

We have adopted a dividend reinvestment plan ttmafiges for reinvestment of our distributions omak of our stockholders, unless a
stockholder elects to receive cash as providedabeds a result, if our Board of Directors authoszand we declare, a cash dividend, thel
stockholders who have not “opted out” of our divideeinvestment plan will have their cash divideadtomatically reinvested in additional
shares of our common stock, rather than receiviegash.

No action will be required on the part of a registestockholder to have their cash dividend reiteced shares of our common stock
registered stockholder may elect to receive anesdtvidend in cash by notifying American Stock iséer & Trust Company, the plan
administrator and our transfer agent and regisitmaryriting so that such notice is received by pen administrator no later than the record
date for dividends to stockholders. The plan adstiator will set up an account for shares acqutineaugh the plan for each stockholder who
has not elected to receive dividends in cash atdidueh shares in non-certificated form. Upon retjbg a stockholder participating in the
plan, received in writing not less than ten daysrgo the record date, the plan administrator vinistead of crediting shares to the
participant’s account, issue a certificate regesdan the participant’s name for the number of whgiares of our common stock and a check
for any fractional share.

Those stockholders whose shares are held by arbwokeher financial intermediary may receive dends in cash by notifying their
broker or other financial intermediary of theiralen.

We intend to use primarily newly issued sharesriplément the plan, whether our shares are tradiagpeemium or at a discount to net
asset value. However, we reserve the right to @aelshares in the open market in connection witlingplementation of the plan. The
number of shares to be issued to a stockholdertesmhined by dividing the total dollar amount of dividend payable to such stockholder by
the market price per share of our common stockeatlose of regular trading on The Nasdaq Globakstaon the dividend payment date.
Market price per share on that date will be thaiolg price for such shares on The Nasdaq Globakdarr, if no sale is reported for such
day, at the average of their reported bid and apkieds. The number of shares of our common stdetoutstanding after giving effect to
payment of the dividend cannot be established thdilvalue per share at which additional shardshwilssued has been determined and
elections of our stockholders have been tabulated.

There will be no brokerage charges or other chaigssckholders who participate in the plan. TlEm@dministrator’s fees under the
plan will be paid by us. If a participant electsvasitten notice to the plan administrator to have plan administrator sell part or all of the
shares held by the plan administrator in the paait’'s account and remit the proceeds to the @patnt, the plan administrator is authorized
to deduct a $15.00 transaction fee plus a $0.18eme brokerage commission from the proceeds.
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Participants may terminate their accounts undeptie by notifying the plan administrator via itebgite at www.amstock.com, by
filling out the transaction request form locatedbattom of their statement and sending it to tten @dministrator at the address set forth
below or by calling the plan administrator at 1-8@8-8564.

The plan may be terminated by us upon notice itingrimailed to each participant at least 30 dajar fpo any record date for the
payment of any dividend by us. All correspondermecerning the plan should be directed to the ptamiaistrator by mail at American Sto
Transfer & Trust Company, Attn. Dividend ReinvesttBepartment, P.O. Box 922, Wall Street StatioewN ork, NY 10269-0560 or by
telephone at 1-866-668-8564.

DETERMINATION OF NET ASSET VALUE

We determine the net asset value per share ofawomon stock quarterly. The net asset value peesbaqual to the value of our total
assets minus liabilities and any preferred stodktanding divided by the total number of sharesashmon stock outstanding. As of
December 31, 2006, we did not have any prefer@eksiutstanding.

Value, as defined in Section 2(a)(41) of 1940 Axf]l) the market price for those securities foiahita market quotation is readily
available and (2) for all other securities and &sdair value as determined in good faith by ooagl of Directors, based on the
recommendations of the Valuation Committee of tbhar8 of Directors. Our quarterly valuation prockegins with each portfolio company
or investment being initially valued by the investm professionals responsible for the portfoliceistvnent. Preliminary valuation conclusions
will then be documented and discussed with ourssenanagement. The Valuation Committee of our Badiirectors will review these
preliminary valuations and make recommendatiormutoBoard of Directors. Where appropriate, the dtdan Committee will utilize an
independent valuation firm selected by the BoarBioéctors. The Valuation Committee is currentlyttie process of selecting an indepen:
valuation firm to assist with the periodic valuatiof our illiquid securities. The Board of Direcsawill discuss valuations and will determine
the fair value of each investment in our portfatiggood faith based on the recommendations of @leation Committee.

Since there is typically no readily available mankalue for the investments in our portfolio, wdueasubstantially all of our
investments at fair value. Because of the inharanertainty of determining the fair value of invasnts that do not have a readily available
market value, the fair value of our investment&datned under our procedures may differ signifigaftom the values that would have been
used had a ready market existed for the investmantsthe differences could be material.

There is no single standard for determining falugaAs a result, determining fair value requitestjudgment be applied to the specific
facts and circumstances of each portfolio investirignlike banks, we are not permitted to providgeaeral reserve for anticipated loan
losses. Instead, we must determine the fair val@ach individual investment on a quarterly badie. record unrealized depreciation on
investments when we believe that an investmentlbaseased in value, including where collection lafea or realization of an equity secui
is doubtful. Conversely, we record unrealized apipteon if we believe that as a result our invesitrteas appreciated in value, for example,
because the underlying portfolio company has ajuextin value.

As a BDC, we invest primarily in illiquid securiigincluding loans to and warrants of private coni&and interests in other illiquid
securities, such as interests in the underlying GID@ds. Our investments are generally subjectdictions on resale and generally have no
established trading market. Because of the typevelstments that we make and the nature of ounbasj our valuation process requires an
analysis of various factors. Our valuation methodyglincludes the examination of, among other thitigs underlying investment
performance, financial condition and market chaggmnents that impact valuation.
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With respect to private debt and equity investmezdsh investment is valued using industry valuatienchmarks, and, where
appropriate, such as valuing private warrantsjrtpat value in our valuation model may be assiga@iscount reflecting the illiquid nature
the investment and our minority, non-control pasitiWhen a qualifying external event such as aifségmt purchase transaction, public
offering or subsequent loan or warrant sale oc¢hespricing indicated by the external event issidered in determining our private debt or
equity valuation. Securities that are traded inaber-the-counter market or on a stock exchangergéiy are valued at the prevailing bid
price on the valuation date. However, restrictethinly traded public securities may be valuediataunts from the public market value due
to limitations on our ability to sell the securgie

Our CDO Investments are carried at fair value, Wihscbased on a discounted cash flow model thitegiprepayment and loss
assumptions based on historical experience andgiea) performance, economic factors, the charatiteriof the underlying cash flow and
comparable yields for similar bonds and prefertearas/income notes, when available. We recognizealined appreciation or depreciation
on our CDO Investments as comparable yields inrthgket change and/or based on changes in estimasédlows resulting from changes
prepayment or loss assumptions in the underlyitigtesal pool. As each CDO Investment ages, theetqul amount of losses and the
expected timing of recognition of such losses muhderlying collateral pool is updated and thésex¥ cash flows are used in determining
fair value of the CDO Investment. We determineftievalue of our CDO Investments on an individsaturity-by-security basis. If we were
to sell a group of CDO Investments in a pool in onenore transactions, the total value receivedtat pool may be different than the sun
the fair values of the individual CDO Investments.
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Item 1A. Risk Factors

Investing in our common stock involves a high degferisk. The risks set forth below are not thiy eisks we face. If any of the
following risks occur, our business, financial cdiwh and results of our operations could be mathyiadversely affected. In such case,
net asset value and the trading price of our comstook could decline.

RISKS RELATED TO OUR BUSINESS

We are dependent upon senior management personmebiir future success, and if we are unable to hmad retain qualified personnel c
if we lose any member of our senior management teanr ability to achieve our investment objectiveutd be significantly harmed.

We depend on the members of our senior managersaevelhas other key personnel for the identificatifinal selection, structuring,
closing and monitoring of our investments. Thes@legees have critical industry experience and i@lahips that we rely on to implement
our business plan. Our future success will depenthe continued service of our senior managemeamt &nd our Board of Directors. The
departure of any of the members of our senior mamegt, or a significant number of our senior pemgdrcould have a material adverse
effect on our ability to achieve our investmentemtive. As a result, we may not be able to opevatedusiness as we expect, and our abili
compete could be harmed, which could cause oumtipgrresults to suffer.

We operate in a highly competitive market for inte®nt opportunities.

A large number of entities will compete with ustiake the types of investments that we plan to ntakeospective portfolio
companies. We will compete with a large numberrofgte equity firms as well as other BDCs, investitrfends, investment banks and other
sources of financing, including traditional finaalcservices companies, such as commercial bank&rantte companies. Many of our
competitors are substantially larger and have demably greater financial, technical, marketing attter resources than we do. For example,
some competitors may have a lower cost of fundsaaedss to funding sources that are not availahls.tThis may enable some of our
competitors to make commercial loans with interatds that are comparable to or lower than the ratetypically offer. We may lose
prospective portfolio companies if we do not matcin competitors’ pricing, terms and structure. & do match our competitors’ pricing,
terms or structure, we may experience decreasedteetst income and increased risk of credit Isskeaddition, some of our competitors
may have higher risk tolerances or different riskessments, which could allow them to considerdemiariety of investments, establish
more relationships and build their market sharesthermore, many of our potential competitors hgneater experience operating under, or
are not subject to, the regulatory restrictions tha 1940 Act imposes on us as a BDC. As a redultis competition, there can be no
assurance that we will be able to identify and tadteantage of attractive investment opportunitiethat we will be able to fully invest our
available capital. If we are not able to competeatively, our business and financial condition aesults of operations will be adversely
affected.

There is a risk that we may not make distributions.

We intend to make distributions on a quarterly $asiour stockholders. We may not be able to aehiperating results that will allow
us to make distributions at a specific level omitrease the amount of these distributions frone timtime. In addition, due to the asset
coverage test applicable to us as a BDC, we mdiyrtited in our ability to make distributions. Alsestrictions and provisions under the
Facility may limit our ability to make distributisnIf we do not distribute a certain percentagewfincome annually, we could fail to qualify
for tax treatment as a RIC and we would be sulifecorporate level federal income tax. We cannsuenthat we will make distributions a
particular level or at all.
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Any unrealized losses we experience on our loantfadio may be an indication of future realized loss, which could reduce our incon
available for distribution.

As a BDC, we are required to carry our investmanimarket value or, if no market value is ascedidl@, at the fair value as determined
in good faith by our Board of Directors. Decreaisethe market values or fair values of our investtaevill be recorded as unrealized
depreciation. Any unrealized losses in our loanfpto could be an indication of a portfolio compaminability to meet its repayment
obligations to us with respect to the affected $odrhis could result in realized losses in theraiand ultimately in reductions of our income
available for distribution in future periods.

We will be exposed to risks associated with charigasterest rates.

General interest rate fluctuations may have a aatiat negative impact on our investments, theealuiour common stock and our rate
of return on invested capital. A reduction in thesrest spreads on new investments could alsodragelverse impact on our net interest
income. An increase in interest rates could deeréfas value of any investments we hold which eietdfinterest rates, including mezzanine
securities and high-yield bonds, and also couldeiase our interest expense, thereby decreasingedimcome. Also, an increase in interest
rates available to investors could make investrireatir common stock less attractive if we are rodé &0 increase our dividend rate, which
could reduce the value of our common stock.

If we incur additional debt, it could increase thésk of investing in our Company

As of December 31, 2006, we had no outstandingbitedimess. However, we expect, in the future, todwofrom, and issue senior debt
securities to, banks, insurance companies and tghders, including pursuant to the Facility that entered into on February 14, 2007.
Lenders will have fixed dollar claims on our assheg are superior to the claims of our stockh@dand we may grant a security interest in
our assets in connection with our borrowings. E¢hse of a liquidation event, those lenders woeddive proceeds before our stockholders.
In addition, borrowings, also known as leveragegmifg the potential for gain or loss on amountsaisted and, therefore, increase the risks
associated with investing in our securities. Legere generally considered a speculative investteehhique. If the value of our assets
increases, then leveraging would cause the net esisre attributable to our common stock to incesamre than it otherwise would have had
we not leveraged. Conversely, if the value of asess decreases, leveraging would cause the mttvadise attributable to our common stock
to decline more than it otherwise would have hachatdeveraged. Similarly, any increase in our rexein excess of interest expense on our
borrowed funds would cause our net income to irsenore than it would without the leverage. Anyrdase in our revenue would cause our
net income to decline more than it would have hachat borrowed funds and could negatively affectahility to make distributions on our
common stock. Our ability to service any debt thatincur will depend largely on our financial paerfance and will be subject to prevailing
economic conditions and competitive pressures.

As a BDC, we generally are required to meet a @meratio of total assets to total borrowings atherosenior securities, which inclu
all of our borrowings and any preferred stock wey/nsaue in the future, of at least 200%. If thisar@eclines below 200%, we may not be
able to incur additional debt and may need toaselbrtion of our investments to repay some debtwhis disadvantageous to do so, and we
may not be able to make distributions.

Risks Related to Our Investments
Our investments may be risky, and investors coudd all or part of their investments in the Company
We invest primarily in senior secured term loanszmanine debt and selected equity investmentsddspeniddle market companies.

Senior Secured Loang/hen we extend senior secured term loans, we wilegally take a security interest in the availassets of
these portfolio companies, including the equitgrests of their subsidiaries, which we
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expect to help mitigate the risk that we will netfepaid. However, there is a risk that the calédteecuring our loans may decrease in value
over time, may be difficult to sell in a timely nraar, may be difficult to appraise and may fluctuatealue based upon the success of the
business and market conditions, including as dtresthe inability of the portfolio company to sa& additional capital, and, in some
circumstances, our lien could be subordinateddiomd of other creditors. In addition, deterioratiora portfolio company’s financial
condition and prospects, including its inabilityrédse additional capital, may be accompanied lgrateration in the value of the collateral for
the loan. Consequently, the fact that a loan issetdoes not guarantee that we will receive ppimlcand interest payments according to the
loan’s terms, or at all, or that we will be ablectidlect on the loan should we be forced to exeroigr remedies.

Mezzanine DehtOur mezzanine debt investments will generallgligordinated to senior loans and will generallybsecured. This
may result in an above average amount of risk atatility or loss of principal.

These investments may entail additional risks toatd adversely affect our investment returns. fledxtent interest payments
associated with such debt are deferred, such délitersubject to greater fluctuations in valuedzhsn changes in interest rates and such
could subject us to phantom income. Since we wiflggally not receive any cash prior to maturityhef debt, the investment will be of grei
risk.

Equity InvestmentsWe expect to make selected equity investmentadttition, when we invest in senior secured loans&zzanine
debt, we may acquire warrants. Our goal is ultityatedispose of such equity interests and rea&as upon our disposition of such
interests. However, the equity interests we recaiag not appreciate in value and, in fact, mayidedh value. Accordingly, we may not be
able to realize gains from our equity interests| any gains that we do realize on the dispositfceny equity interests may not be sufficient
to offset any other losses we experience.

Risks Associated with Middle Market Companibkwestments in middle market companies also weval number of significant risks,
including:

» limited financial resources and being unable totrttesr obligations, which may be accompanied loegerioration in the value of
any collateral and a reduction in the likelihoodusfrealizing on any guarantees we may have olttaneonnection with our
investment

» shorter operating histories, narrower product limed smaller market shares than larger busines$iésh tend to render them mu
vulnerable to competitc’ actions and market conditions, as well as gene@@mic downturns

« dependence on management talents and effortsroéithgroup of persons; therefore, the death, digabiesignation or
termination of one or more of these persons coalala material adverse impact on our portfolio canypand, in turn, on u:

» less predictable operating results, being partidgigation from time to time, engaging in rapidthanging businesses with
products subject to a substantial risk of obsolesegand requiring substantial additional capdatupport their operations, finar
expansion or maintain their competitive positi

» difficulty accessing the capital markets to me¢tifel capital needs; ai
« generally less publicly available information abthair businesses, operations and financial candi

Many of our portfolio investments will be recorded fair value as determined in good faith by our Bl of Directors. As a result, ther
will be uncertainty as to the value of our investnts.

Our investments are expected to consist primafiecurities issued by privately-held companies,ftir value of which is not readily
determinable. In addition, we are not permittechiwintain a general reserve for anticipated loasdssinstead, we are required by the 1940
Act to specifically value each investment and rdcor
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an unrealized gain or loss for any asset that iieusehas increased or decreased in value. We viaése securities at fair value as
determined in good faith by our Board of Directdrased on the recommendations of the Valuation Citeerof the Board of Directors.
These valuations are initially prepared by our nganaent and reviewed by our Valuation Committee thitilizes its best judgment in
arriving at the fair value of these securities. ldger, the Board of Directors retains ultimate atithi@s to the appropriate valuation of each
investment. Where appropriate, our Board of Directoay utilize the services of an independent adodirm to aid it in determining fair
value. The types of factors that may be consideredluing our investments include the nature aradizable value of any collateral, the
portfolio company’s ability to make payments argddarnings, the markets in which the portfolio campdoes business, comparison to
publicly-traded companies, discounted cash flow @ther relevant factors. Because such valuatiord particularly valuations of private
investments and private companies, are inherenttgriain and may be based on estimates, our detations of fair value may differ
materially from the values that would be asseskaddady market for these securities existed.@tiasset value could be adversely affected
if our determinations regarding the fair value af mvestments were materially higher than the eslihat we ultimately realize upon the
disposal of such securities.

Our portfolio is and may continue to be concentrdtn a limited number of portfolio companies anddustries, which will subject us to a
risk of significant loss if any of these companidsfaults on its obligations under any of its debstruments or by a downturn in the
particular industry.

Our portfolio is and may continue to be concenttatea limited number of portfolio companies andustries. At December 31, 2006,
our largest investment, our 100% equity interestsatonah Debt Advisors, represented approximdtb¥b of our investments at fair value.
Beyond the asset diversification requirements aaset with our qualification as a RIC, we do notddixed guidelines for diversification,
and while we are not targeting any specific indastrour investments could be concentrated inivelgtfew industries. Additionally, a
downturn in any particular industry in which we @&meested could also significantly impact the aggite returns we realize.

Economic recessions or downturns could impair ousrtfolio companies and harm our operating resuli

Many of our portfolio companies may be susceptibleconomic slowdowns or recessions and may bel@tabepay our loans during
these periods. Therefore, our non-performing asset$ikely to increase and the value of our pdidfis likely to decrease during these
periods. Adverse economic conditions may also @ser¢he value of collateral securing some of camdaand the value of our equity
investments. Economic slowdowns or recessions dealdito financial losses in our portfolio and ardase in revenues, net income and
assets. Unfavorable economic conditions also cimgleéase our funding costs, limit our access tactptal markets or result in a decision by
lenders not to extend credit to us. These eventlklqrevent us from increasing investments and larnoperating results.

Defaults by our portfolio companies could harm ooperating results

A portfolio company’s failure to satisfy financial operating covenants imposed by us or other ldeloers could lead to defaults and,
potentially, acceleration of the time when the are due and foreclosure on its secured assets.esents could trigger crogefaults unde
other agreements and jeopardize a portfolio compahility to meet its obligations under the ddtattwe hold and the value of any equity
securities we own. We may incur expenses to thenéxtecessary to seek recovery upon default cegotrate new terms with a defaulting
portfolio company.

When we are a debt or minority equity investor irpartfolio company, which we expect will generabyg the case, we may not be in a
position to control the entity, and its managemenay make decisions that could decrease the valuewfinvestment

We anticipate that most of our investments wilkitber debt or minority equity investments in oortfolio companies. Therefore, we
will be subject to the risk that a portfolio comganay make business
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decisions with which we disagree, and the sharehsldnd management of such company may take niskherwise act in ways that do not
serve our interests. As a result, a portfolio comypmay make decisions that could decrease the wdlaer portfolio holdings. In addition, v
will generally not be in a position to control apgrtfolio company by investing in its debt secuesti

Prepayments of our debt investments by our portiatbompanies could adversely impact our results pémtions and reduce our return o
equity.

We are subject to the risk that the investmentsnake in our portfolio companies may be repaid peamaturity. When this occurs, we
will generally reinvest these proceeds in temponavestments, pending their future investment iw pertfolio companies. These temporary
investments will typically have substantially loweelds than the debt being prepaid and we coufB&nce significant delays in reinvesting
these amounts. Any future investment in a new pliosttompany may also be at lower yields than thiet dhat was repaid. As a result, our
results of operations could be materially adverséflgcted if one or more of our portfolio companédscts to prepay amounts owed to us.
Additionally, prepayments could negatively impaat ceturn on equity, which could result in a deelin the market price of our common
stock.

Our portfolio companies may incur debt that rankg@ally with, or senior to, our investments in suclompanies.

We invest primarily in debt securities issued by portfolio companies. In some cases portfolio cames will be permitted to have
other debt that ranks equally with, or senior e, debt securities in which we invest. By theimsy such debt instruments may provide that
the holders thereof are entitled to receive payméiiterest or principal on or before the datesutrich we are entitled to receive payment
respect of the debt securities in which we inva&ko, in the event of insolvency, liquidation, diigion, reorganization or bankruptcy of a
portfolio company, holders of debt instruments fagksenior to our investment in that portfolio canyg would typically be entitled to
receive payment in full before we receive any distion in respect of our investment. After repaysuch senior creditors, such portfolio
company may not have any remaining assets to usegaying its obligation to us. In the case oftdebking equally with debt securities in
which we invest, we would have to share on an elasis any distributions with other creditors hotgsuch debt in the event of an
insolvency, liquidation, dissolution, reorganizatior bankruptcy of a portfolio company.

Investments in equity securities involve a substahtlegree of risk

We may purchase common stock and other equity isesyincluding warrants. Although equity sec@dtihave historically generated
higher average total returns than fixed-income stes over the long term, equity securities halge &xperienced significantly more
volatility in those returns and in recent yearseéhaignificantly underperformed relative to fixedsdme securities. The equity securities we
acquire may fail to appreciate and may declineailu® or become worthless, and our ability to recowe investment will depend on our
portfolio company’s success. Investments in egsgtyurities involve a number of significant riskssluding the risk of further dilution as a
result of additional issuances, inability to accadditional capital and failure to pay current disitions. Investments in preferred securities
involve special risks, such as the risk of defedistiibutions, credit risk, illiquidity and limitevoting rights.

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

We expect to invest in securities issued by pricat@panies. These securities may be subject tb degbother restrictions on resale or
otherwise be less liquid than publicly-traded sii@s. The illiquidity of these investments may raakdifficult for us to sell these
investments when desired. In addition, if we aguned to liquidate all or a portion of our porifofuickly, we may realize significantly less
than the value at which we had previously recottiede investments. As a result, we do not expemth@eve liquidity in our investments in
the near-term. Our investments are usually sulbjecontractual or legal restrictions on resalereratherwise
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illiquid because there is usually no establishaditrg market for such investments. The illiquidifymost of our investments may make it
difficult for us to dispose of them at a favoraptice, and, as a result, we may suffer losses.

If we incur indebtedness or issue senior securifiege will be exposed to additional risks, includitige typical risks associated wi
leverage.

We may borrow funds or issue senior securitiessymmt to the Facility or other agreements, to naalditional investments. With
certain limited exceptions, we are only allowedbtsrow amounts or issue senior securities suchatimahsset coverage, as defined in the
Act, is at least 200% after such borrowing or ismea The amount of leverage that we employ willedepon our management’s and our
Board of Directors’ assessment of market and dtmtors at the time of any proposed borrowing. €iemo assurance that a leveraging
strategy will be successful. Leverage involvessiaghd special considerations of stockholders, oty

» alikelihood of greater volatility of net assetwaland market price of our common stock than a ewaiye portfolio without
leverage

e exposure to increased risk of loss if we incur dehssue senior securities to finance investmbeatause a decrease in the valt
our investments would have a greater negative itquaour returns and therefore the value of ourroom stock than if we did n
use leverage

» that the covenants contained in the documents gmgethe Facility or other debt instruments cowddtrict our operating
flexibility. Such covenants may impose asset cayeiar investment portfolio composition requiremehts are more stringent
than those imposed by the 1940 Act and could requsrto liquidate investments at an inopportune tiamd

« that we, and indirectly our stockholders, will b&tze cost of leverage, including issuance and sieyicosts i.e., interest).

Any requirement that we sell assets at a lossdeam or pay interest or dividends on any leverag#r other reasons, would reduce
our net asset value and also make it difficultther net asset value to recover. Our Board of Darscin their judgment, nevertheless may
determine to use leverage if they expect that gérefits to our stockholders of maintaining the faged position will outweigh the risks.

The agreements governing the Facility contain vani®covenants that, among other things, limit oursdretion in operating our business
and provide for certain minimum financial covenants

We have entered into the Facility, which is backgd revolving pool of loans. Under the Facilitye are subject to limitations as to
how borrowed funds may be used, including restiittion geographic and industry concentrations, $os payment frequency and status,
average life, collateral interests and investmatihgs. We are also subject to regulatory restmstion leverage which may affect the amount
of funding that we can obtain under the FacilitheTacility also includes certain requirementstirdgto portfolio performance, including
required minimum portfolio yield and limitations delinquencies and charge-offs, a violation of whtould result in the early amortization
of the Facility, limit further advances and, in sooases, result in an event of default. An evextefdult under the Facility would result,
among other things, in termination of the availiapibf further funds under the Facility and an decated maturity date for all amounts
outstanding under the Facility, which would likeligrupt our business and, potentially, the portfalbmpanies whose loans we financed
through the Facility. This could reduce our revenaed, by delaying any cash payment allowed tondenthe Facility until the lender has
been paid in full, reduce our liquidity and castwfland impair our ability to grow our business amaintain our status as a RIC. If we default
under certain provisions of the Facility, the remecdavailable to the lender may limit our abilitydeclare dividends. Moreover, we cannot
assure you that we will be able to borrow fundseaurtle Facility at any particular time or at all.
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Risks Related to Our Operation as a BDC
Our ability to enter into transactions with our affates will be restricted.

We will be prohibited under the 1940 Act from peigiating in certain transactions with certain of affiliates without the prior
approval of our independent directors and, in soases, the SEC. Any person that owns, directlpdiréctly, 5% or more of our outstanding
voting securities will be our affiliate for purpasef the 1940 Act and we will generally be protelifrom buying or selling any security from
or to such affiliate, absent the prior approvabof independent directors. The 1940 Act also piithitertain “joint” transactions with certain
of our affiliates, which could include investmeimghe same portfolio company (whether at the sandifferent times), without prior
approval of our independent directors and, in soases, the SEC. If a person acquires more thana2s4r voting securities, we will be
prohibited from buying or selling any security franto such person or certain of that person’diatfis, or entering into prohibited joint
transactions with such persons, absent the prigmoapl of the SEC. Similar restrictions limit ousility to transact business with our officers
or directors or their affiliates. As a result oé#e restrictions, we will be prohibited from buyimgselling any security from or to any portfc
company of a private equity fund managed by Kolgl#iCo. without the prior approval of the SEC.

Changes in the laws or regulations governing ourdiness, or changes in the interpretations theremfid any failure by us to comply with
these laws or regulations, could negatively afféloe profitability of our operations.

Changes in the laws or regulations or the integpiats of the laws and regulations that govern BORIEs or non-depository
commercial lenders, could significantly affect operations and our cost of doing business. Weuwdsiest to federal, state and local laws and
regulations and are subject to judicial and adrtraiive decisions that affect our operations, idalg our loan originations, maximum inter
rates, fees and other charges, disclosures tooportiompanies, the terms of secured transactmikection and foreclosure procedures and
other trade practices. If these laws, regulatiardegisions change, or if we expand our busindssjumisdictions that have adopted more
stringent requirements than those in which we atilyeeonduct business, we may have to incur sigaift expenses in order to comply or we
might have to restrict our operations. In additiébrve do not comply with applicable laws, regutais and decisions, we may lose licenses
needed for the conduct of our business and becibjeivil fines and criminal penalties, any ofiatn could have a material adverse effect
upon our business, results of operations or fir@mandition.

If we are unable to qualify for tax treatment asRIC, we will be subject to corpore-level income tax, which will adversely affect our
results of operations and financial condition.

Provided we qualify for tax treatment as a RIC,caa generally avoid corporate-level federal incdaxes on income distributed to our
stockholders as dividends. We will not qualify this pass-through tax treatment, and thus willligest to corporate-level federal income
taxes, if we are unable to comply with the sourfci@@ome, diversification and distribution requirents contained in the Code, or if we fai
maintain our election to be regulated as a BDC uttde1940 Act. If we fail to qualify for tax treaent as a RIC, the resulting taxes could
substantially reduce our net assets, the amountofme available for distribution to our stockhakland the actual amount of our
distributions. As such, our failure to qualify fiaix treatment as a RIC would have a material adveffect on us, the net asset value of our
common stock and the total return obtainable fronmaestment in our common stock. We may, from ttméme, organize and conduct the
business of our wholly-owned portfolio company, éteth Debt Advisors, through additional direct atiiact wholly-owned subsidiaries
which may, in some cases, be taxable as corposation

Risks Related to an Investment in Our Shares
Shares of close-end investment companies, including BDCs, frequgrttade at a discount to their net asset value.

Shares of closed-end investment companies frequiatle at discounts to their net asset valuesoandtock may also be discounted in
the market. This characteristic of closed-end itmesit companies is separate
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and distinct from the risk that our net asset vgleleshare may decline. We cannot predict whetheres of our common stock will trade
above, at or below our net asset value. The ridkssf associated with this characteristic of clesed investment companies may be greater
for investors expecting to sell shares of commookspurchased in the IPO soon after the IPO. Initiadd if our common stock trades below
its net asset value, we will generally not be ablissue additional shares of our common stoctsaharket price without first obtaining the
approval of our stockholders and our independeasttirs.

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

The trading price of our common stock may fluctuaibstantially. The liquidity of our common stoclayrbe limited, depending on
many factors, some of which are beyond our cotnol may not be directly related to our operatindggumance. These factors include:

» price and volume fluctuations in the overall stot&rket from time to time

» significant volatility in the market price and trag volume of securities of BDCs or other compaiesur sector, which are not
necessarily related to the operating performandbesfe companie

e ourinability to deploy or invest our capiti

+ fluctuations in interest rate

» any shortfall in revenue or net income or any iasgein losses from levels expected by investoseourities analyst:
» operating performance of companies comparable;t

» changes in regulatory policies or tax rules, paféidy with respect to RICs or BDC

* loss of RIC tax treatmer

« changes in earnings or variations in operatingltes

» changes in the value of our portfol

e general economic conditions and trends;

e departure of key personni

Our principal stockholders may continue to have stntial ownership in us and this could limit othénvestors’ ability to influence the
outcome of key transactions, including a changeawmitrol. In addition, some of our stockholders magve interests in Kohlberg Capital
that differ from those of other stockholders.

Individuals and entities affiliated with Kohlberg @o. beneficially own, in the aggregate, approxahal 9% of the outstanding shares
of our common stock. James A. Kohlberg, the Vic&i@han of our Board of Directors, is a founder &mel Chairman of Kohlberg & Co.
Christopher Lacovara, who serves as the ChairmanioBoard of Directors and Investment Committee] Samuel P. Frieder, who serves as
a member of our Board of Directors and our Investn@ommittee, are co-managing partners of Kohllgefgp. Our Board of Directors and
our Investment Committee must approve of the adéprisand disposition of our investments. As a leshese individuals may be able to
exert influence over our management and policiéiligkes of Kohlberg & Co. may also acquire addital shares of our equity securities in
the future. This concentration of ownership mayehthe effect of delaying, preventing or deterrinthange of control of our Company,
deprive our stockholders of an opportunity to reeei premium for their common stock as part ofla shour Company or may ultimately
affect the market price of our common stock. Initidid, Mr. Kratzman, who serves on our Investmeatrnittee, is also employed by
Katonah Debt Advisors and is compensated, in paged upon the performance of Katonah Debt Advig@ s result, Mr. Kratzman may
have interests in Katonah Debt Advisors that diffem those of other stockholders of Kohlberg Calpit
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Item 1B.  Unresolved Staff Commen
None.

ltem 2. Properties

We do not own any real estate or other real prgperir wholly-owned portfolio company, Katonah Délatvisors, is the lessee for our
principal headquarters at 295 Madison Avenue, @br-New York, New York 10017. We have enterea iabh Overhead Allocation
Agreement with Katonah Debt Advisors which proviflesthe sharing of the expenses under the leaseagent.

ltem 3. Legal Proceeding:
We are not a party to any pending legal proceedings

Item 4. Submission of Matters to a Vote of Security Holde

On December 11, 2006, prior to our conversion ¢orporation, the members of Kohlberg Capital, Lb§ written consent without a
special meeting, adopted resolutions:

1. Electing, effective immediately following therogersion of Kohlberg Capital, LLC into the Compafiy Gary Cademartori and
C. Turney Stevens, Jr. as Class | Directors, teesentil the annual meeting of stockholders in 2qdy Samuel P. Frieder, C. Michael
Jacobi and Albert Pastino as Class Il Directorsetiwe until the annual meeting of stockholder2d@8; and (iii) Christopher Lacovara
and James A. Kohlberg as Class Il Directors, teoesentil the annual meeting of stockholders in200

2. Approving the issuance in an underwritten pubffering of shares of the Company’s authorizedunissued common stock.
3. Approving the Certificate of Incorporation of Klberg Capital Corporation.

4. Approving the Bylaws of Kohlberg Capital Corptioa.

5. Approving the 2006 Equity Incentive Plan.

6. Approving the form of indemnification agreement.

7. Approving the selection of Deloitte & Touche LBB Kohlberg Capital Corporation’s independent jgudtcounting firm.

Votes cast for the above matters: all outstandiegibership interests in Kohlberg Capital, LLC.
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PART Il
Item 5. Market for Registran’s Common Equity, Related Stockholder Matters arsslier Purchases of Equity Securities

PRICE RANGE OF COMMON STOCK

Our common stock is quoted on The Nasdaq Globak&tamder the symbol “KCAP.” We completed our @litpublic offering on
December 11, 2006 at an initial public offeringcerdf $15.00 per share. Prior to such date thesenogublic market for our common stock.
Our common stock has traded in excess of net aaket. However, there can be no assurance thathawes will continue to trade at a
premium to our net asset value.

The following table sets forth the range of higld &mw closing sales prices per share of our comstock as reported on The Nasdaq
Global Market and the dividends declared by ustarh fiscal quarter following completion of outtial public offering. The stock quotatio
are interdealer quotations and do not include magkmarkdowns or commissions and may not necegsaptesent actual transactions.

Price Range Cash Dividenc
NAV @) High Low Per Share@
Fiscal 2006
Fourth quarter (December 11, 2—December 31, 200t $14.2¢ $17.7C $14.5¢ $ —

@ Net asset value per share is determined as o&sitelay in the relevant quarter and therefore noayeflect the net asset value per st
on the date of the high and low closing sales prié@e net asset value shown is based on outstaeldares at December 31, 2006.

@ No dividend was declared for the period from Decentd, 2006 to December 31, 2006. We plan to Histei the distributable incon
earned during this period during 2007.
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Performance Graph

The following graph compares the return on our camistock with that of the Standard & Poor’'s 500c&timdex and the Russell 2000
Financial Index, for the period December 11, 2086 @late of our initial public offering) to Decemi34, 2006. The graph assumes that, on
December 11, 2006, a person invested $100 in damlr@ommon stock, the S&P 500 Stock Index andRtssell 2000 Financial Index. The
graph measures total shareholder return, whickstaite account both changes in stock price andidivis. It assumes that dividends are
reinvested in like securities.

Shareholder Return Performance Graph
Cumulative Total Return Since Initial Public Offering (9
(Through December 31, 2006)
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@ Total return includes reinvestment of dividendetlygh December 31, 2006.

HOLDERS
As of February 21, 2007, there were 5,078 holdérsanrd of our common stock.

SALES OF UNREGISTERED SECURITIES

We issued an aggregate of 2,226,333 common unitames A. Kohlberg and an entity affiliated withHmerg & Co. to acquire 100%
of the outstanding limited liability company intete of Katonah Debt Advisors on October 30, 2066 Mavember 17, 2006. These common
units converted into shares of our common stocluo conversion to a Delaware corporation. Orddte of our initial public offering,
these common shares had a value of approximat@yriion, based on our initial public offering pe of $15.00 per share. Prior to the
completion of our initial public offering, James Kohlberg and the entity affiliated with Kohlberg@o. transferred certain of these common
units to certain employees and officers of Kohlb&r§o. and Katonah Debt Advisors.

We issued an aggregate of 1,258,000 common unéfiliates of Kohlberg & Co. to acquire certairbsudinated debt and preferred
stock securities issued by CDO Funds managed byniaatDebt Advisors and two other asset managelpeember 1, 2006, November 15,
2006 and November 19, 2006. These common unitsected/into shares of our common stock upon our exion to a Delaware
corporation. On the date of our initial public offey, these common shares had a value of approgiyn®19 million based on our initial
public offering price of $15.00 per share.
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No underwriters were involved in the foregoing esces of securities. The securities described aleve issued to United States
investors in reliance upon the exemption from ggagtration requirements of the Securities Acsetdorth in Section 4(2) under the
Securities Act and Rule 506 of Regulation D proratég thereunder relative to sales by an issueinkolving any public offering. All
recipients of common units described above repteddn us in connection with their receipt of conmmumits that they were acquiring the
shares for investment and not with a view to disttion in violation of applicable securities lawisat they could bear the risks of the
investment and could hold the securities for arfimite period of time. The recipients receivedtten disclosures that the securities had not
been registered under the Securities Act and thatesale must be made pursuant to a registrati@nsent or an available exemption from
such registration requirement.

ISSUER PURCHASES OF EQUITY SECURITIES
We did not repurchase any shares of our commoik stméng the three months ended December 31, 2006.

DIVIDEND POLICY

We currently intend to distribute quarterly dividisrto our stockholders. Our quarterly dividendsni, will be determined by our
Board of Directors. To maintain our RIC status,muest timely distribute an amount equal to at |&886 of our ordinary income and realized
net short-term capital gains in excess of realiz@dong-term capital losses, if any, reduced Iudéble expenses, out of the assets legally
available for distribution, for each year. To avo@ttain excise taxes imposed on RICs, we are giyeequired to distribute during each
calendar year an amount at least equal to the $ir) 88% of our ordinary income for the calendeaas; (2) 98% of our capital gains in
excess of capital losses for the one-year peridihgron October 31 of the calendar year and (3)axdinary income and net capital gains for
preceding years that were not distributed durirchstears. If this requirement is not met, we wildequired to pay a nondeductible excise
equal to 4% of the amount by which 98% of the auiryeear’s taxable income exceeds the distributasrtife year. The taxable income on
which an excise tax is paid is generally carrieavird and distributed to stockholders in the naxtytear. Depending on the level of taxable
income earned in a tax year, we may choose to éammward taxable income in excess of current yésiridutions into the next tax year and
pay a 4% excise tax on such income, to the exégntired. We did not declare or pay any dividend0@6. As of December 31, 2006, our
excise tax liability related to our 2006 distribbbiincome was approximately $21,000. We plan strithiute our 2006 distributable income in
2007.

We cannot assure you that we will achieve reshliswill permit the payment of any cash distribodand, if we incur indebtedness or
issue senior securities, we will be prohibited frovaking distributions if doing so causes us totfainaintain the asset coverage ratios
stipulated by the 1940 Act or if distributions #ireited by the terms of any of our borrowings.

We maintain an “opt out” dividend reinvestment ptanour common stockholders. As a result, if weldee a dividend, then
stockholders’ cash dividends will be automatica#finvested in additional shares of our common stonless they specifically “opt out” of
the dividend reinvestment plan so as to receivl dagdends.

44



Table of Contents

Iltem 6. Selected Financial Dat:

The following selected financial and other datatfer period from December 11, 2006, the date oiratial public offering and
conversion to a corporation, through December B063s derived from our financial statements whielre been audited by Deloitte &
Touche LLP, an independent registered public adogifirm whose report thereon is included withirist Annual Report. The data should be
read in conjunction with our financial statememsd aotes thereto and “Management’s Discussion aralyais of Financial Condition and

Results of Operations,” which are included in #hisiual Report.

KOHLBERG CAPITAL CORPORATION
SELECTED FINANCIAL DATA
Period December 11, 2006 (inception) through Decerab31, 2006

Income Statement Date
Total investment incom
Net realized and unrealized gain on investm
Total expense
Equity in loss of affiliate
Excise taxe:
Net increase in stockhold’ equity resulting from operatiot

Per Common Share Dal
Net investment incom
Basic and diluted
Cash dividend declare
Net increase in stockholc's equity resulting from operatior
Basic and diluted
Net asset value per common sh

Select Perio-End Balances
Total asset
Total debi
Total stockholder equity

Other Data:
Number of portfolio companies / investments atqeend
Principal amount of loans and mezzanine debt pged
Principal amount of loans and mezzanine debt soidrapayment
Weighted average yield of income producing debégtments? :
Fair value of CDO equity investmer
Fair value of investment in who-owned portfolio management compe
Total return based on market va

For the Period
December 11,
2006
(inception)
Through
December 31,
2006

$ 1,151,90:
4,253,78
(641,27
(72,710)
(21,167)

$ 4,670,541

0.0z

0.2¢
14.2¢

«@ & 8 &BH

$282,375,84
$ —
$256,400,42

86

$191,706,72

$ 533,31
9.05%

$ 20,870,00

$ 37,574,99
15.3%

@ Weighted average yield of income producing debéstments is calculated as the average yield toytatanding balances for
investments in loans and mezzanine debt. The giel@DO equities and investment in our wholly-owpedtfolio manager, Katonah

Debt Advisors, are excluded.
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Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operation

The following discussion should be read in conjiamctith our financial statements and related naied other financial information
appearing elsewhere in this Annual Report. In a@ddito historical information, the following discaien and other parts of this Annual
Report contain forwar-looking information that involves risks and uneémties. Our actual results could differ materiaftpm those
anticipated by such forward-looking information doethe factors discussed under “Risk Factors” &hibte about Forward-Looking
Statements” appearing elsewhere herein.

OVERVIEW

We were formed as a Delaware limited liability camp on August 8, 2006 and, in connection with ®® | converted on December
2006 to a corporation incorporated in Delawareo6 our IPO, we did not have material operatidéhgt IPO of 14,462,000 shares of
common stock raised net proceeds of approxima@dP $nillion. We are an internally managed BDC, whastivities include a middle
market investment business, which we conduct utideKohlberg Capital name, and asset managemeimasssof Katonah Debt Advisors,
our wholly-owned portfolio company.

Our investment objective is to generate currermrime and capital appreciation from the investmeraderby our middle market
business in senior secured term loans, mezzanbteade selected equity investments in privatetyd middle market companies. Our prim
investment focus is on making loans to, and sealeetpiity investments in, privately-held middle netrkompanies, and we may invest up to
30% of our capital in other investments such asdda larger, publicly-traded companies, higbld bonds, distressed debt securities and
and equity securities issued by CDO Funds managéchtonah Debt Advisors or by other asset manayéesalso expect to receive
distributions of recurring fee income and to getecapital appreciation from our investment indisset management business of Katonah
Debt Advisors.

We intend to elect to be treated as a RIC, undbcl&apter M of the Code. To qualify as a RIC, we tmarmong other things, meet
certain source-of-income and asset diversificatemuirements. Pursuant to this election, we gelyanall not have to pay corporate-level
taxes on any income that we distribute to our dtotders.

CRITICAL ACCOUNTING POLICIES
Basis of Presentation

The accompanying financial statements have begraprd on the accrual basis of accounting in contgrwith accounting principles
generally accepted in the United States. The fiigustatements reflect all adjustments and rediaaions which, in the opinion of
management, are necessary for the fair presentaftitre Company’s results of operations and finalnobndition for the periods presented.
Furthermore, the financial statements are basdteaelection and application of critical accougtpolicies which may require management
to make significant estimates and assumptions.a\casults could differ from those estimates. Caitiaccounting policies are those that are
important to the presentation of our financial dtind and results of operations that require mansgge’s most difficult, complex or
subjective judgments.

Valuation of Portfolio Investments
The most significant estimate inherent in the pragian of our financial statements is the valuatidimvestments and the related
amounts of unrealized appreciation and depreciationvestments recorded.

As a BDC, we invest a substantial portion of owess in illiquid securities including debt and egw@ecurities of primarily privately-
held companies. These securities will be valuedcanded at fair value, as determined in good fhitrour Board of Directors each quarter.
We will determine fair value to be the amount
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for which an investment could be exchanged in @ery disposition over a reasonable period of thawveen willing parties other than in a
forced or liquidation sale. Our valuation policyirisended to provide a consistent basis for detaingithe fair value of the portfolio based on
the nature of the security, the market for the sgcand other considerations including the finahgierformance and enterprise value of the
portfolio company. Because of the inherent uncetyadf valuation, the Board of Directors’ determinealues may differ significantly from
the values that would have been used had a readgehexisted for the investments, and the diffeesnmould be material.

Our Board of Directors may consider other methddsatuation to determine the fair value of investitseas appropriate in conformity
with accounting principles generally accepted m thmited States.

Interest Income

Interest income, adjusted for amortization of pramiand accretion of discount, is recorded on tlveuat basis to the extent that such
amounts are expected to be collected. We gengrabe a loan on non-accrual status and cease riegagimterest income on such loan or
security when a loan or security becomes 90 daysave past due or if we otherwise do not expect#tgor to be able to service its debt
obligations. Non-accrual loans remain in such stattil the borrower has demonstrated the abiliy imtent to pay contractual amounts due
or such loans become current. At December 31, 2@®&ans or debt securities were greater thare98 gast due or on non-accrual status.

Payment in Kind Interest

The Company may have loans in its portfolio thattasm a payment-in-kind (“PIK”) provision. PIK intest, computed at the contractual
rate specified in each loan agreement, is add#tktprincipal balance of the loan and recordecht@sest income. To maintain our RIC status,
this non-cash source of income must be paid ostiaickholders in the form of dividends, even thotlghCompany has not yet collected the
cash.

Fee Income

Fee income includes fees, if any, for due diligesteicturing, commitment and facility fees, anddeif any, for transaction services
management services rendered by us to portfoligpammes and other third parties. Commitment andifiaéees are generally recognized as
income over the life of the underlying loan, wherdae diligence, structuring, transaction serviog management service fees are generally
recognized as income when the services are rendered

Management Compensation

We may, from time to time, issue stock options urale Equity Incentive Plan to officers and emplegéor services rendered to us.
will follow Statement of Financial Accounting Staards No. 123R (revised 200#/¢counting for Stock-Based Compensatiarmethod by
which the fair value of options are determined exgensed. We are internally managed and theretormtlincur management fees payable
to third parties.

U.S. Federal Income Taxes

The Company intends to qualify and elect and irgeilctontinue to qualify for the tax treatment é&gaddle to RICs under Subchapter M
of the Code and, among other things, intends toentiaék required distributions to its stockholdersgecified therein. In order to qualify as a
RIC, the Company is required to timely distribuigts stockholders at least 90% of investment canpgaxable income, as defined by the
Code, for each year. Depending on the level oflilexancome earned in a tax year, we may choosarty éorward taxable income in excess
of current year distributions into the next taxiyaad pay a 4% excise tax on such income, to ttenexrequired.
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In accordance with Statement of Position 93-2, &bmination, Disclosure, and Financial Statemenséhtation of Income, Capital
Gain, and Return of Capital Distributions by Inveeht Companies,” book and tax basis differencesingl to stockholder distributions and
other permanent book and tax differences are il to capital in excess of par value. In addifithe character of income and gains to be
distributed is determined in accordance with incdaneregulations that may differ from accountin@qpiples generally accepted in the Uni
States of America. See “Certain United States Fe¢diecome Tax Considerations” in Item 1.

Dividends

Dividends and distributions to common stockholdeesrecorded on the record date. The amount taideopit as a dividend is
determined by the Board of Directors each quartdria generally based upon the earnings estimatedamagement for the period and fiscal
year.

We have adopted a dividend reinvestment plan ttmafiges for reinvestment of our distributions omak of our stockholders, unless a
stockholder “opts out” of the plan to receive casheu of having their cash dividends automatigcafinvested in additional shares of our
common stock.

PORTFOLIO AND INVESTMENT ACTIVITY

Our primary business is lending to and investingiddle-market businesses through investmentsriossecured loans, junior secured
loans, subordinated/mezzanine debt investments, €@y investments and other equity-based investsnevhich may include warrants.

Total portfolio investment activity (excluding umaad income) as of December 31, 2006 was as follows

December 31,

2006
Middle Market Investmen

Purchases / originations / dra $191,706,72

Pay-downs / pa-offs / sales (533,31)

Net amortized discout (406,02

Increase in fair valu —
Total debt securities at fair vall $190,767,38
CDO Equity Investmen

Cost basit $ 20,870,00

Increase (decrease) in fair va —
Total CDO equity investments at fair val $ 20,870,00
Asset Management Company Investn

Cost basit $ 33,394,99

Accumulated loss net of distributio (72,710

Increase in fair valu 4,252,711
Total asset management company investment atdhie $ 37,574,99
Total Portfolio $249,212,37

Following completion of our IPO, we used approxieiat$185 million of the net proceeds of that offigrio acquire a portfolio of
approximately $185 million in aggregate principalaunt of senior secured loans that were origindtethg 2006 through a special purpose
vehicle organized by Katonah Debt Advisors. Thesa$ were acquired by us for cash at their faiketaralue. Subsequent to our acquisi
of the IPO Initial Assets and consistent with aurdstment strategy, we began to reposition oursitmrent portfolio toward a heavier
weighting in second lien senior loans and mezzaloiaes.

48



Table of Contents

Prior to our IPO, we issued an aggregate of 1,ZEBgdmmon shares, having a value of approximatebyrsillion, to affiliates of
Kohlberg & Co. to acquire certain subordinated deiat preferred stock securities issued by CDO F(ikdwonah Ill, Ltd., Katonah IV, Ltd.,
Katonah V, Ltd., Katonah VII CLO, Ltd., and KatongHI CLO, Ltd.) managed by Katonah Debt Advisorgdawo other asset managers.
Subsequent to our IPO we purchased $2 million o©dmind securities issued by Katonah IX CLO, Ltdnding our total investment in CC
Fund securities to approximately $21 million aPetember 31, 2006.

Prior to our IPO, we issued an aggregate of 2,Z%¢®mmon shares, having a value of approximat@édyrillion, to affiliates of
Kohlberg & Co. to acquire Katonah Debt Advisors.adgesult, Katonah Debt Advisors is a wholly-owmpedtfolio company that manages
CDO Funds which invest in broadly syndicated loduigh-yield bonds and other credit instrumentsoABecember 31, 2006, Katonah Debt
Advisors had approximately $1.4 billion of assatsdler management.

The level of investment activity for investmentsidied and principal repayments for our investmeatssubstantially vary from period
to period depending on the number and size of inversts that we invest in or divest of, and mangpfhctors, including the amount and
competition for the debt and equity capital avdéaib middle market companies, the level of meayat acquisition activity for such
companies and the general economic environment.

RESULTS OF OPERATIONS

Set forth below is a discussion of our resultspérations for the period December 11, 2006 (corgpiaif our IPO) through
December 31, 2006. Prior to the completion of &@®,]we had no material operations. Therefore, therano comparable prior periods
presented.

Investment Income

Investment income for the period December 11, Z806pletion of our IPO) through December 31, 20@& wpproximately $1
million. Of this amount, approximately $705,000 wakated to interest income on our middle markeestments and $405,000 related to
CDO equity investments.

Expenses

Total expenses for the period December 11, 200@féetion of our IPO) through December 31, 2006 vagrproximately $662,000.
Approximately $175,000 related to employment consdion, including salaries, bonuses and stock ngigense for the period. Other
expenses included approximately $412,000 in orgaioizal expenses for costs related to the formatfdhe Company and professional fees.
Approximately $21,000 was attributable to the 4%isx tax imposed on net distributable income tres not distributed as dividends in
2006. We plan to distribute such distributable mean 2007.

Net Change in Unrealized Appreciation on Investmers

During the period December 11, 2006 (completionwfIPO) through December 31, 2006, the Compamyestments had an increase
in net unrealized appreciation of $4 million. Therease in net unrealized appreciation was prignariesult of the appreciation of our
wholly-owned portfolio company, Katonah Debt AdwisoKatonah Debt Advisors, as a portfolio managegeives fee income from
managing CDO Funds which invest in broadly syndidddans, high-yield bonds and other credit insents The increase in value is
primarily as a result of an increase in KatonahtD¥dvisors’ assets under management from $1.2ohilfirior to our IPO to $1.4 billion as of
December 31, 2006.
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Net Increase in Stockholders’ Equity Resulting FromOperations

The net increase in stockholders’ equity resulfiogn operations from December 11, 2006 (completibour IPO) as compared to
December 31, 2006 was approximately $5 millior$@26 per outstanding share.

FINANCIAL CONDITION, LIQUIDITY, AND CAPITAL RESOURC ES

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committe¢a repay borrowings, fund and
maintain investments, pay dividends to our stootteid and other general business needs. We recdbeineed to have funds available for
operating our business and to make investmentssa#fke to have adequate liquidity at all times toecawrmal cyclical swings in funding
availability and to allow us to meet abnormal andxpected funding requirements. We plan to satisfyliquidity needs through normal
operations with the goal of avoiding unplanned saleassets or emergency borrowing of funds.

We believe our existing cash balances, funds edlailander the Facility and cash flows from operaiwill be sufficient for our
liquidity requirements over the next 12 months. sediborrowing capacity will vary as the market eslof our securities vary. Our
investments and assets will also generate liquatitan ongoing basis through principal and intgpagtments, pre-payments and net earnings
held prior to payment of dividends. Should our ittity needs ever exceed these ongoing or immediaeces of liquidity discussed above,
we believe that our securities could be sold tegr@idditional cash in most circumstances.

As a BDC, we are limited in the amount of leveragecan incur to finance our investment portfolioe fe required to meet a cover:
ratio of total assets to total senior securitieatdéast 200%. For this purpose, senior secuiitidade all borrowings and any preferred stock.
As a result, our ability to utilize leverage as @ams of financing our portfolio of investmentsiisited by this asset coverage test.

On December 11, 2006, we completed our IPO of 2400® shares of common stock at $15.00 per shes® ah underwriting discount
and IPO expenses paid by us totaling $1.22 peesRaior to our IPO, we issued to affiliates of Ka#rg & Co. a total of 3,484,333 shares of
our common stock for the acquisition of certainadmnated securities issued by CDO Funds and fatguisition of Katonah Debt
Advisors. Total shares outstanding as of DecembgP306 was 17,946,333.

As of December 31, 2006 the fair value of investra@md cash and cash equivalents were as follows:

December 31,

2006
Cash and cash equivalel $ 32,404,49
Senior Secured Loe 163,313,49
Junior Secured Los 27,453,89
Equity in CDOs 20,870,00
Katonah Debt Advisors (whol-owned portfolio company 37,574,99

Total $281,616,87

In an effort to increase our returns and the nurobé&yans that we can originate, we have enteradtire Facility through which we pl:
to aggregate pools of funded loans that can theseberitized. On February 14, 2007, our wholly-od/ispecial-purpose bankruptcy remote
subsidiary, Kohlberg Capital Funding LLC I, wasaddished. We will borrow under the Facility througbhlberg Capital Funding LLC I.
Under the Facility, we may obtain up to $200 milligvith an ability to increase to $250 million set to certain conditions) in financing.
Under the Facility, funds are loaned by or throagttain lenders at prevailing commercial papersrate if the commercial paper market is at
any time unavailable, at prevailing LIBOR ratesjspan applicable margin.
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COMMITMENTS

We are a party to financial instruments with offadree sheet risk in the normal course of businessder to meet the needs of our
portfolio companies. Such instruments include comrants to extend credit and may involve, in varyiegrees, elements of credit risk in
excess of amounts recognized on our balance $haet.to extending such credit, we attempt to limit credit risk by conducting extensive
due diligence, obtaining collateral where necesaan/negotiating appropriate financial covenansofDecember 31, 2006, the Company
had committed to make a total of approximately $ion of investments in various revolving seni@csired loans, all of which was
unfunded. As of December 31, 2006, the Companychathitted to make a total of approximately $667,60vestments in a delayed dr:
senior secured loan.

We may make first loss guarantees in connectioh lwan warehouse arrangements for Katonah DebtsaddyiCDO Funds. Loan
warehouse arrangements are used to accumulate tesewill ultimately be collateralized with a COFDInd. The amount of such guarantees
generally approximate 1% of the planned CDO Furdevand generally correlate to our planned equitgstment in the CDO Fund. In ret
for such guarantee, we receive net spread incoone tine underlying assets in the loan warehouse.

At December 31, 2006 there were no such first dassmitments or guarantees.
CONTRACTUAL OBLIGATIONS
The following table summarizes our contractual aalsligations and other commercial commitments a3exfember 31, 2006:

Payments Due by Period

Contractual Obligations Total 2007 2008 2009 2010 2011 MSO r\?et:rin
Operating lease obligatiol $2,092,090 $ 298,87: $298,87. $298,87: $298,87. $298,87. $597,74-
Long-term debt obligation — — — — — — —
Unused lending commitments 2,291,66! 2,291,66! — — — — _
Total $4,383,76! $2,590,53 $298,87. $298,87. $298,87. $298,87. $597,74«

1 Represents the unfunded lending commitment in attiorewith revolving lines of credit or delayed fling draws on loans made to
portfolio companies.

RECENT DEVELOPMENTS

On January 19, 2007, our Board of Directors apptayrants of options to purchase 345,000 sharesraé@mmon stock under our
Equity Incentive Plan to employees with an exerpisee per share equal to the closing price ondhagtof $16.36. These options vest ratably
over a four year period and expire in ten years.

On February 5, 2007, our Board of Directors appdoagrant of options to purchase 25,000 sharesrof@mmon stock options under
our Equity Incentive Plan to an employee with aareise price per share equal to the closing pricthat day of $17.37. These options vest
ratably over a four year period and expire in tearg.

On February 7, 2007, we entered into an agreemiémBear, Stearns & Co. Inc. (“Bear Stearns”) parguo which Bear Stearns will
provide services relating to the formation of a CBhd managed by Katonah Debt Advisors, to be naBmiadcliff CLO | Ltd.
(“Briarcliff”), which will invest in broadly syndiated corporate loans and mezzanine securities @ €inds (other than the CDO Funds
managed by Katonah Debt Advisors) rated “BBB” oB"Bwith a total fund size expected to be $300 imill As part of this engagement, we
entered
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into a warehouse credit agreement under which Besarns will provide funding which will allow us émcumulate assets for Briarcliff.
Pursuant to this warehouse credit agreement, weeddp reimburse Bear Stearns for losses incumddams acquired for Briarcliff prior to
the completion of the fund (a “First Loss Guarafjt@éth such reimbursement limited based on a petage of warehoused assets. We
believe the risk of such loss is low because ofithited duration of the warehouse period. In retfor providing this First Loss Guarantee,
we will receive all interest and other non-prindigastributions made with respect to the CDO'’s isiveents serving as collateral upon the
closing of the securitization, less the financiogts of LIBOR plus 0.75%, reset daily.

On February 14, 2007, we entered into the Fadhitgugh which we may obtain up to $200 million w&n ability to increase to $250
million subject to certain conditions) in financingdvances under the Facility will be used by umprily to make additional investments. '
expect that the Facility will be secured by loamet twe currently own and the loans acquired by itis the advances under the Facility. We
will borrow under the Facility through our whollysmed, special-purpose bankruptcy remote subsidiéofi/berg Capital Funding LLC I.
Under the Facility, funds are loaned by or throagttain lenders at prevailing commercial papersrate if the commercial paper market is at
any time unavailable, at prevailing LIBOR ratesigpan applicable margin. The interest charged orobed funds is based on the
commercial paper rate plus 0.70% and is payablefmhorSee “Leverage.”

On March 3, 2007, we entered into an agreementBétr Stearns pursuant to which Bear Stearns vallige services relating to the
formation of a CDO Fund managed by Katonah Debtigalg, to be named Katonah CLO Xl Ltd. (“Katonah@KI"), which will invest in
broadly syndicated senior loans, second lien loand,other credit instruments (excluding asset &ahdcecurities such as those secured by
residential mortgages or other consumer borrowingg) a total fund size expected to be $400 millids part of this engagement, we ente
into a warehouse credit agreement under which Bearns will provide funding which will allow us smcumulate assets for Katonah CLO
XI. Pursuant to this warehouse credit agreementagveed to reimburse Bear Stearns for losses edwm loans acquired for Katonah CLO
XI prior to the completion of the fund with suchmbdursement limited based on a percentage of wasstbassets. We believe the risk of
such loss is low because of the limited duratiothefwarehouse period. In return for providing thiist Loss Guarantee, we will receive all
interest and other non-principal distributions madlt respect to the CDO'’s investments servingasiteral upon closing of the
securitization, less the financing costs of 0.73&6 hIBOR, reset daily.

On March 12, 2007, we entered into an agreemehntivéhman Commercial Paper Inc. (“Lehman”) pursuanthich Lehman will
provide services relating to the formation of a CB@hd managed by Katonah Debt Advisors, to be nakndsley CLO 2007-1 Ltd.
(“Ardsley CLO 2007-1"), which will invest in senidoans to middle market companies, broadly synditaenior loans and other credit
instruments (excluding asset backed securities aathose secured by residential mortgages or otdmsumer borrowings) of corporate
issuers with a total fund size expected to be $80bn. As part of this engagement, we entered mtwvarehouse credit agreement under
which Lehman will provide funding which will allows to accumulate assets for Ardsley CLO 2007-1surant to this warehouse credit
agreement, we agreed to reimburse Lehman for lassesed on loans acquired for Ardsley CLO 200ibr to the completion of the fund
with such reimbursement limited based on a pergentd warehoused assets. We believe the risk ¢f kss is low because of the limited
duration of the warehouse period. In return forvpdimg this First Loss Guarantee, we will receiVlérgterest and other non-principal
distributions made with respect to the CDO'’s inmemtts serving as collateral upon closing of theigtzation, less the financing costs of
0.75% plus LIBOR, reset daily.

During the first quarter of 2007, we hired two dtethalysts and a controller. In addition, Katofzébt Advisors hired an additional
analyst. We expect to make additional hires througthe year as we seek to implement our business p
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ltem 7A.  Quantitative and Qualitative Disclosures about MakRisk

Our business activities contain elements of manik&s. We consider our principal market risks tdlbetuations in interest rates and-
valuations of our investment portfolio. Essent@abtir business is managing these risks. Accordjgdyhave systems and procedures
designed to identify and analyze our risks, toldista appropriate policies and thresholds and tinaally monitor these risks and thresholds
by means of administrative and information techggleystems and other policies and processes.

Interest Rate Risk

Interest rate risk is defined as the sensitivitpoif current and future earnings to interest ratatility, variability of spread relationshiy
the difference in re-pricing intervals between assets and liabilities and the effect that interatsts may have on our cash flows. Changes in
the general level of interest rates can affectratiinterest income, which is the difference betwée interest income earned on interest
earning assets and our interest expense incurreshimection with our interest bearing debt andiliitds. Changes in interest rates can also
affect, among other things, our ability to acquirel originate loans and securities and the valwipinvestment portfolio.

Our investment income is affected by fluctuatiamsarious interest rates, including LIBOR and priraees. As of December 31, 2006,
all of our loans at fair value in our portfolio veeat floating rates with a spread to an interdstiradex such as LIBOR or the prime rate.
However, we expect that future portfolio investnsemiay include assets that carry a fixed interest res of December 31, 2006, we had no
borrowings outstanding. However, on February 14,72@ve established the Facility allowing us to abtg to $200 million (with an ability
to increase to $250 million subject to certain dbads) in financing at a floating rate tied to pafling commercial paper rates plus a margin
of 0.70%.

Because we plan on borrowing money to make invagisneur net investment income is dependent upeuwlifference between the r:
at which we borrow funds and the rate at which muest the funds borrowed. Accordingly, there cambassurance that a significant change
in market interest rates will not have a materthlease effect on our net investment income. Inquisriof rising interest rates, our cost of fu
would increase, which could reduce our net investrimcome if there is not a corresponding increaseterest income generated by floating
rate assets in our investment portfolio.

We have analyzed the potential impact of chang@sénest rates on interest income net of inteegpense. Assuming that our balance
sheet at December 31, 2006 were to remain conastahiho actions were taken to alter the existingrést rate sensitivity, a hypothetical
increase or decrease of a 1% change in interest vaduld correspondingly affect net interest incqraportionately by approximately 1%
over a one-year period. Because we had no delitodieg as of December 31, 2006, there would bienpact on our interest expense in
2006.

Although management believes that this measuralisative of our sensitivity to interest rate chasgt does not adjust for potential
changes in credit quality, size and compositiothefassets on the balance sheet and other budieesi®pments that could affect a net
change in assets resulting from operations ormoeime. Accordingly, no assurances can be giveratttatl results would not materially
differ from the potential outcome simulated by tb&timate.

We did not hold any derivative financial instrumefdr hedging purposes as of December 31, 200&nnection with the Facility
established on February 14, 2007, our consolidspedial purpose subsidiary may be required undé&ineircumstances to enter into
interest rate swap agreements or other intereshiedging transactions.
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Portfolio Valuation

We carry our investments at fair value, as deteeohin good faith by our Board of Directors. Investits for which market quotations
are readily available are valued at such marketagioms. Because there is not a readily availatdeket value for some of the investments in
our portfolio, we value substantially all of ourrgfolio investments at fair value as determinegaod faith by our board under a valuation
policy and a consistently applied valuation proc&sse to the inherent uncertainty of determining f&ir value of investments that do not
have a readily available market value, the faiugadf our investments may differ significantly frahe values that would have been used had
a ready market existed for such investments, aadlifferences could be material. In addition, clesnigp the market environment and other
events that may occur over the life of the investimenay cause the gains or losses ultimately eghiin these investments to be different
the valuations that are assigned. The types obfathat we may take into account in fair valueipg of our investments include, as relevant,
the nature and realizable value of any collaténiid party valuations, the portfolio company’slabito make payments and its earnings and
discounted cash flow, the markets in which thefpbot company does business, comparison to pubtielged securities, recent sales of or
offers to buy comparable companies, and other aglefactors.

Item 8. Financial Statements and Supplementary Dz
Our financial statements are annexed to this AnReglort beginning on page F-1.

ltem 9. Changes in and Disagreements with Accountants orcéenting and Financial Disclosure
Not applicable.

Item 9A. Controls and Procedures

Evaluation of Controls and Procedure©ur management is responsible for establishingnaaidtaining adequate internal control over
financial reporting, as defined in Rule 13a-15idar the Exchange Act. The Company’s managemedgruhe supervision and with the
participation of various members of managementuding our CEO and our CFO, has evaluated the ®ffaress of the design and operation
of our disclosure controls and procedures (as ddfin Rule 13a-15(e) of the Exchange Act) as ofetiet of the period covered by this report.
Based upon that evaluation, our CEO and CFO haneleded that our current disclosure controls amdgdures are effective as of the en
the period covered by this report. This annual regoes not include a report of management’s assgsregarding internal control over
financial reporting or an attestation report of deenpany’s registered public accounting firm due toansition period established by rules of
the Securities and Exchange Commission for newblipeompanies.

Changes in Internal Controls There have been no changes in the Company’saiteontrol over financial reporting (as defined in
Rules 13a-15(f) and 15d-15(f) of the Securitiesiarme Act of 1934) that occurred during the quagteted December 31, 2006 that have
materially affected, or are reasonably likely totenally affect, the Company’s internal control o¥i@ancial reporting.

Iltem 9B. Other Information
None.
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PART 1lI

Item 10.  Directors, Executive Officers and Corporate Govence

The information required by this item will be coined in the Proxy Statement under the headingsn“lte Election of Directors,”
“Control Persons and Principal Stockholders” andrffdrate Governance Principles and Director Infdiond, to be filed with the Securities
and Exchange Commission on or prior to April 3002,0and is incorporated herein by reference.

We have adopted a Code of Ethics that appliesrezttirs and officers of the Company and a Sarb@xdsy Code of Ethics that appli
to directors, officers and employees of the Comp&ugh of these codes of conduct are publishedusmebsite at www.kohlbergcap.com.
We intend to disclose any future amendments tejaivers from, these codes of conduct within fousibass days of the waiver or
amendment through a website posting.

ltem 11.  Executive Compensatio

The information required by this item will be coined in the Proxy Statement under the headingsn“lte Election of Directors,”
“Executive Compensation,” “Compensation Committeiedlocks and Insider Participation” and “CompeimsaCommittee Report”, to be
filed with the Securities and Exchange Commissiomoprior to April 30, 2007, and is incorporateztdin by reference.

ltem 12.  Security Ownership of Certain Beneficial Owners ainagement and Related Stockholder Mattt

The information required by this item will be coined in the Proxy Statement under the headingsc¢@iiee Compensation” and
“Control Persons and Principal Stockholders”, tdilegl with the Securities and Exchange Commissioror prior to April 30, 2007, and is
incorporated herein by reference.

ltem 13.  Certain Relationships and Related Transactions, abatector Independenci

The information required by this item will be cointed in the Proxy Statement under the headingsiiSaetions with Related Persons”
and “Item 1: Election of Directors”, to be filedthithe Securities and Exchange Commission on or psiApril 30, 2007, and is incorporated
herein by reference.

Item 14.  Principal Accountant Fees and Servict

The information required by this item will be cointed in the Proxy Statement under the heading “RefRatification of Independent
Registered Public Accounting Firm”, to be filed lwthe Securities and Exchange Commission on or twiépril 30, 2007, and is
incorporated herein by reference.
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Item 15.

PART IV

Exhibits and Financial Statement Scheduli

1. Financial Statements

The following financial statements of Kohlberg GapCorporation (the “Company” or the “Registrardie filed herewith:

Balance Sheet as of December 31, 2 F-3
Statement of Operations for the period from Decamiie 2006 (inception) through December 31, 2006
F-4
Schedule of Investments as of December 31, . F-5
Statement of Changes in Net Assets for the permu December 11, 2006 (inception) through DecerBie2006
F-10
Statement of Cash Flows for the period from Decemithe 2006 (inception) through December 31, 2006
F-11
Financial Highlights for the period from Decembé@r 2006 (inception) through December 31, 2 F-12
Notes to Financial Statemer F-13
2. Exhibits
EXHIBIT INDEX
Exhibit
Number Description
3.1 Form of Certificate of Incorporation of Kohlberg fiital Corporation (th¢ Compan™).*
3.2 Form of Bylaws of the Company.**
4.1 Specimen certificate of the Compi's common stock, par value $0.01 per she
4.2 Form of Registration Rights Agreemen
4.3 Form of Dividend Reinvestment Plar
101 Form of the 2006 Equity Incentive Plart.*
10.2 Form of Kohlberg Capital Non-Qualified Stock OptiBertificate.**
10.3 Form of Custodian Agreement by and among Kohlbepit@l Corporation and U.S. Bank National Assooiati
10.4 Form of Amended and Restated Irrevocable ExchandeSabscription Agreement—Katonah Debt Advisoriedtive as of
August 17, 2006 between Katonah Capital, LLC, Jafmdéohlberg and KAT Associates LLC
10.5 Form of Irrevocable Exchange and Subscription Agrerg—CDO Securities, dated August 17, 2006 betweshiberg
Capital, LLC, KKAT Acquisition Company lll, LLC, KIAT Acquisition Company IV, LLC, KKAT Acquisition Gmpany V,
LLC, KKAT Acquisition Company VII, LLC and KKAT Acgisition Company VIII, LLC.*
10.6 Form of Transition Services Agreement between tbmgany and Kohlberg & Company, LLC
10.7 Form of License and Referral Agreement betweerCitnapany and Kohlberg & Company, LLC
10.8 Form of Overhead Allocation Agreement between tbenf@any and Katonah Debt Advisors, LL(
10.9 Form of Employment Agreement between Kohlberg Gd@orporation and Dayl W. Pearsoh.*
10.10

Form of Employment Agreement between Kohlberg Ga@brporation and Michael I. Wirth*
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Exhibit
Number

10.11
10.12
10.13
10.14
10.15

10.16

141
211
23.1
31.1

31.2

32.1

32.2

*%k

*k%

of Contents

Description

Form of Employment Agreement between Kohlberg Ga@brporation and R. Jon Corless.*
Form of Employment Agreement between Kohlberg Gh@brporation and E.A. Kratzmant*
Form of Employment Agreement between Katonah Dehtigors and E.A. Kratzman®*

Form of Indemnification Agreement for Officers adectors of the Company*

Execution Copy of Loan Funding and Servicing Agreahdated as of February 14, 2007, by and amondpiéai Capital
Funding LLC I, Kohlberg Capital Corporation, eadhte conduit lenders and institutional lendersrfrime to time party
thereto, each of the lender agents from time te fi@rty thereto, BMO Capital Markets Corp., asAlgent, Lyon Financial
Services, Inc. (d/b/a U.S. Bank Portfolio Servicas)the Backup Services, and U.S. Bank Nationabéiation, as Truste

Execution Copy of Purchase and Sale Agreement deted February 14, 2007, by and among Kohlbergt&lapunding LLC
| and Kohlberg Capital Corporation.’

Form of Code of Ethics.
List of Subsidiaries
Consent of Deloitte & Touche LLP, Independent Rieged Public Accounting Firn

Chief Executive Officer Certification Pursuant talR 13a-14 of the Securities Exchange Act of 1834adopted pursuant to
Section 302 of the Sarbal-Oxley Act of 2002

Chief Financial Officer Certification Pursuant tolR 13a-14 of the Securities Act of 1934, as adbptgsuant to Section 302
of the Sarban+-Oxley Act of 2002

Chief Executive Officer Certification pursuant tection 1350, Chapter 63 of Title 18, United Staiesle, as adopted pursu.
to Section 906 of the Sarba-Oxley Act of 2002

Chief Financial Officer Certification pursuant te@ion 1350, Chapter 63 of Title 18, United Sta&esle, as adopted pursuant
to Section 906 of the Sarba-Oxley Act of 2002

Incorporated by reference to the exhibit filegipart the Company’s Registration Statement omP¢«2 filed with the SEC on

August 18, 2006, as amended (Registration No-136714).

Incorporated by reference to the exhibit filad part of the Company’s Current Report on Formf8ed with the SEC on February 16,
2007.

Incorporated by reference to the exhibit filad part of the Company’s Registration Statemeram N-2 filed with the SEC on
March 16, 2007, as amended (Registration No-141382)

Management contract or compensatory plan or arraage
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas duly caused this report to
be signed on its behalf by the undersigned, théoedmly authorized.

K oHLBERG C APITAL C ORPORATION

Date: March 29, 2007 By s/ __DAYL W. PEARSON
Dayl W. Pearson
President and Chief Executive Officer

* k k k* %

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Signature Title Date
/s/ DAyL W. PEARSON President and Chief Executive Officer March 29, 200
D AYL W. P EARSON (principal executive officer
/sl MIcHAEL |. W IRTH Chief Financial Officer, Chief March 29, 200
M ICHAEL I. W IRTH Compliance Officer, Secretary and

Treasurer (principal financial and
accounting officer

/s/ CHRISTOPHERL ACOVARA Member of the Board of Directors March 29, 200
C HRISTOPHER L ACOVARA

/s/ JaMESA. K OHLBERG Member of the Board of Directors March 29, 200
J AMES A. K OHLBERG

/s/ SaAMmUEL P. FRIEDER Member of the Board of Directors March 29, 200
S AMUEL P. F RIEDER

/s/ GARY C ADEMARTORI Member of the Board of Directors March 29, 200
G ARY C ADEMARTORI

/s/ C.MICHAEL JACOBI Member of the Board of Directors March 29, 200
C. M ICHAEL J ACOBI

/s/ ALBERTG. PASTINO Member of the Board of Directors March 29, 200
A LBERT G. P ASTINO

/s/ C. TURNEYSTEVENS, JR. Member of the Board of Directors March 29, 200
C. T URNEY S TEVENS, Jr.
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INDEX TO FINANCIAL STATEMENTS

Report of Independent Registered Public AccourfEing
Balance Sheet as of December 31, 2

Statement of Operations for the period from Decamiie 2006 (inception) through December 31, 2006

Schedule of Investments as of December 31, :
Statement of Changes in Net Assets for the perma December 11, 2006 (inception) through Decerie2006

Statement of Cash Flows for the period from Decemite 2006 (inception) through December 31, 2006

Financial Highlights for the period from Decembér 2006 (inception) through December 31, 2

Notes to Financial Statemer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
Kohlberg Capital Corporation
New York, NY:

We have audited the accompanying balance sheeblubkrg Capital Corporation (the “Company”) as @d®@mber 31, 2006 and the
related statements of operations, changes in setgsash flows and the financial highlights fer period December 11, 2006
(commencement of operations) through December@16.2These financial statements and financial idbkd are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on the financial statements andadimhhighlights based on our audit.

We conducted our audit in accordance with the stadwof the Public Company Accounting Oversighti@d&/nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of itsrirel control over financial reporting.
Our audit included consideration of internal cohtrneer financial reporting as a basis for desigranglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evideapparting the amounts and disclosures
in the financial statements, assessing the acamuptinciples used and significant estimates mad@énagement, as well as evaluating the
overall financial statement presentation. Our pdoces included confirmation of securities ownedasember 31, 2006, by correspondence
with the custodian and brokers; where replies weteeceived from brokers, we performed other @ngliprocedures. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, such financial statements and faiarhighlights referred to above present fairtyall material respects, the financial
position of Kohlberg Capital Corporation as of Deber 31, 2006, and the results of its operatidreschanges in its net assets, its cash flows
and the financial highlights for the period Decembg, 2006 (commencement of operations) througheBser 31, 2006 in conformity with
accounting principles generally accepted in thetdéhStates of America.

DELOITTE & TOUCHE LLP
New York, NY
March 23, 2007
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K OHLBERG CAPITAL CORPORATION

BALANCE SHEET
As of December 31, 2006

As of
December 31, 200

ASSETS
Investments at fair valu

Investments in debt securities (cost of $190,764), $ 190,767,38

Investments in CDO fund securities (cost of $20,800) 20,870,00

Affiliate investment (cost of $33,394,99 37,574,99

Total investments at fair valt 249,212,37
Cash and cash equivalel 32,404,49
Interest receivabl 602,08!
Other asset 156,89(
Total asset $ 282,375,84
LIABILITIES
Payable for open trad: 24,183,04.
Accounts payable and accrued expet 1,704,54
Due to affiliate 87,83:
Total liabilities $ 2597542

Commitments and contingencies (Note

STOCKHOLDERS’ EQUITY
Common stock, par value $.001 per share, 100,00@G;66hmon shares authorized, 17,946,333 commonssissged

and outstandin 179,46:
Capital in excess of par vall 251,550,42
Undistributed net investment incor 416,75:
Undistributed net realized gai 1,077
Net unrealized appreciation on investme 4,252,711
Total stockholdel' equity 256,400,42
Total liabilities and stockholde’ equity $ 282,375,84
NET ASSETS PER SHARE $ 14.2¢

See accompanying notes to financial statements.
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K OHLBERG CAPITAL CORPORATION
STATEMENT OF OPERATIONS

INVESTMENT INCOME:
Interest from investments in debt securi
Interest from cash & cash equivale
Dividends from investments in CDO fund securi
Capital structuring service fe
Total investment incom
EXPENSES
Compensation expens
Professional fee
Insurance
Organizational Expenst
Administrative and othe
Total expense
Equity in loss of affiliate
NET INVESTMENT INCOME BEFORE INCOME TAX EXPENS
Excise taxe:
NET INVESTMENT INCOME
REALIZED AND UNREALIZED GAIN ON INVESTMENTS:
Net realized gains from investment transacti
Net unrealized gains on affiliate investm
Net realized and unrealized gain on investm
NET INCREASE IN STOCKHOLDER’ EQUITY RESULTING FROM OPERATION!

BASIC AND DILUTED EARNINGS PER COMMON SHARE (see 03)
WEIGHTED AVERAGE SHARES OF COMMON STOCK OUTSTANDIMBASIC AND DILUTED

See accompanying notes to financial statements.
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For the Period
December 11, 20C

(inception)
through
December 31, 20C

$ 572,06!
132,84
405,20:

41,79¢
1,151,90:

175,18¢
371,62
12,82:

40,00(

41,64
641,27
(72,710
437,91
(21,167
416,75:

1,071

4,252, 71
4,253,78

$ 4,670,54
$ 0.2¢€
17,946,33
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K OHLBERG CAPITAL CORPORATION

SCHEDULE OF INVESTMENTS
As of December 31, 2006

Portfolio Company / Principal Business Investment / Interest Rate(!) / Maturity Principal Cost Value 2)

AGA Medical Corporation Senior Secured Loan; Tranche B (7.4%, D. $3,826,75. $3,823,34/ $3,823,34
Healthcare, Education and Childci 4/13)

Astoria Generating Company Junior Secured Loan; Second Lien Term C 2,000,000 2,000,000  2,000,00t
Acquisitions, LLC Utilities (9.1%, Due 8/13

Atlantic Marine Holding Company Senior Secured Loan; Term Loan (7.9%, D 1090000 2,004.83 200483
Cargo Transpol 8/13)

Bankruptcy Management Solutions, Inc. Senior Secured Loan; First Lien Term Loan
Diversified/Conglomerate Servi (8.1%, Due 7/12 1,995,000 2,009,861 2,009,861

Bay Point Re Limited® Senior Secured Loan; Term Loan (9.9%, D 3,000,000  3,026,00. 3,026,00:
Insurance 12/10)

Byram Healthcare Centers, Inc. Senior Secured Loan; Revolver (11.4%, Due 375,00 375,00( 375,00
Healthcare, Education and Childc:i 11/11)

Byram Healthcare Centers, Inc. Senior Secured Loan; Term Loan A (11.4% 4,000,000 4,000,001  4,000,00!
Healthcare, Education and Childc:i Due 11/11)

Capital Automotive REIT Senior Secured Loan; Term Loan (7.1%, Due 3,721,05. 3,730,26!  3,730,26!
Automobile 12/10)

Caribe Information Investments Senior Secured Loan; Term Loan (7.6%, D 6,315,89! 6,310,52° 6,310,52
Incorporated Printing and Publishi 3/13)

Cast & Crew Payroll, LLC Senior Secured Loan; Initial Term Loan (8.t 7,000,000  7,034,76.  7,034,76.
(Payroll Acquisition) Leisure, Amusement,  Due 9/12)
Motion Pictures, Entertainme

Clarke American Corp. Senior Secured Loan; Term Loan B (8.6%, 2,478,13.  2,508,87. 2,508,87.
Printing and Publishin Due 12/11)

Clayton Holdings, Inc Senior Secured Loan; Term Loan (8.4%, Due  811,55! 815,58t 815,58t
Finance 12/11)

Concord Re Limited® Senior Secured Loan; Term Loan (9.6%, D 3,000,000  3,029,77¢  3,029,77
Insurance 2/12)

CST Industries, Inc. Senior Secured Loan; Term Loan (8.5%, Due 997,50( 1,001,21* 1,001,21
Diversified/Conglomerate Manufacturil 8/13)

Dayco Products LLC—(Mark 1V Industries, Inc  Junior Secured Loan; Second Lien Term Lc . |
Automobile (11.1%, Due 12/11 el selEs SO EE

Dealer Computer Services, Inc. Junior Secured Loan; Second Lien Term Loan 1,000,000  1,011,18  1,011,18
(Reynolds & Reynolds) Electroni (10.9%, Due 10/13

Dealer Computer Services, Inc. Junior Secured Loan; Third Lien Term Loar 1,500,000  1,518,65. 1,518,65:
(Reynolds & Reynolds) Electroni (12.9%, Due 4/14

Delta Educational Systems, Inc. Senior Secured Loan; Term Loan (8.9%, Due 2,985,98  2,985,98  2,985,98

Healthcare, Education and Childc:

6/12)
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Portfolio Company / Principal Business Investment / Interest Rate(™) / Maturity Principal Cost value @

Fasteners For Retalil, Inc. Senior Secured Loan; Term Loan (8.1%, D 5,000,000 5,000,001 5,000,00!
Diversified/Conglomerate Manufacturil 12/12)

Flrst_ American Payment Systems, L.P. Senior Secured Loan; Term Loan (8.6%, Due 3.990.000 3,990,000  3,990,00!
Finance 10/13)

Flatiron Re Ltd® Senior Secured Loan; Closing Date Term L 4,042,10°  4,082,14. 4,082,14
Insurance (96%, Due 12/10)

Flatiron Re Ltd® Senior Secured Loan; Delayed Draw Term 1,957,89! 1,977,28 1,977,28
Insurance Loan (96%, Due 12/10)

Gentiva Health Services, Inc. Senior Secured Loan; Term Loan (7.7%, D 1,848,64 1,848,64 1,848,64!
Healthcare, Education and Childci 3/13)

Ginn LA Conduit Lender, Inc. Senior Secured Loan; First Lien Tranche A 1,257,14. 1,207,291  1,207,29
Buildings and Real Estat® Credit-Linked Deposit (8.3%, Due 6/11)

Ginn LA Conduit Lender, Inc. Senior Secured Loan; First Lien Tranche B 2,729,14:  2,620,91  2,620,91
Buildings and Real Estat® Term Loan (8.4%, Due 6/11)

Ginn LA Conduit Lender, Inc. Junior Secured Loan; Second Lien Term Loan 1,000,001 851,05: 851,05:
Buildings and Real Estat® (12.4%, Due 6/12)

Gleason Works Senior Secured Loan; First Lien Term Loar 1,878,78: 1,888,12 1,888,12
Machinery (Non-Agriculture, Non- (7.9%, Due 6/13)
Construction, No-Electronic)

Hawkeye Renewables, LLC Senior Secured Loan; First Lien Term Loan  2,992,48. 2,908,241  2,908,24
Farming and Agricultur (9.4%, Due 6/12

HCA Inc. Senior Secured Loan; Tranche B Term Loa 4,000,000  4,037,30  4,037,30
Healthcare, Education and Childc:i (8.1%, Due 11/13

HealthSouth Corporation Senior Secured Loan; Term Loan B (8.6%, 2,985,000 2,996,120  2,996,12!
Healthcare, Education and Childc:i Due 3/13)

Infiltrator Systems, Inc. Senior Secured Loan; Term Loan (8.9%, D 4,000,000  3,985,09' 3,985,09!
Ecological 9/12)

Intrapac Corporation/Corona Holdco Senior Secured Loan; 1st Lien Term Loan \
Containers, Packaging and Gl: (8.4%, Due 5/12 3854540 386411  3,864,11

Intrapac Corporation/Corona Holdco Junior Secured Loan; 2nd Lien Term Loan
Containers, Packaging and Gl (12.4%, Due 5/13 i s e

IPC Systems, Inc. Junior Secured Loan; Second Lien Term Loan 2,500,000 2,500,000  2,500,00!
Diversified/Conglomerate Servi (11.9%, Due 9/14

Jones Stephens Corp. Senior Secured Loan; Term Loan (9.2%, D 7,000,000 6,965,23"  6,965,23!
Buildings and Real Estate 9/12)

JW Aluminum Company Junior Secured Loan; Term Loan (2nd Lien) 2,000,000 2,000,000  2,000,00!
Mining, Steel, Iron and N¢-Precious Metal (11.6%, Due 12/13

La Paloma Generating Company, LLC Junior Secured Loan; Second Lien Term L¢
Utilities (8.9%, Due 8/13 2,000,000 2,000,001  2,000,00

LBREP/L-Suncal Master | LLC Senior Secured Loan; 1st Lien (8.6%, Due 3,960,000 3,842,671  3,842,67!
Buildings and Real Estat® 1/10)

LBREP/L-Suncal Master | LLC Junior Secured Loan; 2nd Lien (12.6%, Dur 2,000,000  1,891,03: 1,891,03
Buildings and Real Estat® 1/11)

Legacy Cabinets, Inc. Senior Secured Loan; First Lien Term Loan 2,985,000 2,985,000  2,985,00!

Home and Office Furnishings, Housewares,
and Durable Consum

(9.2%, Due 8/12)
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Portfolio Company/Principal Business Investment /Interest Rate? /Maturity Principal Cost Value @

el LU & ATESre MiEmEone) LT Senior Secured Loan; First Lien Term Loan
Personal and Non Durable Consumer Produc ' 1,946,66° 1,956,35. 1,956,35

(8.4%, Due 6/13)

(Mfg. Only)

Longyear Canada, ULC (Boart Longye§l) : ) : 0
Machinery (Non-Agriculture, Non—Construction,gig'i%lslez(;ured Loan; Ist Lien Term Loan (8.6%, 245,60: 245,60: 245,60:
Non-Electronic)

Longyear Global Holdings, Inc. Senior Secured Loan; First (8.6%, Due 10/12) 264,49! 264,49! 264,49!
(Boart Longyear) Machinery (Non-Agriculture,
Non-Construction, No-Electronic)

Longyear Global Holdings, Inc. Senior Secured Loan; First Lien Term Loan 2,450,26. 2,450,26. 2,450,26
(Boart Longyear) Machinery (Non-Agriculture, (8.6%, Due 10/12)
Non-Construction, No-Electronic)

LPL Holdings, Inc. Senior Secured Loan; Tranche C Term Loan  5,392,46; 5,414,88. 5,414,88
Finance (8.1%, Due 6/13

LSP Kendall Energy, LLC Senior Secured Loan; Term Loan (7.4%, Due 1,922,98! 1,913,42¢ 1,913,42
Utilities 10/13)

MCCI Group Holdings, LLC Junior Secured Loan; Second Lien Term Loar 1,000,001 1,000,00¢ 1,000,00!
Healthcare, Education and Childc:i (14.3%, Due 6/13

MCCI Group Holdings, LLC Senior Secured Loan; Term Loan (10.8%, Due 4,000,001 4,000,001 4,000,00
Healthcare, Education and Childc:i 12/12)

Metaldyne Corporation Senior Secured Loan; Term D (10.1%, Due 1,997,47" 1,997,47" 1,997,47
Automobile 12/09)

Michaels Stores, Inc. Senior Secured Loan; Term Loan (8.4%, Due 1,958,33" 1,958,33: 1,958,33.
Retail Store: 10/13)

Mirant North America, LLC Senior Secured Loan; Term Loan (7.1%, Due 3,960,000 3,950,16. 3,950,16:
Utilities 1/13)

Murray Energy Corporation Senior Secured Loan; Tranche B Term Loan  1,989,87. 2,004,61. 2,004,61.
Mining, Steel, Iron and N¢-Precious Metal (8.4%, Due 1/10

Northeast Biofuels, LL( Senior Secured Loan; Construction Term Loa 1,365,85 1,369,24! 1,369,24
Farming and Agricultur (8.6%, Due 6/13

Northeast Biofuels, LL( Senior Secured Loan; Synthetic LC (8.6%, Due 634,14¢ 635,72. 635,72.
Farming and Agricultur 6/13)

PAS Technologies Inc. Senior Secured Loan; Term Loan (8.6%, Due 4,756,94. 4,721,56' 4,721,56!
Aerospace and Defen 6/11)

Primus International Inc. Senior Secured Loan; Term Loan (7.9%, Due  3,292,18' 3,300,36! 3,300,36!
Aerospace and Defen 6/12)

Rhodes Companies, LLC Junior Secured Loan; Second Lien Term Loar 2,000,000 1,910,70( 1,910,70!
(The) Buildings and Real Estéte (12.9%, Due 11/11)

Sorenson Communications, Inc. Senior Secured Loan; Tranche B Term Loan  2,978,52! 2,997,04. 2,997,04.
Electronics (8.4%, Due 8/13

Standard Steel, LLC Senior Secured Loan; Delayed Draw Term Lo — 4,96¢ 4,96¢
Cargo Transpol (1.%, Due 6/12

Standard Steel, LLC Senior Secured Loan; Initial Term Loan (7.9%, 3,316,66 3,341,36! 3,341,36!
Cargo Transpol Due 6/12)

Standard Steel, LLC Junior Secured Loan; Second Lien Term Loar 1,000,000 1,009,94. 1,009,94.
Cargo Transpol (11.4%, Due 6/13
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Portfolio Company /Principal Business Investment /Interest Rate? /Maturity Principal Cost value @

Stolle Machinery Company Senior Secured Loan; First Lien Term Loe 1,995,00! 2,007,38! 2,007,38!
Machinery (Non-Agriculture, Non- (7.9%, Due 9/12)
Construction, No-Electronic)

Stratus Technologies, Inc. Senior Secured Loan; First Lien Term Loan  1,990,00i 1,985,07! 1,985,07!
Electronics (8.4%, Due 3/11

Thermal North America, Inc. Senior Secured Loan; Credit Linked Depo 400,00( 401,46¢ 401,46¢
Utilities (8.1%, Due 10/08

Thermal North America, Inc. Senior Secured Loan; Term Loan (8.1%, I 3,600,001 3,617,62 3,617,62
Utilities 10/08)

TLC Funding Corp. Senior Secured Loan; First Lien Term Log 3,970,001 3,871,45! 3,871,45
Healthcare, Education and Childc:i (12.3%, Due 5/12

TransAxle LLC Senior Secured Loan; Revolver (8.9%, Due — — —
Automobile 9/12)

TransAxle LLC Senior Secured Loan; Term Loan (8.9%, I 2,962,501 2,962,501 2,962,501
Automobile 9/12)

United Air Lines, Inc. Senior Secured Loan; Delayed Draw Tran 750,00( 750,00( 750,00(
Personal Transportatic B Loan (9.1%, Due 2/1:

United Air Lines, Inc. Senior Secured Loan; Tranche B Term La 3,250,001 3,250,00! 3,250,00I
Personal Transportatic (9.1%, Due 2/12

Valleycrest Holding Co. Junior Secured Loan; Second Lien Term 1,000,00! 1,007,46 1,007,46
(VCC Holdco) Diversified/Conglomerate  Loan (10.9%, Due 4/14)
Service

Water Pik Technologies, Inc. Senior Secured Loan; First Lien Term Loe 902,31 902,31 902,31
Personal and Non Durable Consumer (7.6%, Due 6/13)
Products (Mfg. Only

Water Pik Technologies, Inc. Junior Secured Loan; Second Lien Term 2,500,001 2,512,43; 2,512,43;
Personal and Non Durable Consumer Loan (11.9%, Due 12/13)
Products (Mfg. Only

Wesco Aircraft Hardware Corp. Junior Secured Loan; Second Lien Term 2,000,001 2,044,76. 2,044,76.
Aerospace and Defen Loan (11.1%, Due 3/1¢

WM. Bolthouse Farms, Inc. Senior Secured Loan; Term Loan (First Li 2,592,46: 2,586,02. 2,586,02:
Beverage, Food and Tobac (7.6%, Due 12/12

Wolf Hollow I, LP Senior Secured Loan; Acquisition Term L 792,33! 778,54! 778,54!
Utilities (7.6%, Due 6/12

Wolf Hollow I, LP Senior Secured Loan; Synthetic Letter of 668,41: 656,77¢ 656,77¢
Utilities Credit (7.6%, Due 6/1:

Wolf Hollow I, LP Senior Secured Loan; Synthetic Revolver 167,10: 164,19! 164,19!
Utilities Deposits (7.6%, Due 6/1.

Wolf Hollow I, LP Junior Secured Loan; Term Loan (Second 2,683,17 2,689,84. 2,689,84.
Utilities Lien) (9.9%, Due 12/1z

Total Investments in Debt Securities (7
of total investment assets at fair val

$191,173,40 $190,767,38 $190,767,38
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Percent of
CDO Fund Investments Investment Class Helc Cost Value @
Katonah lll, Ltd. Preferred Share 23.0¢  $ 4,500,000 $ 4,500,00!
Katonah 1V, Ltd. Preferred Share 17.14% 3,150,001 3,150,001
Katonah V, Ltd. Preferred Share 26.61% 3,320,001 3,320,001
Katonah VII CLO Ltd. Subordinated Securiti¢ 16.3¢% 4,500,001 4,500,001
Katonah VIII CLO Ltd. Subordinated Securiti¢ 10.3(% 3,400,00!I 3,400,00!I
Katonah IX CLO Ltd. Preferred Share 6.86% 2,000,00!I 2,000,00I
Total Investments in CDO Funds (8%
total investment assets at fair vali $20,870,000  $20,870,00
Percent o
Interests
Portfolio Company / Principal Business Investment Held Cost Value @)
Katonah Debt Advisors, L.L.C. / Asset ManagemeBgflof
total investment assets at fair vall Membership Interes 100.0%6 $ 33,394,99 $ 37,574,99
Total Investment® $245,032,37  $249,212,37

@ A majority of the variable rate loans to our polif@companies bear interest at a rate that mayeberchined by reference to either
LIBOR or an alternate Base Rate (commonly baseith@frederal Funds Rate or the Prime Rate), whigdt semi-annually , quarterly ,
or monthly. For each such loan, we have providedabighted average annual stated interest ratiéeict @t December 31, 2006.

@  Reflects the fair market value of all existing istraents as of December 31, 2006, as determinedBaard of Directors.

@  Non-U.S. company or principal place of business oet¢id U.S.

@  Buildings and real estate relate to real estateeostnip, builders, managers and developers anddelmortgage debt investments and
mortgage lenders or originators. As of DecembeB0D6, we had no exposure to mortgage securigssd@ntial mortgage bonds,
commercial mortgage backed securities, or relatedtebacked securities), companies providing mgedending or emerging markets
investments either directly or through our investteen CDO funds.

®)  The aggregate cost of investments for federal irctar purposes is approximately $245 million. Tggragate gross unrealized
appreciation is approximately $4 million and thir@o gross unrealized depreciation.

See accompanying notes to financial statements.
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K OHLBERG CAPITAL CORPORATION

STATEMENT OF CHANGES IN NET ASSETS
For the Period December 11, 2006 (inception) througDecember 31, 2006

Operations:
Net investment incom
Net realized gains from investment transacti
Net unrealized gains on affiliate investm
Net increase in net assets resulting from opers
Capital share transactions:
Issuance of common stc—initial public offering
Issuance of common stc—for interests in affiliate compar
Issuance of common stc—for interests in CDO securiti¢
Stock based compensati
Net increase in net assets resulting from capiatestransactior
Net assets at beginning of peri
Net assets at end of period (including accumulatetistributed net investment income of $416,7

Net asset value per common sh
Common shares outstanding at end of pe

See accompanying notes to financial statements.
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For the Period
December 11, 200

(inception)
through

December 31, 200

$ 416,75:
1,071
4,252,711
4,670,541

199,451,38
33,394,99
18,870,00

13,50(

251,729,88

$ 256,400,42
$ 14.2¢

17,946,33
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K OHLBERG CAPITAL CORPORATION
STATEMENT OF CASH FLOWS

OPERATING ACTIVITIES:
Net increase in stockhold’ equity resulting from operatiot
Adjustments to reconcile net increase in stockh@’ equity resulting from operation
Realized gain on investment transacti
Unrealized gain on investment transacti
Net accretion of discount on securit
Purchases of investmer
Proceeds from sale and redemption of investrr
Stock based compensation expe
Loss from affiliat—undistributec
Changes in operating assets and liabilit
Interest receivabl
Other asset
Accounts payable and accrued expet
Due to affiliate
Net cash used in operating activit
FINANCING ACTIVITIES:
Net proceeds from issuance of common s
Dividends paid in cas
Net cash provided by financing activiti
CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOI

CASH AND CASH EQUIVALENTS, END OF PERIOI

Supplemental Informatior
Interest paid during the peri
Issuance of common stock for affiliate investn
Issuance of common stock for CDO equity investm
Dividends declared during the peri

See accompanying notes to financial statements.
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For the Period
December 11, 20C

(inception)
through
December 31, 20C

$ 4,670,54

(1,079
(4,252,71))
(3,819
(169,112,75)
533,31!
13,50(
72,71

(602,08%)
(156,891
1,704,54i
87,83:
(167,046,89)

199,451,38

199,451,38
32,404,49

32,404,49

&

33,394,99
18,870,00

& HH B
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K OHLBERG CAPITAL CORPORATION

FINANCIAL HIGHLIGHTS
Period December 11, 2006 (inception) Through Decerab31, 2006
($ per share)

For the Period
December 11,
2006 (inception)
Through

December 31,
2006
Per Share Data:

Net asset value, at beginning of per $ 15.0C
Underwriting cost: (0.97)
Pos-IPO net asset valt 14.0:

Net investment incom@ 0.0z

Net realized gain®®@ —

Net change in unrealized appreciation on investsiéfit 0.24
Net increase in net assets resulting from operstion 0.2¢

Net asset value, end of ye $ 14.2¢

Ratio/Supplemental Data:

Per share market value at end of pe $ 17.3C

Total return® 15.2%

Shares outstanding at end of per 17,946,33

Net assets at end of peri $256,400,42

Portfolio turnover rat: 0.2%

Average debt outstandir $ —

Ratio of net investment income to average net a 4.4%

Ratio of non-interest expenses to average netsd$set 6.2%

Interest expense to average net as 0.C%

@ Based on weighted average number of common shatstnding for the period.

@  Net realized gains and net change in unrealizedeggiion or depreciation can fluctuate signifitafitom period to period

@  Total return equals the change in the ending maskiele over the beginning of period price per shpdus dividends paid, if any, during
the period, divided by the beginning price.

@ The ratio of non-interest expenses to averagessets for the 20 day period December 11, 2006 gir@ecember 31, 2006 has been
annualized and includes various organizational@néessional fees related to the Company’s IPOmag not be indicative of future
results.

See accompanying notes to financial statements.

F-12



Table of Contents

K OHLBERG CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS
As of December 31, 2006

1. ORGANIZATION

Kohlberg Capital Corporation is an internally maeagnon-diversified closed-end investment compaayis regulated as a business
development company (“BDC") under the 1940 Act. BQwmpany was formed as a Delaware LLC on Augu086 and, prior to the
issuance of shares of the Company’s common stoitk initial public offering, converted to a coraion incorporated in Delaware on
December 11, 2006. Prior to its initial public offey (“IPO”), the Company did not have material cgg®ns. The Company’s IPO of
14,462,000 shares of our common stock raised omeepds of approximately $200 million.

The Company'’s investment objective is to generatesat income and capital appreciation from invesita made in senior secured
term loans, mezzanine debt and selected equitgimants in privatelfreld middle market companies. The Company alscspiaexpand th
middle market investment business and asset marsagdmsiness of Katonah Debt Advisors, which thenany acquired prior to the IPO.
As of December 31, 2006, Katonah Debt Advisorsdaloximately $1.4 billion of assets under manageraed continues to manage CDO
Funds which invest in broadly syndicated loanshhigeld bonds and other credit instruments.

The Company intends to elect to be treated as al®eg Investment Company (“RIC”) under Subchaptesf the Code. To qualify as
a RIC, the Company must, among other things, mer¢dio source-of-income and asset diversificatemuirements. Pursuant to this election,
the Company generally will not have to pay corpaiatel taxes on any income that it distributedgstockholders.

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying financial statements have begraprd on the accrual basis of accounting in confgrwith accounting principles
generally accepted in the United States. The filahistatements reflect all adjustments and rediaasions which, in the opinion of
management, are necessary for the fair presentaftitre Company'’s results of operations and finalnobndition for the periods presented.
Furthermore, the preparation of the financial stegets requires management to make significant egrand assumptions. Actual results
could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents include short-term diguiestments in a money market fund. Cash and egsivalents are carried at cost
which approximates fair value.

Investments

Investment transactions are recorded on the afyidiceade date. Realized gains or losses are canusing the specific identification
method. The Company carries its investments awvédire, as determined by the Board of Directors.

Loans and Debt Securities For loans and debt securities, fair value gaheapproximates amortized cost unless the bogrtsv
enterprise value or overall financial conditionotiner factors lead to a determination of fair vatia different amount. As a general rule, the
Company does not value its loans or debt secudatiese cost, but loans and debt securities wiligect to fair value write-downs when the
asset is considered impaired.
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Equity and Equity-Related Securities The Company'’s equity and equity-related séiesrin portfolio companies for which there is no
liquid public market are valued at fair value basadhe enterprise value of the portfolio compamlyich will be determined using various
factors, including cash flow from operations of gw@tfolio company and other pertinent factors hsas recent offers to purchase a portfolio
company’s securities or other liquidation eventse Tetermined fair values are generally discouttextcount for restrictions on resale and
minority ownership positions.

The value of the Company’s equity and equity-r@laecurities in public companies for which markebtations are readily available
are based upon the closing public market priceherbalance sheet date. Securities that carry oegairictions on sale are typically valued at
a discount from the public market value of the siégu

CDO Fund Securities. The securities issued by CDO funds managed by leat@ebt Advisors (“CDO Funds”) are primarily helg b
third parties. The Company’s investments in CDOdauffCDO Investments”) are carried at fair valudjeh is based on a discounted cash
flow model that utilizes prepayment and loss asgiong based on historical experience and projegégtbrmance, economic factors, the
characteristics of the underlying cash flow and parable yields for similar bonds and preferred ati@mcome notes, when available. The
Company recognizes unrealized appreciation or degiren on its CDO Investments as comparable yigldee market change and/ or based
on changes in estimated cash flows resulting frbemges in prepayment or loss assumptions in therlyirng collateral pool. As each CDO
Investment ages, the expected amount of lossetharekpected timing of recognition of such lossethée underlying collateral pool is
updated and the revised cash flows are used inndietiag the fair value of the CDO Investment. Then@pany determines the fair value of
CDO Investments on an individual security-by-segurasis. If the Company were to sell a group ofCCIRvestments in a pool in one or
more transactions, the total value recorded fargbal may be different than the sum of the faiuea of the individual CDO Investments.

The Board of Directors may consider other methddsatuation to determine the fair value of invesiitseas appropriate in conformity
with accounting principles generally accepted m thmited States.

Earnings per Common Share Basic earnings per common share (“EPS”) ismded by dividing the net increase in stockholders’
equity resulting from operations by the weightedrage number of common shares outstanding fordhieg Diluted EPS reflects the
assumed conversion of all dilutive securities,udahg stock options.

Interest Income. Interest income, adjusted for amortizatioprE@mium and accretion of discount, is recordedheraiccrual basis to
the extent that such amounts are expected to bextand. The Company generally places a loan onatondal status and ceases recognizing
interest income on such loan or security when a twasecurity becomes 90 days or more past dugtoe Company otherwise does not
expect the debtor to be able to service its deligatiipns. Non-accrual loans remain in such stantf the borrower has demonstrated the
ability and intent to pay contractual amounts dusuzh loans become current. At December 31, 20@&ans or debt securities were greater
than 90 days past due or on non-accrual status.

Payment in Kind Interest The Company may have loans in its portfolit ttontain a payment-in-kind (“PIK”) provision. PIK
interest, computed at the contractual rate spekifieeach loan agreement, is added to the prinbigiaince of the loan and recorded as interest
income. In order for the Company to maintain it€Rlatus, this non-cash source of income must iokecpd to stockholders in the form of
dividends, even though the Company has not yetcieitl the cash.

Fee Income. Fee income includes fees, if any, for duegdifice, structuring, commitment and facility feex] &ees, if any, for
transaction services and management services mthtgrthe Company to portfolio companies and atied parties. Commitment and
facility fees are generally recognized as incomer dlie life of the underlying loan, whereas duediice, structuring, transaction service and
management service fees are generally recognized@mne when the services are rendered.
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Management Compensation The Company may, from time to time, issuelstmgtions under the 2006 Kohlberg Capital Equity
Incentive Plan (“Equity Incentive Plan”) to offieeand employees for services rendered to us. Thep&ay will follow Statement of
Financial Accounting Standards No. 123R (revise@420Accounting for Stock-Based Compensatiamrmethod by which the fair value of
options are determined and expensed. The Companteisally managed and therefore does not incuragament fees payable to third
parties.

Stock-Based Compensation The Company follows the provisions of SFAS W23R “Share-Based Payment,” (“SFAS No. 123R")
which requires all companies to measure compemsatists for all share-based payments, includingl@yep stock options, at fair value.
Under SFAS 123R, compensation expense associatedtotk based compensation is measured at thedptnbased on the fair value of
the award and is recognized over the vesting pebetermining the appropriate fair value model aaltulating the fair value of stock-based
awards at the grant date requires judgment, inetudstimating stock price volatility, forfeituretesand expected option life.

Federal Income Taxes The Company intends to qualify and elect antérids to continue to qualify for the tax treatmamplicable to
regulated investment companies (“RIC”) under SuptdraM of the Code, and, among other things, inéendnake the required distributions
to its stockholders as specified therein. In otdequalify as a RIC, the Company is required taetirdistribute to its stockholders at least
90% of investment company taxable income, as defiyethe Code, each year. Depending on the leviaixaible income earned in a tax year,
the Company may choose to carry forward taxablerirein excess of current year distributions intrtlkext tax year and pay a 4% excise tax
on such income, to the extent required.

In accordance with Statement of Position 93-2, &ibmination, Disclosure, and Financial Statemenséhtation of Income, Capital
Gain, and Return of Capital Distributions by Inveeht Companies,” book and tax basis differencesingl to stockholder distributions and
other permanent book and tax differences are il to capital in excess of par value. In additithe character of income and gains to be
distributed is determined in accordance with incdaneregulations that may differ from accountin@qpiples generally accepted in the Uni
States of America.

Dividends. Dividends and distributions to common stockiieos are recorded on the record date. The amotat paid out as a
dividend is determined by the Board of Directorstequarter and is generally based upon the earestiynated by management for the
period and fiscal year.

The Company has adopted a dividend reinvestmenttpét provides for reinvestment of our distribn8mn behalf of its stockholders,
unless a stockholder “opts oudf the plan to receive cash in lieu of having tloaish dividends automatically reinvested in addélshares c
the Company’s common stock.

Offering Expenses
The Company'’s offering costs were charged agamshéet proceeds from the IPO.
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3. EARNINGS PER SHARE

The following information sets forth the computatiof basic and diluted net increase in stockhold=rsity per share resulting for the
period of December 11, 2006 (the date of our ingiglic offering) through December 31, 2006:

Numerator for basic and diluted net increase inldtolder’ equity resulting from operations pel

share; $ 4,670,541
Denominator for basic net increase in stockho’ equity resulting from operations per she 17,946,33
Basic net increase in stockholc’ equity resulting from operations per she $ 0.2¢
Denominator for diluted net increase in stockhd’ equity resulting from operations per she 17,946,33
Diluted net increase in stockhold’ equity resulting from operations per she $ 0.2¢

4. INVESTMENTS

For the period of December 11, 2006 (the date ofrdtial public offering) through December 31, B)@he Company purchased
approximately $191 million of investments in debturities and $2 million of investments in collalézed debt obligation securities. As of
December 31, 2006, no debt securities were on norual status.

Investment Securities

The Company invests in senior secured loans andan@re debt and, in the future and to a lessengxgguity capital, of middle
market companies in a variety of industries. Then@any generally targets companies that generatéveosash flows because the Company
looks to cash flows as the primary source for sémgi debt. As of December 31, 2006, together wgtwiholly-owned portfolio company
Katonah Debt Advisors, the Company had a staffdoinestment professionals who specialize in spetitlustries and generally seek to
invest in companies about which the Company hastéxpertise. However, the Company may investhierandustries if it is presented w

attractive opportunities.
The following table shows the Company’s portfolipdecurity type at December 31, 2006:

December 31, 2006

Percentag¢
Investments at of
Security Type Fair Value Portfolio
Senior Secured Loe $163,313,49 65.5%
Junior Secured Loz 27,453,89 11.C
CDO Equity 20,870,00 8.4
Portfolio Management Compai 37,574,99 15.1
Total $249,212,37 10(%
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The industry concentrations, based on the fairevafithe Company’s investment portfolio as of DebenB1, 2006, was as follows:

December 31, 2006 (unaudited)

Percentag
Investments of
Industry at Fair Value Portfolio
Aerospace and Defen $ 10,066,69 4.C%
Automobile 9,192,10 3.7
Beverage, Food and Tobac 2,586,02. 0
Buildings and Real Esta 19,288,90 7.7
Cargo Transpol 6,361,11. 2.€
CDO Equity 20,870,00 8.4
Containers, Packaging and Gl; 4,869,08 2.C
Diversified/Conglomerate Manufacturil 6,001,21! 2.4
Diversified/Conglomerate Servit 5,517,32. 2.2
Ecological 3,985,09! 1.€
Electronics 7,511,95I 3.C
Farming and Agricultur 4,913,211 2.C
Finance 10,220,46 4.1
Healthcare, Education and Childc:i 28,937,86 11.F
Home and Office Furnishings, Housewares, and Dar@oinsume 2,985,001 1.2
Insurance 12,115,20 4.9
Leisure, Amusement, Motion Pictures, Entertainn 7,034,76. 2.8
Machinery (Nor-Agriculture, Nor-Construction, No-Electronic) 6,855,87! 2.8
Mining, Steel, Iron and N¢-Precious Metal 4,004,61 1.€
Personal and Non Durable Consumer Products (Mfty)C 5,371,09 2.2
Personal Transportatic 4,000,001 1.€
Portfolio Management Compai 37,574,99 15.1
Printing and Publishin 8,819,39! 3.5
Retail Store: 1,958,33. 0.8
Utilities 18,172,04 7.3
Total $249,212,37 100.(%

The Company may invest up to 30% of the investrpertfolio in opportunistic investments in high-yddbonds, debt and equity
securities in CDO Funds, distressed debt or ecaityrities of public companies. The Company expéetisthese public companies generally
will have debt that is non-investment grade. ThenBany also may invest in debt of middle market canigs located outside of the United
States, which investments are not anticipated tio leecess of 10% of the investment portfolio & time such investments are made. At
December 31, 2006, approximately 13% of the Comiganyestments were foreign assets (including tben@any’s investments in CDO
Funds, which are typically domiciled outside th&land represent approximately 8% of its portfolfg a result of regulatory restrictions,
the Company is not permitted to invest in any mdidfcompany in which Kohlberg & Co. or any fundatlit manages has a pre-existing
investment.

At December 31, 2006, the Company’s ten largesfglmr companies represented approximately 35%eftotal fair value of its
investments. The Company’s largest investment, ikatidebt Advisors which is its whollgwned portfolio company, represented 15% of
total fair value of the Company’s investments.

Investment in CDO Fund Securities

Prior to its IPO, the Company issued an aggredate?68,000 common shares, having a value of apmely $19 million, to affiliate
of Kohlberg & Co. to acquire certain subordinatethtdand preferred stock securities issued by CD@i§Katonah 111, Ltd., Katonah 1V,
Ltd., Katonah V, Ltd., Katonah VII CLO, Ltd., andakonah VIII CLO, Ltd.) managed by Katonah Debt Asbrs and two other asset
managers.
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Subsequent to its IPO, the Company purchased $@mdf CDO Fund securities issued by Katonah IXGZILtd. bringing the Company’s
CDO Investments to approximately $21 million aPetember 31, 2006. The CDO Funds managed by Ka@ehhAdvisors invest almost
exclusively in credit instruments issued by corfiorss and do not invest in asset-backed secustieb as those secured by residential
mortgages or other consumer borrowings.

The following table sets forth information regagi@DO Funds securities investments as of Decenthe2(®6:

Percentage ¢

Principal Cost of Fair Value of

CDO Fund Equity Security Business Type of Security Class Held Investment Investment
Katonah llI, Ltd. CDO Fund Preferred Share 23.0&0 $ 4,500,000 $ 4,500,00!
Katonah IV, Ltd. CDO Fund Preferred Share 17.1%% 3,150,00!I 3,150,00!
Katonah V, Ltd. CDO Fund Preferred Share 26.61% 3,320,001 3,320,001
Katonah VII CLO Ltd. CDO Fund Subordinated Securiti 16.3€6% 4,500,001 4,500,00!
Katonah VIII CLO Ltd. CDO Fund Subordinated Securiti 10.3(% 3,400,001 3,400,001
Katonah IX CLO Ltd. CDO Fund Preferred Share 6.86% 2,000,00I 2,000,00I
Total CDO Equity $20,870,000  $20,870,00

5. WHOLLY-OWNED ASSET MANAGER

Prior to its IPO, the Company issued an aggreda?e2@6,333 common shares, having a value of apmately $33 million, to affiliate
of Kohlberg & Co. to acquire Katonah Debt Advisoks. a result, Katonah Debt Advisors is a wholly-@drportfolio company. As of
December 31, 2006, Katonah Debt Advisors had apmately $1.4 billion of assets under management.

The Company expects to receive distributions ofiméeg fee income and to generate capital appriecidtom its investment in the as
management business of Katonah Debt Advisors. Byinmganvestments in CDO Funds raised by KatonahtBelvisors in the future, for
which the Company expects to receive a current cetsiin, the Company can help Katonah Debt Advisoraise these funds which in turn
will increase its assets under management whidhregllt in additional management fee income.

Katonah Debt Advisors, as a wholly-owned portf@@ampany, is accounted for using the equity metHatoounting consistent with
the Company’s status as a BDC. Under the equithaotkof accounting, Katonah Debt Advisors is inljiaecorded at cost on the Company’s
balance sheet. Subsequent net income or losseatofi&h Debt Advisors under accounting principlesegally accepted in the United States
(“GAAP”) is recognized as affiliate income or loss the Company’s income statement with a correspgridcrease (in the case of net
income) or decrease (in the case of net loss)arttist basis of the investment in Katonah Debt #ahg on the Company’s balance sheet. The
revenue that Katonah Debt Advisors generates thrtug fees it receives for managing CDO Funds #ed paying the expenses associated
with its operations, including compensation ofetsployees, may be distributed to the Company. @ashbutions of Katonah Debt
Advisors’ accumulated GAAP net income would inceeaash and reduce the basis of Katonah Debt Adviaothe Company’s balance
sheet. As with all other investments, Katonah Dedbtisors’ market value is periodically determindthe valuation is primarily based on a
percentage of its assets under management andied ba Katonah Debt Advisorsstimated net cash flows. Any change in value fpemiod
to period is recognized as unrealized gain or loss.

As a separately regarded entity for tax purposaspiah Debt Advisors, L.L.C. is taxed at normajpooate rates. For tax purposes, any
distributions of taxable net income earned by KatobBebt Advisors to the Company would generallydrieebe distributed to the Company’s
shareholders. Katonah Debt Advisors’ taxable nedrime will differ from GAAP net income for both defied tax timing adjustments and
permanent tax adjustments. Deferred tax timingsidjants may include differences between leasemaghents to GAAP
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straight line expense and adjustments for the m@tiog and timing of depreciation, bonuses to empés, stock option expense, and interest
rate caps. Permanent differences may include aw@rgs, limitations or disallowances for meals anigtgainment expenses, penalties anc
goodwill amortization.

Tax goodwill amortization was created upon the pase of 100% of the equity interests in KatonahtPelvisors prior to the Compal
‘s IPO in exchange for shares of the Company’skstatued at $33 million. Although this transactiwas a stock transaction rather than an
asset purchase and thus no goodwill was recogificédAAP purposes, for tax purposes such excharagaonsidered an asset purchase
under Section 351(a) of the Code. At the time efttansfer, Katonah Debt Advisors had equity ofrapimately $1 million resulting in tax
goodwill of approximately $32 million which will bamortized for tax purposes on a straight-linesaser 15 years, resulting in an annual
difference between GAAP income and distributabt®ime by which GAAP income will exceed distributaisleome by approximately $2
million per year over such period. As a resulKdtonah Debt Advisors were to distribute its GAA® income to the Company, only Katol
Debt Advisors’ taxable net income after such godidavhortization will be required to be distributerithe Company’s shareholders.

At December 31, 2006, amounts due to affiliatesléat approximately $88,000.

Summarized financial information for Katonah DelohAsors follows:

As of
December 31, 20C
ASSETS
Current assel $ 2,860,32
Noncurrent asse 661,63
Total asset $ 3,521,961
LIABILITIES
Current liabilities $ 2,602,75!
Total liabilities $ 2,602,75

For the Period
December 11, 20C

through
December 31, 20C
Gross revenu $ 200,61(
Total expense (273,320
Net income (72,710

6. DISTRIBUTABLE TAX INCOME

The Company currently intends to distribute quéyrtdividends to its stockholders. The Company’srtprdy dividends, if any, will be
determined by the Board of Directors. To maint&rRIC status, the Company must timely distribut@mount equal to at least 90% of its
ordinary income and realized net short-term capgiéahs in excess of realized net long-term capitsdes, if any, reduced by deductible
expenses, out of the assets legally availableiftrildution, for each year. To avoid certain exdesees imposed on RICs, the Company is
generally required to distribute during each caégnaar an amount at least equal to the sum &8% of its ordinary income for the calen
year, (2) 98% of its capital gains in excess oftedjpsses for the oryear period ending on October 31 of the calendar,yand (3) any
ordinary income and net capital gains for precedieagrs that were not distributed during such ydéthis requirement is not met, the
Company will be required to pay a nondeductibléssxtax equal to 4% of the amount by which 98%hef¢urrent year’s taxable income
exceeds the distribution for the year. The tax@&ideme on which an excise tax is paid is
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generally carried forward and distributed to staklers in the next tax year. Depending on the leféhxable income earned in a tax year,
the Company may choose to carry forward taxablerirein excess of current year distributions intrtlkext tax year and pay a 4% excise tax
on such income, to the extent required. As of Ddmm31, 2006, the Company’s undistributed taxaideme was approximately $529,000
and its excise tax liability was approximately ). The Company plans to distribute 2006 disteblg income in 2007.

The following reconciles net increase in stockhodtequity resulting from operations to taxabledne for the period of December 11,
2006 (inception) through December 31, 2006:

Pre-tax net increase in stockhold' equity resulting from operatior $4,691,70:
Net unrealized gain on investments transactionsenatble (4,252,71J)
Other losses not currently taxal 72,71(
Expenses not currently deductil 17,34*
Taxable income before deductions for distributi $ 529,04
Taxable income before deductions for distributipas outstanding sha $ 0.0¢

7. COMMITMENTS AND CONTINGENCIES

As of December 31, 2006, the Company had commiittedake a total of approximately $2 million of isiments in various revolving
senior secured loans, all of which was unfundedofA@ecember 31, 2006, the Company had committedake a total of approximately
$667,000 of investments in a delayed draw senicureel loan.

The following table summarizes our operating leaslggations as of December 31, 2006:

Payments Due by Period

More th
Contractual Obligations Total 2007 2008 2009 2010 2011 gr\?earasn
Operating lease obligatiol $2,092,09° $298,87. $298,87: $298,87: $298,87. $298,87. $597,74:

8. STOCKHOLDERS’ EQUITY

On December 11, 2006, the Company completed itsofPt@,462,000 shares of common stock at $15.08lpeae, less an underwriting
discount and IPO expenses paid by the Companyrtgtfil.22 per share for net proceeds of approxim&E99 million. Prior to its IPO, the
Company issued to affiliates of Kohlberg & Co. tat@f 3,484,333 shares of its common stock forabguisition of certain subordinated
securities issued by CDO Funds and for the acipnsitf Katonah Debt Advisors. Total shares outsitagnds of December 31, 2006 was
17,946,333.

9. STOCK OPTIONS

During 2006, the Company established a stock ogian (the “Plan”) and reserved 1,500,000 share®ofmon stock for issuance
under the Plan. The purpose of the Plan is to gmuefficers and prospective employees of the Compath additional incentives and align
the interests of its employees with those of isrsholders. Options are exercisable at a pricel ¢gulae fair market value (market closing
price) of the shares on the day the option is gdant

On December 11, 2006, concurrent with the compiaticthe Company’s IPO, options to purchase a wft8l10,000 shares of common
stock were granted to the Compangxecutive officers and directors with an exerpisee per share of $15.00 (the public offeringerof the
common stock). Such options vest equally
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over two, three or four years from the date of geard have a ten-year exercise period. As of Deee®b, 2006, 910,000 options were
outstanding, none of which where exercisable. Tit®ns have an estimated remaining contractuablifeé years and 11 months.

A summary of the status of our stock option plaofaand for the year ended December 31, 2006 figliasvs:

Options Outstanding Options Exercisable
Range o
Weighted Average
Exercise Number Weighted Average Number Weighted
Outstanding at Remaining Exercisable at Average
Prices December 31, 20C Contractual Life Exercise Price December 31, 20C Exercise Price
$15.0C 910,00( 10.C $ 15.0C — $ 15.0C

The following table reflects the weighted averagje ¥alue per option granted during 2006, as welh& weighted average assumptions
used in determining those fair values using the Acaa Binary Option pricing model.

Year Ended

December 31, 20C
Options grante: 910,00(
Fair value on date of gra $ 1.4z
Dividend yield 10.(%
Expected volatility 21%
Risk-free interest rat 4.€%
Expected life (years 10.C

The expected stock price volatility has been deitegthbased upon the historical volatilities for sampublicly traded BDC's over a
similar time period of the expected option life.

For the period December 11, 2006 (inception) throDgcember 31, 2006, stock option expense of $03)&® recognized. At
December 31, 2006, the Company had approximateB/illion of compensation cost related to unvestietk-based awards the cost for
which is expected to be recognized over a weigatenlage period of 3.2 years.

10. OTHER EMPLOYEE COMPENSATION

The Company adopted a 401(k) plan (401K Plang¢etif’e January 1, 2007. The 401K Plan is openltulhtime employees. The
Plan permits an employee to defer a portion ofrttegél annual compensation up to the Internal ReeeService annual maximum based on
age and eligibility. The Company makes contribwtiomthe 401K Plan of up to 2.67% of the employdéiess 74.9% of contributions, which
fully vest at the time of contribution. For the yemded December 31, 2006, no employer contribstiorthe 401K Plan were made.

The Company has also adopted a deferred compemgddio (“Pension Plan”) effective January 1, 20&mployees are eligible for the
Pension Plan provided that they are employed antliagpwith the Company for at least 100 days dutimgyear and remain employed as of
the last day of the year. Employees do not makéribetions to the Pension Plan. On behalf of theleyee, the Company contributes to the
Pension Plan 1) 8.0% of all compensation up tdriternal Revenue Service annual maximum and 2) 2X&éss contributions on any
incremental amounts above the social security viiage limitation and up to the Internal Revenue iBer@nnual maximum. Employees vest
100% in the Pension Plan after five years of servior the year ended December 31, 2006, no enmptoydributions to the Pension Plan
were made.
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11. IMPACT OF NEW ACCOUNTING STANDARDS

In July 2006, the Financial Accounting Standardsaiidssued Interpretation No. 48 (“FIN 48”), Accding for Uncertainty in Income
Taxes, which clarifies the accounting for uncettain income taxes recognized in an enterpriseiarfcial statements in accordance with
FASB Statement No. 109, Accounting for Income TakéN 48 provides guidance on the financial statenecognition and measurement of
a tax position taken or expected to be taken axadturn. FIN 48 also provides guidance on deneitiog), classification, interest and
penalties, accounting in interim periods, disclesyand transition. FIN 48 is effective for fisgahrs beginning after December 15, 2006. We
do not expect the adoption of FIN 48 to materiatipact our financial position or results of opevas.

In September 2006, the Financial Accounting Stashsl&oard issued Statement of Financial Accounttag@ards No. 157 (“SFAS
157", Fair Value Measurements. SFAS 157 clarifies theqgipie that fair value should be based on the aptioms market participants wot
use when pricing an asset or liability and estakbsa fair value hierarchy that prioritizes theinfation used to develop those assumptions.
Under the standard, fair value measurements waaikeparately disclosed by level within the faiueahierarchy. SFAS 157 is effective for
financial statements issued for fiscal years beagmafter November 15, 2007 and interim period$inithose fiscal years, with early
adoption permitted. We do not expect the adoptfdBFAS 157 to materially impact our financial pasitor results of operations.

In February 2007, the FASB issued Statement ofrfgilah Accounting Standards No. 159, The Fair Vaddion for Financial Assets
and Financial Liabilities (“SFAS 159”), which pralés companies with an option to report selecteghfital assets and liabilities at fair value.
The objective of SFAS 159 is to reduce both comiplér accounting for financial instruments and tredatility in earnings caused by
measuring related assets and liabilities diffeyei8FAS 159 establishes presentation and disclosgrérements designed to facilitate
comparisons between companies that choose differeasurement attributes for similar types of asmedsliabilities and to more easily
understand the effect of the company’s choice &fas value on its earnings. SFAS 159 also reguergities to display the fair value of the
selected assets and liabilities on the face ob#ience sheet. SFAS 159 does not eliminate diselasguirements of other accounting
standards, including fair value measurement discéssin SFAS 157. This Statement is effective ab®beginning of an entity’s first fiscal
year beginning after November 15, 2007. Early aidogs permitted as of the beginning of the pregifiscal year provided that the ent
makes that choice in the first 120 days of thatdiyear and also elects to apply the provisiorStafement 157. At this time, the Company is
evaluating the implications of SFAS No. 159, asdritpact in the financial statements has not yehlzketermined.

F-22



Table of Contents

12. SELECTED QUARTERLY DATA

For the Period
December 11, 2006

(inception)
Through
December 31, 200€
Total Investment Incom $ 1,151,90:
Net Realized and Unrealized Gain on Investm 4,253,78
Equity in loss of affiliate (72,710
Total Expense (662,400
Net Increase in Stockhold’ Equity Resulting from Operatiot $ 4,670,58!
Per Share Dat:i
Net Investment Income
Basic: $ 0.0z
Diluted: $ 0.0z
Cash Dividend Declare: $ —
Net Increase in Stockholc' s Equity Resulting from Operatior
Basic: $ 0.2¢
Diluted: $ 0.2¢
Total Assets $ 282,375,84
Total Debt $ —
Total Stockholder Equity $ 256,400,42
Net Asset Value per Common Shi $ 14.2¢

1 Prior to December 11, 2006 the Company had no imhtgrerations.

13. SUBSEQUENT EVENTS

On January 19, 2007, our Board of Directors apptayrants of options to purchase 345,000 sharesraé@mmon stock under our
Equity Incentive Plan to employees with an exerpisee per share equal to the closing price ondhagtof $16.36. These options vest ratably
over a four year period and expire in ten years.

On February 5, 2007, the Board of Directors appilavgrant of options to purchase 25,000 shardseoCbmpany’s common stock
options under the Company’s Equity Incentive Ptaan employee with an exercise price per sharel égjtize closing price on that day of
$17.37. These options vest ratably over a four peaod and expire in ten years.

On February 7, 2007, the Company entered into egeagent with Bear, Stearns & Co. Inc. (“Bear Stegrpursuant to which Bear
Stearns will provide services relating to the fotioraof a CDO Fund, managed by Katonah Debt Adgistar be named Briarcliff CLO | Ltd.
(“Briarcliff”), which will invest in broadly syndiated corporate loans and mezzanine securities @ €idds (other than the CDO Funds
managed by Katonah Debt Advisors) rated “BBB” oB"Bwith a total fund size expected to be $300 imill As part of this engagement, the
Company entered into a warehouse credit agreemedér which Bear Stearns will provide funding whieifi allow the Company to
accumulate assets for Briarcliff. Pursuant to thésehouse credit agreement, the Company agre@iniburse Bear Stearns for losses
incurred on loans acquired for Briarcliff priorttee completion of the fund (a “First Loss Guarafjteéth such reimbursement limited based
on a percentage of warehoused assets. In retuprduiding this First Loss Guarantee, the Compailyreceive all interest and other non-
principal distributions made with respect to the@®investments serving as collateral upon theitpef the securitization, less the
financing costs of LIBOR plus 0.75%, reset daily.

On February 14, 2007, the Company entered intarmamgement under which the Company may obtain @269 million (with an
ability to increase to $250 million subject to eémtconditions) in financing (the “Facility”). Adwaes under the Facility will be used by the
Company primarily to make additional investments.
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The Company expects that the Facility will be sedusy loans that it currently owns and the loamgiaed by the Company with the
advances under the Facility. The Company will bartmder the Facility through its wholly-owned, sigé@urpose bankruptcy remote
subsidiary, Kohlberg Capital Funding LLC I. UndbketFacility, funds are loaned by or through certaimders at prevailing commercial paper
rates or, if the commercial paper market is attang unavailable, at prevailing LIBOR rates, plusagpplicable margin. The interest charged
on borrowed funds is based on the commercial pabemplus 0.70% and is payable monthly.

On March 3, 2007, the Company entered into an aggaewith Bear Stearns pursuant to which Bear 8saill provide services
relating to the formation of a CDO Fund, manage&htonah Debt Advisors, to be named Katonah CLQ.tI (“Katonah CLO XI”) which
will invest in broadly syndicated senior loans,@®&t lien loans, and other credit instruments (ediclg asset backed securities such as those
secured by residential mortgages or other consboreowings) with a total fund size expected to Be@@®million. As part of this engageme
the Company entered into a warehouse credit agrgemader which Bear Stearns will provide fundingieh will allow the Company to
accumulate assets for Katonah CLO XI. Pursuartisowtarehouse credit agreement, the Company agpaeimburse Bear Stearns for los
incurred on loans acquired for Katonah CLO XI ptimthe completion of the fund with such reimbursetimited based on a percentage of
warehoused assets. In return for providing thistRioss Guarantee, the Company will receive adiriggt and other non-principal distributions
made with respect to the CDO’s investments seraggollateral upon closing of the securitizati@ssl the financing costs of 0.75% plus
LIBOR, reset daily.

On March 12, 2007, the Company entered into aneageat with Lehman Commercial Paper Inc. (“Lehmamnifjlsuant to which
Lehman will provide services relating to the forinatof a CDO Fund, managed by Katonah Debt Advigorbe named Ardsley CLO 2007-
Ltd. (“Ardsley CLO 2007-1") which will invest in sgor loans to middle market companies, broadly syatéd senior loans and other credit
instruments (excluding asset backed securities asathose secured by residential mortgages or otiresumer borrowings) of corporate
issuers with a total fund size expected to be $80In. As part of this engagement, the Companteesd into a warehouse credit agreement,
under which Lehman will provide funding which walllow the Company to accumulate assets for Ard8le@ 2007-1. Pursuant to this
warehouse credit agreement, the Company agre@iniburse Lehman for losses incurred on loans aeddior Ardsley CLO 2007-1 prior to
the completion of the fund with such reimburseniienited based on a percentage of warehoused assetturn for providing this First Loss
Guarantee, the Company will receive all interest atther non-principal distributions made with restge the CDO’s investments serving as
collateral upon closing of the securitization, l&ss financing costs of 0.75% plus LIBOR, resetydai
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U.S.$200,000,000
LOAN FUNDING AND SERVICING AGREEMENT
by and among

KOHLBERG CAPITAL FUNDING LLC I,
as the Borrower

KOHLBERG CAPITAL CORPORATION,
as the Servicer

EACH OF THE CONDUIT LENDERS AND INSTITUTIONAL LENDE RS FROM TIME
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as the Lenders

EACH OF THE LENDER AGENTS FROM TIME TO TIME PARTY H ERETO
as the Lender Agents

BMO CAPITAL MARKETS CORP.,
as the Agent

LYON FINANCIAL SERVICES, INC.
(p/B/AU.S. BANK PORTFOLIO SERVICES),
as the Backup Servicer

and

U.S. BANK NATIONAL ASSOCIATION,
as the Trustee

Dated as of February 14, 2007
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PREAMBLE

THIS LOAN FUNDING AND SERVICING AGREEMENT (such agreement as amended, modified, waived, sugpited or
restated from time to time, the * Agreeménis made as of this 14th day of February, 20@7abd among:

(1) KOHLBERG CAPITAL FUNDING LLC |, a Delaware limited liability company, as the borestogether with its successors
assigns in such capacity, the “ Borrowgr

(2) KOHLBERG CAPITAL CORPORATION, a Delaware corporation (* Kohlberg Capitalas the servicer (together with its
successors and assigns in such capacity, the fcgety

(3) EACH OF THE CONDUIT LENDERS AND INSTITUTIONAL LENDE RS, which may from time to time become party hereto
(each a “ Lendet, and collectively, the “ Lendery;

(4) EACH OF THE LENDER AGENTS , which may from time to time become party hereto,.@sder Agent;

(5) BMO CAPITAL MARKETS CORP., a Delaware corporation (* BMQ, as the Agent (together with its successorsassigns in
such capacity, the “ Ageri};

(6) LYON FINANCIAL SERVICES, INC., (d/b/a U.S. Bank Portfolio Services), as the bacsenwicer (together with its successors
and assigns in such capacity, the “ Backup SerVjcard

(7) U.S. BANK NATIONAL ASSOCIATION , a national banking association_(* U.S. Bahknot in its individual capacity, but solely
as the trustee (together with its successors aigrasin such capacity, the “ Trustge

IT IS AGREED as follows:

ARTICLE |
DEFINITIONS

Sectiorl.1Certain Defined Terms.
(a) Certain capitalized terms used throughoutAlgieement are defined above or in this Section 1.1

(b) As used in this Agreement and its scheduldsibéx and other attachments, unless the contexiines a different meaning, the
following terms shall have the following meanings:

“ 1940 Act”: The Investment Company Act of 1940, as amen



“ Accepted Servicing Practicés The servicing practices and collection procedufdél@® Servicer that are in accordance with Applie
Law and which are consistent with whichever ishifgher standard of (i) customary servicing pragiogprudent institutions which service
loans and other financial assets similar to thea3ferred Loans for their own account or for theoaied of others and (ii) the same care, skKill,
prudence and diligence with which the Servicerisesrand administers loans or other financial asshtch are similar to the Transferred
Loans serviced or administered pursuant to thiséwgrent, for its own account or for the accounttbérs.

“ Account Control Agreemerit The Securities Account Control Agreement, daasdf February 14, 2007, by and among U.S. Bank
National Association as Trustee and Securitiegiméeiary, the Borrower, the Servicer and the Ag

“ Accreted Interest: The accrued interest on a PIK Loan that is addettie principal amount of such PIK Loan inste&beaing paid as
it accrues.

“ Accrual Period’: With respect to each Advance (or portion theyé¢aj with respect to the first Payment Date, thgqal from and
including the Closing Date to and including thet ey of the calendar month in which the ClosindeDzccurs and (b) with respect to any
subsequent Payment Date, the calendar month immegdmeceding the month in which such Payment Datairs.

“ Add-On Loan": Any additional loan or extension of credit maslébsequent to any Loan made by the Originator erabiits
Subsidiaries to the Obligor of such Loan in accoodawith the Credit and Collection Policy.

“ Adjusted Eurodollar Rat& For any Accrual Period, an interest rger annumequal to a fraction, expressed as a percentage and
rounded upwards (if necessary), to the neares0181Q%, (i) the numerator of which is equal to HBOR Rate for such Accrual Period and
(i) the denominator of which is equal to 100&nusthe Eurodollar Reserve Percentage for such Acétedbd.

“ Advance”: Defined in_Section 2.1(h)

“ Advance Raté: A dynamic number that shall be determined orhddeasurement Date by application of the Advancie Riatrices
set forth in Schedule based on:

(a) in the case of the Weighted Average Moody’sdRety Rate, (i) the actual level thereof (if sueladl is equal to any of the Weighted
Average Moody’s Recovery Rate levels specifiechmm Advance Rate Matrices) or (ii) otherwise, theighited Average Moody’s Recovery
Rate indicated in the Advance Rate Matrices thatithmetically closest to, but less than the ddfeighted Average Moody’s Recovery
Rate level,

(b) in the case of the Diversity Score, (i) theuattevel thereof (if such level is equal to anytted Diversity Score levels specified in the
Advance Rate Matrices) or (ii) otherwise, the Déigr Score indicated in the Advance Rate Matrites is arithmetically closest to, but less
than the actual Diversity Score level; and



(c) in the case of each of the Weighted Average dyoRating Factor, (i) the actual level theredfs(ich level is equal to any of the
Weighted Average Moody’s Rating Factor levels sfiettiin the Advance Rate Matrices) or (ii) othersyithe Weighted Average Moody’s
Rating Factor indicated in the Advance Rate Magrib&t is arithmetically closest to, but less ttrenactual Weighted Average Moody’s
Rating Factor level, in each case as of such Measemt Date.

“ Advances Outstanding On any day, the aggregate principal amount o¥autes outstanding on such day, after giving effeet|
repayments of Advances and makings of new Advaooesich day.

“ Affected Party”: The Agent, each Lender, each Liquidity Bank,assignees and participants of each Lender andLégeidity Bank,
any successor to BMO as Agent and any sub-agahedigent.

“ Affiliate ”: With respect to a Person, means any other Parsptrolling, controlled by or under common contngth such Person. For
purposes of this definition, “controlhen used with respect to any specified Person sb@npower to direct the management and polidi
such Person, directly or indirectly, whether throtige ownership of voting securities, by contracvtherwise; and the terms “controlling” or
“controlled” have meanings correlative to the fariagy; providedthat (x) in the case of the Servicer or any Subsydi‘Affiliate” shall not
include any Person that is a Portfolio Investment ) the term Affiliate shall not include any Affite relationship which may exist solely
a result of direct or indirect ownership of, or tehby (i) a Financial Sponsor, or (i) a commanr@r which is a financial institution, fund or
other investment vehicle which is in the busindsmaking diversified investments.

“ Agent”: Defined in the_ Preamble

“ Agented Loans: Any Loan that has each of the following charaistics: (a) the Loan is originated or purchasedhgyOriginator in
accordance with the Credit and Collection Policagmart of a syndicated loan transaction that leas lfully consummated prior to such Loan
becoming part of the Collateral, (b) upon an assigmt of the Loan to the Borrower under the Purciageement and the grant of a security
interest in such Loan under this Agreement, thateel Loan File shall have been delivered to thetEaion behalf of the Secured Parties, and
held by the Trustee, on behalf of the Secured é&artc) the Borrower, as assignee of the Loanahad the rights (but none of the
obligations) of the Originator with respect to siafan and the Related Property, including the righteceive and collect payments directl
its own name or through the agent described inselda) below and to enforce its rights against the Oblipereof, (d) unless the Loan is an
unsecured Loan, the Loan is secured by an undivitdecest in the Related Property that also secamédss shared by, onpo ratabasis, all
other holders of such Obligor’s indebtedness oféqtiority and (e) the Originator is the agent &irlenders to such Obligoprovidedthat
Agented Loans shall not include (1) the obligatighany, of any agents under the Loan Documenitdegicing such Agented Loans, and
(2) the Retained Interests under the Loan Docunm@ntiencing such Agented Loans that are retainatidyDriginator or are owned or owed
by other lenders.



“ Aggregate Outstanding Loan Balaricé\s of any date of determination, the sum of @atstanding Loan Balances of all Eligible
Loans included as part of the Collateral on sudb tfeat are not Defaulted Loapkisthe Moody’s Collateral Value of each Defaulted Loan
included as part of the Collateral on such date.

“ Aggregate Purchased Loan BalaricAs of any date of determination, the sum of Fhechased Loan Balances of all Eligible Loans
included as part of the Collateral on such daiteus(b) all amounts in excess of applicable Concemmatimits on such date.

“ Agreement’: Defined in the Preamble

“ Alternative Raté’: An interest ratgper annunmequal to the Adjusted Eurodollar Rapepvidedthat the Alternative Rate shall be the
Base Rate if a Eurodollar Disruption Event occprsyided furthetthat the Alternative Rate for the first two (2) Bwess Days following any
Advance made by a Liquidity Bank shall be the BRate unless such Liquidity Bank has received atleeo Business Days prior notice of
such Advance.

“ Amortization Period’: The period beginning on the Termination Date anding on the Collection Date.

“ Applicable Law": For any Person or property of such Person,yafiteng and future applicable laws, rules, regolasi (including
proposed, temporary and final income tax regulabipstatutes, treaties, codes ordinances, peraitificates, orders and licenses of and
interpretations by any Governmental Authority (irdihg, without limitation, usury laws, predatorynééng laws, the Federal Truth in Lendi
Act, and Regulation Z and Regulation B of the FatlReserve Board), and applicable judgments, decigi@nctions, writs, orders, or line
action of any court, arbitrator or other administre, judicial, or quasi-judicial tribunal or aggnof competent jurisdiction.

“ Approved Pricing Servic& Any of LPC, LoanX, Marklt or any other pricing sere selected by the Servicer that is Independetita
Servicer and any of its Affiliates, such Approveaitig Service to be confirmed by the Servicertte Agent within two Business Days of
such selection.

“ Assigned Moodys Rating”: With respect to any Loan as of any date of dateation, the monitored publicly available ratingtioe
estimated rating expressly assigned to such Loadvidnydy’s that addresses the full amount of thegipal and interest payable on such Loan.

“ Assigned S&P Rating: With respect to any Loan as of any date of dateation, the monitored publicly available ratingtioe
estimated rating expressly assigned to such Loa®&#iy that addresses the full amount of the prin@pa interest payable on such Loan.

“ Assignment”: The Assignment entered into between the Originand the Borrower in substantially the form ohibit A to the
Purchase Agreement.

“ Assignment and AcceptanteThe Assignment and Acceptance, substantialiph@form of Exhibit Dhereto.
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“ Assignment of Mortgag#& As to each Agented Loan secured by an interestal property, one or more assignments, noti€es o
transfer or equivalent instruments, each in reddedform and sufficient under the laws of the relevjurisdiction to (a) reflect the transfer of
the related mortgage, deed of trust, security @eesiimilar security instrument and all other docuaiseelated to such Loan and to the
Borrower and (b) grant a perfected lien thereotheyBorrower in favor of the Trustee for the benefithe Secured Parties, each such
Assignment of Mortgage to be substantially in therf of Exhibit M heretoprovidedthat with respect to Agented Loans, Assignment of
Mortgage shall mean such documents, including asségits, notices of transfer or equivalent instruisiegach in recordable form as
necessary, as are sufficient under the laws ofdleeant jurisdiction to reflect the transfer te friginator, as collateral agent for all lenders
to the Obligor, of the related mortgage, deed wdtirsecurity deed or other similar instrument sagusuch loans and all other documents
relating to such loans and to grant a perfectadthereon by the Obligor in favor of the Originatas collateral agent for all such lenders.

“

Availability ": On any day, the excess, if any, of (a) the MaximAvailability over (b) the sum of (i) Advances Outstanding on such
day and (ii) the aggregate outstanding principabam of the unfunded portions of each of the Rewmgl\oans included in the Collateral on
such day.

“ Available Funds': With respect to any Payment Date, (a) all amsumtthe Collection Account (including, without lit@tion, any
Collections on any of the Collateral) as of thedadf (i) the immediately preceding Determinatioat®or (ii) the date of the calculations set
forth in the most recent Borrower Notice and (b)ite extent that the amounts in the preceding eléajof this definition are insufficient on
any Payment Date to make the payments requiredpysection 2.8(a)(1)(iii) (iv ), (v), (vi), (vii ) and (xvii), then amounts on deposit in
the Reserve Account on such date, (B) Sectiob}i8) , (iv) , (v), (vi), (vii) and_(x), then amounts on deposit in the Reserve Account on
such date.

“ Backup Servicet: Defined in the Preamble

“ Backup Servicer ExpensésThe reasonable out-gfecket expenses to be paid to the Backup Serviwdegrand in accordance with
Backup Servicer and Trustee Fee Letter.

“ Backup Servicer Fe& The fee to be paid to the Backup Servicer uriderterms of the Backup Servicer and Trustee Féterl_e

“ Backup Servicer and Trustee Fee LetteFhe Backup Servicer and Trustee Fee Letter, dated the date hereof, among the Servi
the Backup Servicer, the Trustee and the Agent.

“ Bank of Montreal’: The Bank of Montreal, a Canadian chartered backng through its Chicago, lllinois branch.

“ Bankruptcy Codé: The United States Bankruptcy Reform Act of 197& U.S.C. 88 101, et seq.), as amended from tintiene.

“ Base Raté: On any date, a fluctuating rate of interpst annurrequal to the higher of (a) the Prime Rate or (b)Rhderal Funds Rz
plus0.5%.



“ Benefit Plan”: Any employee benefit plan as defined in SecBoh(3) of ERISA in respect of which the Borroweramy ERISA
Affiliate of the Borrower is or at any time during the immediately precedingysars was, an “employer” as defined in Sectioif53.af
ERISA.

“BMO ": Defined in the Preamble
“ Borrower”: Defined in the Preamble

“ Borrowing Bas€”: On any date of determination, an amount equéhjdhe sum of (i) the Aggregate Purchased Lodariga on such
date and (ii) the Purchased Loan Balance of afjillit Loans to become included as part of the @mié on such dateninus(b) the
aggregate outstanding principal amount of the uhédrportions of each of the Revolving Loans inctuigtethe Collateral on such date.

“ Borrowing Base Certificat& A certificate of a Responsible Officer of ther@eer setting forth the current Borrowing Baseoéthe
date set forth in such certificate and the manfiealtulation thereof, to be delivered to the pertand at the times specified herein.

“ Borrower Notice”: A written notice, in the form of Exhibit A or A-2, as applicable, to be used for each Advance, rapayof each
Advance or termination or reduction of the Facilsnount or Prepayments of Advances or any reinvestrof Principal Collections under

Section 2.8(a)(2)

“ Breakage Cost& With respect to any Lender, any amount or ame@st shall compensate such Lender for any losspcespense
incurred by such Lender (as reasonably determigesiibh Lender) as a result of a prepayment by treover of Advances Outstanding. All
Breakage Costs shall be due and payable upon defmheadletermination by a Lender of the amount gfsuch loss or expense shall be
described and confirmed by such Lender to the Agadtset forth in a written notice from the Agemttie Borrower and shall be conclusive
absent manifest errgprovidedthat each Lender shall use commercially reasoreffdets to minimize Breakage Costs incurred by it.

“ Broadly Syndicated Loaf1 Any Loan to an Obligor issued as part of a Idacility with an original loan size (including affiyst and
second lien loans included in such facility) greditan $250,000,000, including for purposes of tiaénition the maximum available amount
of commitments under any Revolving Loans.

“ Business Day: Any day of the year other than a Saturday or a 8yieth which (a) banks are not required or authdripebe closed i
Chicago, lllinois, Minneapolis, Minnesota, Floren&auth Carolina, New York, New York or Boston, Mashusetts, and (b) if the term
“Business Day” is used in connection with the AtipgsEurodollar Rate, means the foregoing only dhsday is also a day of year on which
dealings in United States dollar deposits are edmn in the London interbank market.

“ Capital Expenditure& With respect to any Person and for any peribd,dum of capital expenditures and payments undpitdlized
Leases of such Person for such period determingéd¢@msolidated in accordance with GAAP.
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“ Capitalized Leases With respect to any Person, leases of (or otlygeements conveying the right to use) any progfedtether real,
personal or mixed) by such Person as lessee thatcordance with GAAP, either would be requiretigalassified and accounted for as
capital leases on a balance sheet of such Persmthamwise be disclosed as such in a note to salembe sheet.

“ Change in Control: The date on which (a) in respect of the Origamadr the initial Servicer, (i) any Person or “gpdwacquires any
“beneficial ownership” (as such terms are definadar Rule 13d-3 of, and Regulation 13D under thehBrge Act), either directly or
indirectly, of stock or other equity interests ayanterest convertible into any such interestia Originator or Servicer having more than 1
percent (50%) of the voting power for the electidmlirectors of the Originator, or such Servicégny, under ordinary circumstances or
(i) (except in connection with any Permitted Séizaition Transaction) the Originator or initialiS8&cer sells, transfers, conveys, assigns or
otherwise disposes of all or substantially allre# Bssets of the Originator or Servicer or (bespect of the Borrower, Kohlberg Capital
ceases to own 100% of the stock or other equigrésts or any interest convertible into any sutérast in the Borrower.

“ Closing Date’”: February 14, 2007.
“ Code”: The Internal Revenue Code of 1986, as amended.

“ Collateral”: All right, title and interest, whether now owned hereafter acquired or arising, and whereveatledt, of the Borrower in
and to the property described_in clausegtiough (x) below and all accounts, cash and currency, chadigr, tangible chattel paper,
electronic chattel paper, copyrights, copyrightfises, equipment, fixtures, contract rights, gémei@ngibles, instruments, certificates of
deposit, certificated securities, uncertificatedusities, financial assets, securities entitlemerasnmercial tort claims, deposit accounts,
inventory, other goods, investment property, lettiecredit rights, documents, software, supportijgations, accessions, and all products
and proceeds of any of the foregoing, and othepgnty consisting of, arising out of, or relatedatty of the following (in each case excluding
the Retained Interest and the Excluded Amounts):

(i) the Transferred Loans, and all monies due dreicome due in payment of such Transferred Loarsndrafter the related Cut-
Off Date, including but not limited to all Colleotis and all obligations owed to the Originatorioithe case of a Third Party Acquired
Loan, to the Borrower in connection with such Lgans

(if) any Related Property securing or purportingégure the Transferred Loans, including the rélagurity interest granted by
the Obligor under such Transferred Loans, all peds€rom any sale or other disposition of such Redl&roperty;

(iii) all security interests, Liens, guaranties,rmaaties, letters of credit, accounts, securit@oants, deposit accounts or other
bank accounts, mortgages or other encumbrancegrapdrty subject thereto from time to time purpagtio secure payment of any
Transferred Loan, together with all UCC financitatements or similar filings relating thereto;
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(iv) all claims (including “claims” as defined inaBkruptcy Code § 101(5)), suits, causes of actiod,any other right of the
Borrower, whether known or unknown, against thategl Obligors, if any, or any of their respectivifillates, agents, representatives,
contractors, advisors, or any other Person thahjnway is based upon, arises out of or is relateshy of the foregoing, including, to
the extent permitted to be assigned under appidal, all claims (including contract claims, toldims, malpractice claims, and clai
under any law governing the purchase and sale @fidentures for, securities), suits, causes abacand any other right of the
Borrower against any attorney, accountant, findradaisor, or other Person arising under or in @mtion with the related Loan
Documents;

(v) all Insurance Policies, to the extent of therBwer’s rights thereto;

(vi) all cash, securities, or other property, alidetoffs and recoupments, received or effectedrtfpr the account of the
Borrower under such Transferred Loans (whethepfinrcipal, interest, fees, reimbursement obligatjar otherwise) after the related
Cut-Off Date, including all distributions obtainbg or through redemption, consummation of a plareofganization, restructuring,
liquidation, or otherwise of any related Obligortbe related Loan Documents, and all cash, seesyititerest, dividends, and other
property that may be exchanged for, or distributedollected with respect to, any of the foregoing;

(vii) the Loan Documents with respect to such Tfamed Loans;
(viii) the Master Participation Agreement with respto the initial Participations;

(ix) the Collection Account, the Reserve Accoumig ato the extent that amounts on deposit theneanatlited thereto relate to the
Transferred Loans, the Concentration Account, togrewvith all funds held in or credited to such aods, and all certificates and
instruments, if any, from time to time representimgevidencing each of the foregoing or such funds;

(x) any Hedging Agreement and any payment from tioéme due thereunder;

(xi) the Purchase Agreement and the assignmehgetdtustee on behalf of the Secured Parties &f@(T financing statements
filed by the Borrower against the Originator undein connection with the Purchase Agreement; and

(xii) all commitment fees received by or for theeagnt of the Borrower under any Transferred Lo&ias are Revolving Loans.

In no event shall Collateral include Warrant Assets



“ Collateral Quality Test: With respect to the Loans included in the Catat, on any Measurement Date, a test that isfigatiso long
as:

(i) the Diversity Score equal to or is greater th@mas of such date;

(i) the Weighted Average Spread is equal to oatgethan 3% as of such date;

(iii) the Weighted Average Moody’s Recovery Ratedgial to or greater than 25% as of such date;
(iv) the Weighted Average Moody’s Rating Factoedgial to or less than 5000 as of such date; and
(v) the Weighted Average Life is a date equal ttees than 84 months as of such date.

“ Collection Account’: An account established in accordance with Sectig(e).

“ Collection Date’: The date following the Termination Date on whitie Obligations have been reduced to zero andeadibly paid
in full other than contingent indemnification oldiipns.

“ Collection Period’: Each calendar month, except in the case ofitseCollection Period, the period beginning on @lesing Date to
and including the last day of the calendar montwhich the Closing Date occurs.

“ Collections™: (a) All cash collections or other cash proceesteived by the Borrower or by the Servicer or @agpr on behalf of the
Borrower from any source in payment of any amoomted in respect of a Transferred Loan, includingheut limitation, Interest
Collections, Principal Collections, Deemed Collens, Insurance Proceeds, interest earnings indied@ion Account, all Recoveries,
finance charges and all other charges, (b) all ansoreceived by the Borrower in connection with tiygurchase of an Ineligible Loan
pursuant to Section 2.18(bjc) any other funds received by or on behalhefBorrower with respect to any Transferred LoaRelated
Property including, without limitation, insurancayments and net proceeds of sale or other disposifirepossessed goods, and (d) all
payments received pursuant to any Hedging Agreeoradedge Transaction, but excluding, in the cdsgamses (a) (b) or (c), as
applicable, amounts in respect of any Retaineddsteand Excluded Amounts.

“ Commercial Paper Notés On any day, any short-term promissory notesasdsoy the Conduit Lenders in the commercial paper
market.

“ Commitment”: With respect to each Conduit Lender or Institngl Lender, the commitment of such Lender to mtkeances in
accordance herewith in an amount not to exceepri@) to the Termination Date, the amount set fayposite such Lender’'s name in Annex
B of this Agreement, under the heading “Commitnighg amount set forth as such Lender’s “Commitrhemt Schedule | to the Assignme
and Acceptance relating to such Lender, or the atnget forth as such Lender’'s “Commitment” on Sched to the Joinder
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Supplement relating to such Purchaser, as appéicabl (b) on and after the Termination Date, ttoeR&ita Share of such Conduit Lender or
Institutional Lender, as applicable, of the aggtegedvances Outstanding.

“ Commitment Termination Date With respect to each Lender, February 14, 2@t2uch later date as to which the Commitment
Termination Date for such Lender may be extendedpafirmed by such Lender to the Agent and byAtjent to the Borrower in writing
following a request by the Borrower in accordand\8ection 2.1(c)

“ Concentration Accourt Account number 1047-9006-3531 maintained inrtame of “Kohlberg Capital Corporation” with the
Concentration Account Bank for the purpose of ndogi Collections.

“ Concentration Account AgreemehtThe Concentration Account Agreement, dated aSetifruary 14, 2007, by and among U.S. Bank,
as Concentration Account Bank, and Kohlberg Capiimkuch agreement may be amended, modified, dyaupplemented or restated from
time to time.

“ Concentration Account Bank U.S. Bank, as Concentration Account Bank.

“ Concentration Limits: On any day, each of the following (calculatedtha basis of a percentage of the Aggregate Oulistgrh oan
Balance):

(a) the sum of the Outstanding Loan Balances dfililé Loans included in the Collateral to any ordigbr shall not exceed
$25,000,000;

(b) the sum of the Outstanding Loan Balances dfilile Loans included in the Collateral that havteriest due and payable no less
frequently than quarterly shall not be less tha# 90

(c) the sum of the Outstanding Loan Balances @il Loans included in the Collateral that areused by a security interest in a
material portion or all of the assets of the rala@bligor shall not be less than 70%;

(d) the sum of the Outstanding Loan Balances dfilddk Loans included in the Collateral which ard&ulinated Loans shall not exce
55%;

(e) the sum of the Outstanding Loan Balances @fililé Loans included in the Collateral the entirgipal amount of which is due in
single installment at the maturity of such Loanlishat exceed 80%;

(f) the sum of the Outstanding Loan Balances dfiBle Loans included in the Collateral which ard’loans shall not exceed 10%;

(9) the sum of the Outstanding Loan Balances afillk Loans included in the Collateral that havéeast a portion of the monthly or
quarterly interest that is due under such Loansipigyon a current basis by the Obligors therechsh (or such Obligors shall have other
Loans included as part of the Collateral that patyant monthly or quarterly interest on a curresdib in cash) shall not be less than 100%;
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(h) the sum of the Outstanding Loan Balances dfilile Loans included in the Collateral which ares&leing Loans shall not exceed
20%;

() the sum of the Outstanding Loan Balances djiBlé Loans included in the Collateral to Obligorsvhich the Originator holds a
direct or indirect ownership interest (on a fulljuted basis) of 10% or greater shall not exceek;10

(j) the sum of the Outstanding Loan Balances oEblgjible Loans included in the Collateral whicleaynrated Loans shall not exceed
10%; providedthat the sum of the Outstanding Loan Balances| dlajible Loans included in the Collateral whicreainrated pending
shadow rating shall not exceed 30%;

(k) the sum of the Outstanding Loan Balances dEhdjible Loans included in the Collateral whiclegrurchased as part of a portfolio
purchase of Loans and re-underwritten by the Sershall not exceed 30%;

() the sum of the Outstanding Loan Balances oEblgjible Loans included in the Collateral whichveaa Moody’s Rating below “Caal”
shall not exceed 20%;

(m) the sum of the Outstanding Loan Balances dElidfible Loans included in the Collateral whichveaoriginal terms to maturity of
greater than 8 years shall not exceed 10%;

(n) the sum of the Outstanding Loan Balances dbtlictured Finance Obligations included in thel&etal shall not exceed 5%;
(o) the sum of the Outstanding Loan Balances dfi@h Yield Bonds included in the Collateral shatit exceed 5%;

(p) the sum of the Outstanding Loan Balances dElidjible Loans included in the Collateral, the @bks of which are organized in
Canada, the Netherlands, the Channel Islands ddriited Kingdom shall not exceed 10%;

(q) the sum of the Outstanding Loan Balances dElifible Loans included in the Collateral that &ten-USD Loans shall not exceed
10%; providedthat all Collections received on Non-USD Loans kbalconverted into Dollars pursuant to the terfnsne or more Currency
Hedges Transactions in accordance with Sectiom};2(

(r) the sum of the Outstanding Loan Balances oEhdible Loans included in the Collateral, the @bl of which is organized in
Bermuda, shall not exceed 5%;

(s) the sum of the Outstanding Loan Balances dfililé Loans included in the Collateral that are Ifestate Loans shall not exceed
25%; provided that the sum of the Outstanding LBalances of Eligible Loans included in the Collat¢hat are Real Estate Construction
Loans shall not exceed 10%;
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(t) the sum of the Outstanding Loan Balances ofPatticipations (other than the Initial Participais) included in the Collateral shall 1
exceed (i) 0% at any time prior to the date th#tésearlier of (A) the 60th day following the Clog Date and (B) the date on which no Initial
Participations remain in the Collateral, and (# at any time thereafter; and

(u) the sum of the Outstanding Loan Balances dh#lkl Participations included in the Collatesdall not exceed an amount equal to
(i) $50,000,000 at any time during the 30-day mkfalowing the Closing Date, (ii) $15,000,000 atygime during the 30-day period
following the period specified in clause @nd (iii) $0 at any time thereatfter;

“ Conduit Lender: Each Lender designated as such on its signg@ge hereto and each financial institution, othantan Institutional
Lender, which may from time to time become a Lerdgeunder by executing and delivering to the Agiet Borrower and the Servicer
(a) an Assignment and Acceptance and a Transfatterlas contemplated by Section 120t {b) a Joinder Supplement as contemplated by

Section 2.1(e)

“ Contractual Obligatiori: With respect to any Person, means any provisiceny securities issued by such Person or anyninde,
mortgage, deed of trust, contract, undertakingg@gent, instrument or other document to which feson is a party or by which it or any
of its property is bound or is subject.

“ Converted Coupoft For each Loan (whether fixed or floating) thetei Non-USD Loan, as of any date of determinatamtio
(expressed as a percentage) of (a) the produdgttbi(current cash interest coupon rate on su@nl i) the Outstanding Loan Balance of
such Loan in the applicable currency) and (iii) 8ot FX Exchange Rate to (b) the Outstanding lBalance of such Loan (in Dollars
converted at the Spot FX Exchange Rate).

“ Converted Spreatl For each Floating Rate Loan that is a Non-USRh,cas of any date of determination, the exce¢a)dhe
Converted Coupon over (b) the Eurodollar Rate enddite of determination.

“ CP Payment Dat& Any maturity date of a tranche of Commercial Bapotes, the proceeds of which are used by a Gbbheunder to
fund Advances hereunder.

“ CP_Rate’: With respect to any Conduit Lender, for any AcalrPeriod, means (a) tiper annunrate equivalent to the weighted
average of th@er annunrates paid or payable by such Conduit Lender friame to time as interest on or otherwise in respéthose
Commercial Paper Notes issued by such Conduit Lrathdé are allocated, in whole or in part, by s@dnduit Lender’s agent to fund the
purchase or maintenance of an Advance during anuat®eriod as determined by such Conduit Lersdagent and reported to the Agent,
Borrower and the Servicer, which rates shall ineladd give effect to the commissions of placemganes and dealers in respect of such
Commercial Paper Notes, incremental carrying dostsrred with respect to such Commercial Paper Slotaturing on dates other than those
on which corresponding funds are received by sumid@it Lender, and any other costs associatedtivitlissuance of Commercial Paper
Notes, in each case to the extent such commisaimh®ther costs are allocated, in whole or in parsuch Commercial Paper Notes by s
Conduit Lender’s agentprovidedthat if any component of such rate is a discoutat, ra
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in calculating the “CP Rate” for such Accrual Pdrithe Conduit Lender (or its agent on its behstifll for such component use the rate
resulting from converting such discount rate tardarest bearing equivalent rgier annum provided furtheithat notwithstanding anything
in this Agreement or any other Transaction Docunetiie contrary, the Borrower agrees that any artsopayable to any Conduit Lender in
respect of Interest for any Accrual Period withpexst to any Advance funded by such Conduit LentltreaCP Rate shall include an amount
equal to the portion of the face amount of the tamiding Commercial Paper Notes issued to fund antaia such Advance that corresponds
to the portion of the proceeds of such CommercgidP Notes that was used to pay the interest coempaf maturing Commercial Paper
Notes issued to fund or maintain such Advancehéceixtent that such Conduit Lender had not recgegthents of interest in respect of s
interest component prior to the maturity date afsmaturing Commercial Paper Notes (for purposebeforegoing, the “interest
component” of promissory notes equals the excefizedface amount thereof over the net proceedsvextby such Conduit Lender from the
issuance of Commercial Paper Notes, except tisaicifi Commercial Paper Notes are issued on an stteearing basis its “interest
component” will equal the amount of interest acegudbn such Commercial Paper Notes through maturity)

“ Credit and Collection Policy: Those credit, collection, customer relation aedvice policies: (a) determined by the Borrowee, t
Originator and the initial Servicer as of the dag¢eeof relating to the Loans and related Loan Danits) described in Exhibit Gas the same
may be amended or modified from time to time inomdance with Section 7.9(gand (b) with respect to any Successor Serviber, t
collection procedures and policies of such perssrapproved by the Agent) at the time such Persoarbes Successor Servicer.

“ Currency Hedge Amourit On any day, with respect to any Non-USD Loamiggdiedged pursuant to a Currency Hedge Transaction,
an amount equal to the Outstanding Loan Balansaicti Non-USD Loan.

“ Currency Hedge TransactidnEach currency swap transaction, index rate sarapterest rate cap transaction or comparable
derivative arrangements as the Agent may approits discretion between the Borrower and a Hedgen@oparty that is entered into
pursuant to Section 5.2(bhd is governed by a Hedging Agreement.

“ Current Fixed Charges For any period, the sum of (i) total cash int#rexpense of an Obligor and its Subsidiaries imeation with
Indebtedness and any other obligations require@A%P to be shown as liabilities on the consolidatathnce sheet of an Obligor and its
Subsidiariesplus (i) all Scheduled Debt Amortization for such petjaus (iii) all scheduled payments on Capitalized Ledsesuch period
determined in accordance with GAAP; but includimgeach case, as applicable, all commissions, digsand other fees and charges in
connection with letters of credit and bankers’ ataeces and net costs or benefits under InterdstPRatection Agreements and excluding
any original issue discount related to the issuarfiédedebtedness pursuant to the applicable Loacubents.

“ Cut-Off Date”: With respect to each Transferred Loan, the datand after which Collections on such Transfetrean become
included as part of the Collateral.

“ Deemed Collectiori: Defined in Section 2.4
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“ Defaulted Loari: Any Transferred Loan:

(a) as to which (i) a default in the payment ofpipal and/or interest has occurred and is comtn(aving regard for any grace period
applicable to such Loan pursuant to the relatechl@acuments, subject to a maximum grace periodaféd/s and without giving effect to
any Servicer Advance thereon) or (ii) a defauleotthan a default specified in clause (aatpve has occurred and payment of all or a portion
of the principal of such Loan has been accelerasea result thereof;

(b) the Obligor of which is an obligor with respéatan outstanding loan that is subject to a desito the payment of principal and/or
interest that is continuing, and such loapasi passuor senior in right of payment with respect to thrarisferred Loan;

(c) as to which an Insolvency Event has occurretl vaspect to the related Obligor;
(d) that the Servicer has, in its reasonable coroig@atdiscretion declared a “Defaulted Loan”;
(e) that is rated “Ca” or lower by Moody’s; or

(f) that has been assigned a risk rating of “Graiden the Kohlberg Capital standard credit rating esdéalaccordance with the Credit ¢
Collection Policy, or has been otherwise writtehlnf the Servicer in accordance with the Credit @adlection Policy, it being understood
that for purposes of determining the Weighted AgerRating Factor, Defaulted Loans shall be assignading of “Ca”.

“ Default Ratio™: With respect to any Collection Period, the pettege equivalent of a fraction, calculated as effletermination Date
for such Collection Period, (a) the numerator ofolihis equal to the aggregate Outstanding LoanriBal@f all Defaulted Loans and (b) the
denominator of which is equal to the decimal edieinbof a fraction the numerator of which is equeathe sum of (i) the aggregate
Outstanding Loan Balance of all Eligible Loans irt#d as part of the Collateral as of the first dguch Collection Perioglus (ii) the
aggregate Outstanding Loan Balance of all Eligilwans included as part of the Collateral as ofldseday of such Collection Period and the
denominator of which is 2.

“ Derivatives”: Any exchange-traded or over-the-counter (a) famly future, option, swap, cap, collar, floor, igreexchange contract,
any combination thereof, whether for physical dativor cash settlement, relating to any interdst, iaterest rate index, currency, currency
exchange rate, currency exchange rate index, dststiment, debt price, debt index, depository umsent, depository price, depository index,
equity instrument, equity price, equity index, coauity, commodity price or commaodity index, (b) asiynilar transaction, contract,
instrument, undertaking or security, or (c) anyngaction, contract, instrument, undertaking or sgcaontaining any of the foregoing.

“ Determination Daté: The last day of each calendar month (whetheratra Business Day).
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“DIP Loan™: A loan to an Obligor that is a “debtor-in-possies” as defined under the Bankruptcy Code or stéiorganized under
the laws of the United States or any state thethefterms of which have been approved by a cdubmpetent jurisdiction, which order
provides that such DIP Loan is secured by liensopfal or senior priority on the property of the iQbi’s estate that is otherwise subject to a
lien or is secured by liens on the Obligor’'s otheewunencumbered assets.

“ Discount Loan” means any Loan that is not a Defaulted Loan aratguired by the Borrower for a purchase pridesd than 90% of
the outstanding principal amount (excluding any am@f principal attributable to interest paid Iretform of additional principal in
accordance with the terms of such Loan) of suchlLoa

“ Discretionary Salé: Defined in Section_2.19(a)

“ Discretionary Sale Daté The Business Day specified by the Borrower t® flgent, the Trustee and each Hedge Counterpagty in
Discretionary Sale Notice as the proposed dateRiseretionary Sale.

“ Discretionary Sale Notic& Defined in Section_2.19(a)

“ Diversity Score’”: The single number that indicates collateral enteation for Loans in terms of both Obligor andustry
concentration, which is calculated as describeéinnex Cattached hereto.

“ Dollars ": Means, and the conventional “$&ignifies, the lawful currency of the United Stat

“ EBITDA ": For any period, EBITplusthe amount of all depreciation and amortizationemge deducted in determining net income for
such period, which will include adjustments deemestsonable by the Servicer and in accordance hétlservicer's underwriting
methodology and in accordance with the Credit aalleCtion Policy.

“ EBIT ": For any period, net income for such permdsthe interest on Indebtedness, provisions for tiesed on income, and any
extraordinary losses for such periotinusany extraordinary gains for such period, but withadjustment for any noncash income or nont
charges that are classified as such under GAAP.

Eligible Loan”: On any date of determination, any Loan thats$as each of the following requirements (it beimglerstood that the
determination of whether a Loan is an Eligible Leaall be made on the Cut-Off Date for such Loan):

(i) the Loan (other than in the case of a Notelas) is evidenced by a promissory note that has loeily authorized and that,
together with the related Loan Documents, is ihffuice and effect and constitutes the legal, vahid binding obligation of the Obligor
of such Loan to pay the stated amount of the Lomhiaterest thereon, and the related Loan Docunsertenforceable against such
Obligor in accordance with their respective terms;
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(i) the Loan was (&) originated in accordance i terms of the Credit and Collection Policy andse in the ordinary course of
the Originator’s business, (b) was purchased anshderwritten by the Originator or (c) acquiredtbhg Originator or Borrower directly
from a third party;

(iii) the Loan has an original term to maturityrad more than 10 years, and is either fully amortjzn installments (which
installments need not be in identical amounts) sueh term or the principal amount thereof is dua single installment at the end of
such term, or the Loan is a Revolving Loan;

(iv) the Loan is not a loan or extension of cred#de by the Originator or one of its Affiliatesan Obligor for the purpose of
making any principal, interest (other than defeiiredrest) or other payment on a loan to the sal@@r necessary in order to keep
such loan from becoming delinquent and such Loawideing kept current by the Originator or oné®ffiliates making other Loar
to the Obligor. For the avoidance of doubt, nothimghis clause (iv)shall restrict the Originator from refinancing losawhich it has
originated or underwritten if such refinancingnghe ordinary course of the Originator’s businesd does not result from the
Originator’s inability to make timely payments aircipal of, or interest on, the Loans;

(v) other than in the case of a Third Party Acadiitean, the Obligor of such Loan has executedpdt@priate documentation
required by the Originator. The Obligor of such hdacluding any Third Party Agented Loan) has aikbf the Originator’s eligibility
requirements, in each case as required by, anctordance with, the Credit and Collection Policy;

(vi) no right of rescission, set off, counterclaidefense or other material dispute has been adseitte respect to such Loan;

(vii) the Loan was documented and closed (or, gatethe case of a Third Party Acquired Loan, acegli in accordance with the
Credit and Collection Policy, and, other than ie tase of a Noteless Loan, there is only one cuomréginal promissory note
representing the portion of such Loan constitutingransferred Loan, which has been delivered tdthstee, duly endorsed as
collateral;

(viii) the Loan has not been modified or extendedny way unless in the normal course of businesg¢ordance with the
Originator’s or the Servicer's policies and procetuand unless such modification did not materiatlyersely affect the Loan’s
otherwise eligible status or its collectibility;

(i) such Loan does not represent payment obligatielating to “put” rights relating to Margin Stgc

(x) the Loan, together with the Loan Documentsteglahereto, was originated (or, solely in the aafsa Third Party Acquired
Loan, acquired) in accordance with and does natraeane in any material respect any Applicable I(eeluding, without limitation,
laws, rules and regulations relating to usury, pted/ lending, truth in lending, fair credit bilgnfair credit reporting, equal credit
opportunity, fair debt
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collection practices and privacy) and with resgeathich, to the Borrower’s or the Servicer’s knedde, no party to the Loan
Documents related thereto is in material violatidrany such Applicable Law;

(xi) the Loan bears some current interest, whidluis and payable monthly or quarterly;

(xii) for purposes of each Advance made with respesuch Loan, no payment of principal or inte@sportion thereof is more
than ten days past due as of the applicable CubDéx;

(xiii) the Loan is denominated and payable onlg iRermitted Currency;
(xiv) the Obligor with respect to such Loan is digible Obligor;

(xv) the Loan Documents with respect to such Laaquire the related Obligor to provide ongoing ficiahinformation to the
Originator, including, without limitation, quartgrfinancial statements, annual audited financialeshents audited by an Independent
third-party auditor, and ongoing covenant compleoertificates;

(xvi) a third party audit or due diligence has bpenformed with respect to Agented Loans to thisfeation of the Originator.
With respect to all other Loans (including LoansenhKohlberg Capital is a member of the initialdirg group), audit or due diligence
has been performed by the relevant loan agentwtyesponsor to the satisfaction of the Originafidrie Obligor has agreed to provide
the Servicer or a Successor Servicer with rightagpect any Records or Related Property;

(xvii) the Loan, if it is a PIK Loan, has a currarash coupon of not less than 5%;

(xviii) the Loan does not by its terms permit treyment obligation of the Obligor thereunder to baverted into or exchanged i
equity capital of such Obligor;

(xix) the Loan is not a security or obligation whagpayment is subject to substantial non-cretiitad risk as determined by the
Servicer in its reasonable business judgment;

(xx) the Loan, together with the Loan Documentatasd thereto, is a “general intangible”, an “instant”, a “payment intangible”
an “account” or “chattel paper” within the meanioigthe UCC of all jurisdictions that govern the feetion of the security interest
granted therein;

(xxi) all material consents, licenses, approvalauthorizations of, or registrations or declaratiarnth, any Governmental
Authority required to be obtained, effected or give connection with the making of such Loan hagerbduly obtained, effected or
given and are in full force and effect;
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(xxii) any applicable taxes in connection with thensfer of such Loan have been paid and the Obltige been given any
assurances (including with respect to the paymemapsfer taxes and compliance with securitieslan@quired by the Loan Docume
in connection with the transfer of the Loan;

(xxiii) the Loan, together with the related Loanddenents, is fully assignable, (and, if such Loaseisured by an interest in real
property, an Assignment of Mortgage has been d&d/é the Trustee or to a collateral agent pursigathe terms of such Loan);

(xxiv) the Loan and the Borrower’s interest inrallated Collateral and Related Property are freengfLiens, except for Permitted
Liens and all filings and other actions requiregéafect the security interest of (a) the Trustedehalf of the Secured Parties, in the
Collateral have been made or taken and (b) indéise of Agented Loans, the collateral agent, astdgeall lenders to the related
Obligor, in the Related Property, have been madekan;

(xxv) any Related Property with respect to suchrLisansured in accordance with the Credit and &xilbn Policy;

(xxvi) the Obligor of such Loan is legally respduisifor all taxes relating to the Related Propeaityd all payments in respect of
the Loan are required to be made free and cleandfwithout deduction or withholding for or on aaat of, any taxes, unless such
withholding or deduction is required by Applicalhlaw in which case the Obligor thereof is requiredrtake “gross-up” payments that
cover the full amount of any such withholding tar@san after-tax basis (taking into account allilatée credits or deductions
attributable to the payment or accrual of suchggxe

(xxvii) neither the Loan nor any portion of the BReld Property constitute Margin Stock;

(xxviii) the Obligor of such Loan has waived alyts of set-off and/or counterclaim against thgiagtor of the Loan and all
assignees thereof;

(xxix) the Loan has been determined by the Sentiwée, or, in accordance with the Credit and Qtilbe Policy, should have
been determined by the Servicer to be, classifidubaing a risk rating of “Grade 4” or better;

(xxx) as of the date on which such Loan becomesgiahe Collateral, the Collateral Quality Tessaisfied;providedthat if
immediately prior to such date, the Collateral Qualest was not satisfied, such test is maintaioreitnproved after giving effect to the
inclusion of such Loan in the Collateral;

(xxxi) the Loan is not a Project Finance Obligation

(xxxii) in the case of a Real Estate Constructioamh, such Loan has a publicly available Assighedd§ts Rating or a publicly
available Assigned S&P Rating as of its Cut-Off &at
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(xxxiii) with respect to Agented Loans, the relatexhn Documents (a) shall include a note purchgseeanent or loan agreement
containing provisions relating to the appointmerd duties of a payment agent and a collateral aaymhintercreditor and (if applicab
subordination provisions substantially similare forms provided to and approved by the Agentatathed hereto as Exhibit, Bnd
(b) are duly authorized, fully and properly execduséad are the valid, binding and unconditional pagtrobligation of the Obligor
thereof;

(xxxiv) with respect to Agented Loans, the Origoratas been appointed the collateral agent ofghergy (if any) and the
payment agent for all such loans prior to such Ag@ghoan becoming a part of the Collateral,

(xxxv) with respect to Agented Loans, if the ensgrving as the collateral agent of the securityafbsyndicated loans of the
Obligor has or will change from the time of thegimiation of the loans, all appropriate assignmehtbe collateral agent’s rights in and
to the collateral on behalf of the lenders haventeeecuted and filed or recorded as appropriate fwisuch Agented Loan becoming a
part of the Collateral;

(xxxvi) with respect to Agented Loans, all requireatifications, if any, have been given to the attal agent, the payment agent
and any other parties required by the Loan Docusp@md all required consents, if any, have beeairdd with respect to, the
Originator’s assignment of the Agented Loans aredQ@higinators right, title and interest in the Related Propéstthe Borrower and tt
Trustee’s security interest therein on behalf ef 8ecured Parties;

(xxxvii) with respect to Agented Loans, the rightcontrol the actions of and to replace the calidtegent and/or the paying agent
of the syndicated loans is by the Loan Majority;

(xxxviii) with respect to Agented Loans, all syndied loans of the Obligor of the same priority eiess-defaulted, the Related
Property securing such loans is held by the cabihtegent for the benefit of all holders of the digated loans and all holders of such
loans (a) have an undivided interest in the caltdtsecuring such loans, (b) share in the proceétle sale or other disposition of such
collateral on gro ratabasis and (c) may transfer or assign their rigth, &and interest in the Related Property; and

(xxxix) all information on the Loan List delivered the Agent with respect to such Loan is trueramirand complete.

“

Eligible Obligor”: On any day, any Obligor that satisfies eachhef following requirements at all times:
(i) such Obligor’s primary business is not in thelear waste or bio-tech industries;

(if) such Obligor is not a natural person and isgal operating entity, duly organized and valigkfsting under the laws of a
Moody’s Group | Country or Bermuda;
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(iii) such Obligor is not an Affiliate of any of ¢hparties hereto;

(iv) such Obligor’s principal office and any Reldteroperty are located in a Moody’s Group | Country

(v) no other Loan of such Obligor with an Outstangdioan Balance in excess of $1,000,000 is mone 4%adays past due;
(vi) such Obligor is not a Governmental Authority;

(vii) such Obligor is in compliance with all matgrierms and conditions of its Loan Documents; and

(viii) either (a) such Obligor and/or its operatisigpsidiaries each have an Operating History ipriteary business of at least th
years from the date of its incorporation or forroator (b) the chief executive officer and/or presitlof such Obligor has individually at
least three years of management-level experientteeiprimary business in which the Obligor operates

“ Equity Contribution”: As of any date of determination, an amount eqodhe excess, if any, of (a) the sum of (i) ttggregate
Purchased Loan Balance on such géus (i) all Principal Collections on deposit in theifripal Collection Account on such datsjer
(b) the Advances Outstanding on such date.

“ERISA " The U.S. Employee Retirement Income Security éfct974, as amended from time to time, and thaledigpns
promulgated, and rulings and interpretations isgsheceunder.

“ ERISA Affiliate ": (a) Any corporation that is a member of the saroetrolled group of corporations (within the meanof
Section 414(b) of the Code) as the Borrower; (tsade or business (whether or not incorporatedgundmmon control (within the meaning
of Section 414(c) of the Code) with the Borrowe{@ra member of the same affiliated service grgwithin the meaning of Section 414(m)
of the Code) as the Borrower, any corporation diesdrin clause (a) above or any trade or businessribed in clause (babove.

“ Estimated Payment Amouiit As of each Determination Date, an amount (t@hleulated by the Servicer in good faith in its
reasonable judgment) equal to the sum of the fatigi(a) the Interest, (b) the Program Fee, (c)Rhellity Fee, (d) the Servicing Fee, (e) the
Backup Servicer Fee and (f) the Trustee Fee, emelstanated by the Servicer to be due and payabikeonext succeeding Payment Date;
providedthat, notwithstanding the foregoing, in no everthaiit the prior written approval of the Agent shhb Estimated Payment Amount
be less than the product of (i) 1.1 and (ii) thensf the Interest, the Program Fee, the Facility, Fiee Servicing Fee, the Backup Servicer Fee
and the Trustee Fee actually due and payable oRament Date with respect to the preceding Catied®eriod.

“ Euro”: The lawful currency of the Participating Meml&tates.
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“ Eurocurrency Liabilities: Defined in Regulation D of the Board of Goversaf the Federal Reserve System, as in effect fim@ to
time.

“ Eurodollar Rat€’: For any Accrual Period and any Advance, an isérateper annumequal to:

(a) the rate appearing on Reuters Page 248 andch@4fplicable, for deposits in Euro as of 11:00. &russels time two TARGET Da
before the applicable Funding Date (with respedthéoinitial Accrual Period for such Advance) amnsfTARGET Days before the first day
the applicable Accrual Period (with respect tosalbsequent Accrual Periods for such Advance); or

(b) if no rate appears on Reuters Page 248 anda®4pplicable, at such time and day, then thedelles Rate shall be determined by
the Agent as its rate (each such determinatiorgrdlmeanifest error, to be conclusive and bindinglbparties hereto and their assignees) at
which one-month deposits in Euro are being, haesper would be offered or quoted by the Agent sganbanks in the applicable interbank
market for deposits in Euro at or about 11:00 &8rassels time on such day.

“ Eurodollar Disruption Evert The occurrence of any of the following: (a) dnguidity Bank or any Institutional Lender shallvea
notified the Agent of a determination by such Lijty Bank, any of its assignees or participantssuath Institutional Lender, that it would be
contrary to law or to the directive of any centrahk or other Governmental Authority (whether or maving the force of law) to obtain
Dollars in the London interbank market to fund #&udvance, (b) any Liquidity Bank or any Institutidiaender shall have notified the Agent
of the inability, for any reason, of such LiquidBank, any of its assignees or participants, ohdostitutional Lender, to determine the
Adjusted Eurodollar Rate, (c) any Liquidity Bankaory Institutional Lender shall have notified thgeit of a determination by such Liquic
Bank, any of its assignees or participants, or sostitutional Lender, that the rate at which de{sosf Dollars are being offered to such
Liquidity Bank, any of its assignees or particigaat such Institutional Lender in the London interk market does not accurately reflect the
cost to such Liquidity Bank, such assignee or qatticipant, or such Institutional Lender, of makifunding or maintaining any Advance or
(d) any Liquidity Bank or Institutional Lender shhave notified the Agent of the inability of suctguidity Bank, any of its assignees or
participants, or such Institutional Lender, to aibfaollars in the London interbank market to makmd or maintain any Advance.

“ Eurodollar Reserve Percentajd-or any period, means the reserve percentagedesed as a decimal, rounded upward to the next
1/100% of one percent (0.01%)), if any, applicable dursgh period (or, if more than one such percenthgh se so applicable, the daily
average of such percentages for those days inperadd during which any such percentage shall bepgticable) under regulations issued
from time to time by the Board of Governors of frerleral Reserve System (or any successor) fomdigiieg the maximum reserve
requirement (including, without limitation, any llasmergency, supplemental, marginal or othemrveseequirements) with respect to
liabilities or assets consisting of or includingr&eurrency Liabilities having a term of one, twotlbree months.
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“ Exchange Act: The Securities Exchange Act of 1934, as amended.

“ Excluded Amounts: Any Collections received with respect to Repurchdseans, Replaced Loans or Loans which are thessubj ¢
Lien Release Dividend or a Discretionary Sale ®dhktent such Collections are attributable to & tifier the effective date of such
repurchase, substitution, Lien Release DividenDiscretionary Sale.

“ Facility Amount”: $200,000,000, as such amount may vary from tionéme upon the written agreement of the parterto;
provided thaion or after the Termination Date, the Facility Ambshall be $0.

“

Facility Fee”: Defined in the Fee Letter.

“ Fair Market Value: As of any date of determination with respect tohealigible Loan included in the Collateral, if suElgible Loar
has been reduced in value on such date of detetiotinaelow the original principal amount (othernhas a result of the allocation of a por
of the original principal amount to warrants), fhe& market value of such Eligible Loan, as detewai in accordance with the quarterly loan
grading and asset valuation functions specifietthénCredit and Collection Policy, and as requingdamd in accordance with, the 1940 Act
and any orders of the Securities and Exchange Cssioni issued to the Originator, to be determinethbyaluation Committee and
approved by the Board of Directors of the Origimaod as may be reviewed by its auditors.

“ Fairway": Fairway Finance Company, LLC, as Conduit Lenkiereunder.
“ EATE ": Defined in_Section 4.1(jj)

“ Federal Funds Rate For any period, a fluctuating interest rater annumequal for each day during such period to the weidht
average of the federal funds rates as quoted bsgleat and confirmed in Federal Reserve Board Siedi Release H.15 (519) or any
successor or substitute publication selected bytent (or, if such day is not a Business Day tifier preceding Business Day), or, if, for any
reason, such rate is not available on any dayateedetermined, in the sole opinion of the Agerti¢ the rate at which federal funds are b
offered for sale in the national federal funds neaik 9:00 a.m. (New York City time)

“ Fee Letter: The Fee Letter, dated as of the date hereof ngntiee Borrower, the Servicer, the Agent, as satthrl may be amended,
supplemented, modified, waived or restated fronetimtime.

“ Federal Reserve BoafdThe Board of Governors of the Federal Reserva&y.

“ Financial Sponsot: Any Person, including any subsidiary of suchgmer, whose principal business activity is acquirmgding and
selling investments (including controlling inter®sin otherwise unrelated companies that are diskagal entities with separate management,
books, records and bank accounts, whose operatiensot integrated with one another and whose ¢imhnondition and creditworthiness i
independent of the other companies owned by surdoRe
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“ Fixed Charge Coverage RatioFor any twelve-month period, the ratio of (i) HBA of an Obligor and its Subsidiaries on a
consolidated basis during such pends scheduled payments on Capitalized Leases includdtwicomputation of EBITDA for such period
minusCapital Expenditures during such perinéhusTaxes paid in cash during such period to (ii) therént Fixed Charges during such
period.

“ Fixed Rate Loari: A Transferred Loan that is other than a Floatitege Loan.

“ Fixed Rate Loan PercentafjeAs of any date of determination, the percentageivalent of a fraction (i) the numerator of whish
equal to the sum of the Outstanding Loan Balantedl &ixed Rate Loans as of such date and (ii)d@&eominator of which is equal to the
Aggregate Outstanding Loan Balance as of such date.

“ Floating Rate Loari: A Transferred Loan where the interest rate péy/aly the Obligor thereof is based on the primerigdt rate
(daily rate) or the London interbank offered raiag-month, two-month, three-month, six-month orlteenonth rateplussome specified
interest percentage in addition thereto, and suahsferred Loan provides that such interest raller@get periodically upon any change in the
related prime interest rate or London interbankiaff rate.

“ Funding Date’: Any Business Day on which an Advance is made.
“ Funding Request A Borrower Notice requesting an Advance and urthg the items required by Section 2.2

“ GAAP ": Generally accepted accounting principles inlthted States of America. All ratios and computasibased on GAAP
contained in this Agreement shall be computed mfawnity with GAAP as in effect on the date hereof.

“ Governmental Authority: Any nation or government, any state or otheiitfal subdivision thereof, any central bank (an#ar
monetary or regulatory authority) thereof, any tyreixercising executive, legislative, judicial, tégtory or administrative functions of or
pertaining to government, any court or arbitrated any accounting board or authority (whether dranpart of the government) which is
responsible for the establishment or interpretatibnational or international accounting principles

“ Grant”: To grant, bargain, sell, warrant, alienate, reeidemise, release, convey, assign, transfergaget pledge, create and grant a
security interest in and right of set-off agaim&posit, set over and confirm. A Grant of any imstent, shall include all rights, powers and
options (but none of the obligations) of the gnagfparty thereunder, including without limitatidghe immediate and continuing right to claim
for, collect, receive and give receipt for prindipad interest payments in respect thereof, andtair monies payable thereunder, to give and
receive notices and other communications, to makigexs or other agreements, to exercise all rightsoptions, to bring any suit in equity,
action at law or other judicial or administrativepeeding in the name of the granting party or wtise, and generally to do and receive
anything that the granting party may be entitleddoor receive thereunder or with respect thereto.
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“ Hedge Breakage CostsWith respect to each Hedge Counterparty uporetiity termination of any Hedge Transaction withtsu
Hedge Counterparty, the net amount, if any, payaplihe Borrower to such Hedge Counterparty foready termination of that Hedge
Transaction or any portion thereof.

“ Hedge Collateral: Defined in Section 5.2(c)

“ Hedge Counterpartyy Means (a) Bank of Montreal and (b) any otheiitgrihat (i) on the date of entering into any Hedgansaction
(x) is an interest rate swap dealer that has bpproged in writing by the Agent (which approval Bmat be unreasonably withheld), and
(y) has a long-term unsecured debt rating of rex than “A” by S&P and not less than “A2” by Moosdythe “ Longterm Rating
Requirement) and a short-term unsecured debt rating of neg than “A-1" by S&P and not less than “P-1" by Megts (the “ Shortterm
Rating Requiremenri), (ii) in a Hedging Agreement (x) consents to #esignment of the Borrower’s rights under the hHiegld\greement to
the Trustee on behalf of the Secured Parties patsagection 5.2(cand (y) agrees that in the event that Moody’s oP3$&duces its long-
term unsecured debt rating below the Long-termrigaliequirement, it shall either collateralize idigations in a manner satisfactory to the
Agent or transfer its rights and obligations unelech Hedging Agreement (excluding, however, anytiig net payments or Hedge Breakage
Costs under any Hedge Transaction, to the extemtied to such date or to accrue thereafter andgteithe transferring Hedge Counterp
as of the date of such transfer) to another etitdy meets the requirements_of clauses (BJ{@_(b)(ii)hereof and has entered into a Hedging
Agreement with the Borrower on or prior to the daftsuch transfer, and (iii) is a QIB.

“ Hedge Percentade On any day (a) prior to the occurrence of artast Rate Hedge Trigger, 0%, and (b) on or dfieidy on which
an Interest Rate Hedge Trigger occurs, 100%.

“ Hedge Transactioft Each Interest Rate Hedge Transaction and eacteiey Hedge Transaction.

“ Hedging Agreemerit Each agreement between the Borrower and a HEdgaterparty that governs one or more Hedge Traiosac
entered into by the Borrower and such Hedge Copatsr pursuant to Section 5.2@)5.2(b), as applicable, which agreement shall consist
of a “Master Agreement” in a form published by th&ernational Swaps and Derivatives Association,,ltogether with a “Schedule” thereto
substantially in the form of Exhibit# or H-2 hereto or such other forms as the Agent shall agpirowriting, and each “Confirmation”
thereunder confirming the specific terms of eaathddedge Transaction.

“ High Yield Bond”: A high yield debt obligation of corporations,rp@erships or other entities that is unrated ceddtelow Investment
Grade.

“ Increased Costs Any amounts required to be paid by the Borroweean Affected Party pursuant to Section 2.13

“ Indebtedness: With respect to any Person as of any date, wdrath not reflected on the balance sheet or corbpmstatement of
financial position of such Person, (a) all indeliess of such Person as well as any special pugmiitg Subsidiaries of such Person for
borrowed money or for the deferred purchase prigeaperty or services (other than current
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liabilities incurred in the ordinary course of husés and payable in accordance with customary fragices) or that is evidenced by a note,
bond, debenture or similar instrument (includingheut limitation, any note, bond, debenture oriEminstrument issued in connection with
a securitization transaction), (b) all obligati@isuch Person under capital leases, (c) all otitiga of such Person in respect of bank
acceptances issued or created for the accounthbfRerson, (d) all liabilities secured by any Lieanany property owned by such Person even
though such Person has not assumed or otherwisenied@ble for the payment thereof, and (e) alklmgdness, obligations or liabilities of
that Person in respect of Derivatives, determireedfauch date on a net mark to market basis iordaace with customary market practice
and (f) obligations under direct or indirect gudi@sin respect of obligations (contingent or ot¥iee) to purchase or otherwise acquire, or to
otherwise assure a creditor against loss in reggectauses (aYhrough (f) above.

“ Indemnified Amounts: Defined in Section 10.1

“ Indemnified Partie$: Defined in Section 10.1

“ Independent: As to any Person, any other Person (includinghie case of an accountant, or lawyer, a firmcebantants or lawyers
and any member thereof or an investment bank apdnamber thereof) who (i) does not have and iscoaimitted to acquire any material
direct or any material indirect financial inter@ssuch Person or in any Affiliate of such Persaimg (ii) is not connected with such Person as
an Officer, employee, promoter, underwriter, votingstee, partner, director or Person performinglar functions. “Independentiyhen use
with respect to any accountant, may include anwatzmt who audited the books of such Person iflditeon to satisfying the criteria set fol
above the accountant is independent with respesticb Person within the meaning of Rule 101 oiGhde of Ethics of the American
Institute of Certified Public Accountants.

“ Independent Managér Defined in Section 4.1(t)(xxvii)

“ Industry”: The industry of an Obligor as determined by refece to the four digit standard industry clasatiizn (SIC) codes.

“ Ineligible Loan”: Defined in_Section 2.18(b)(i)

“ Initial Advance”: The first Advance.

“ Initial Participation”: A participation interest, granted on or abou tblosing Date by the Originator in all or a pantiaf an Eligible
Loan held by the Originator as of such date, wisicall be converted into a full assignment withindd@s following the Closing Date.

“ Insolvency Event: With respect to a specified Person, (a) thadjlof a decree or order for relief by a court hgyjurisdiction in the
premises in respect of such Person or any substaatit of its property in an involuntary case unaey applicable Insolvency Law now or
hereafter in effect, or appointing a receiver, ilifgttor, assignee, custodian, trustee, sequestratimilar official for such Person or for any
substantial part of its property, or ordering thading-up or liquidation of such Person’s affamged such decree or order shall remain
unstayed and in effect for a period of 60 conseeutliays; or (b) the commencement by
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such Person of a voluntary case under any appéidabblvency Law now or hereafter in effect, or thasent by such Person to the entry of
an order for relief in an involuntary case undey anch law, or the consent by such Person to theiagment of or taking possession by a
receiver, liquidator, assignee, custodian, trustequestrator or similar official for such Persorion any substantial part of its property, or the
making by such Person of any general assignmetihéobenefit of creditors, or the failure by suerddn generally to pay its debts as such
debts become due, or the taking of action by swrhdn in furtherance of any of the foregoing.

“ Insolvency Laws": The Bankruptcy Code and all other applicableiéation, conservatorship, bankruptcy, moratorium,
rearrangement, receivership, insolvency, reorgéinizasuspension of payments, or similar debtaeféhdws from time to time in effect
affecting the rights of creditors generally.

“ Insolvency Proceeding Any case, action or proceeding before any couGovernmental Authority relating to an Insolverieyent.

“ Institutional Lender’: Each Lender designated as such on its signg@iage hereto and each financial institution, othenta Conduit
Lender, which may from time to time become a Lerdgeunder by executing and delivering to the Agiet Borrower and the Servicer
(a) an Assignment and Acceptance and a Transfeztterlas contemplated by Section 12.17 or (b) rrdé&oiSupplement to the Agent and the
Borrower as contemplated by Section 2.1(e).

“ Insurance Policy: With respect to any Transferred Loan included e@wllateral, an insurance policy covering physitzthage to ¢
loss to any assets or Related Property of the @bsigcuring such Transferred Loan.

“ Insurance ProceedsAny amounts payable or any payments made td@tireower or to the Servicer on its behalf under Brgurance
Policy.

“ Intercreditor Agreement The Intercreditor and Concentration Account Adisfration Agreement, dated as of February 14, 2007
among U.S. Bank, as the Concentration Account Bamikas the account custodian, each securitizagientahat from time to time executes a
joinder thereto, and Kohlberg Capital, as Origina@riginal Servicer and Concentration Account & as such agreement may
amended, modified, waived, supplemented or resfabed time to time.

“ Interest”: For each Accrual Period and each Advance outlitanduring such Accrual Period, the sum of thedpiats (for each day
during such Accrual Period) of:

IR= Px L
n
where:
IR = the Interest Rate applicable on such day;
P = the principal amount of such Advance ochsday; and
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D = 360 or, to the extent the Interest Rateaised on the Base Rate, 365 or 366 days, as aplglic

providedthat (i) no provision of this Agreement shall regubr permit the collection of Interest in excebthe maximum permitted by
Applicable Law and (i) Interest shall not be catesied paid by any distribution if at any time sdéstribution is rescinded or must otherwise
be returned for any reason.

“ Interest Collection Accourit The subaccount of the Collection Account intoigfhall Interest Collections are deposited by the
Borrower or the Servicer on behalf of the Borroweaccordance with Section 2.9

“ Interest Collection$: Any and all amounts (not constituting Princifgadllections) received on a Transferred Loan frororbehalf of
any Obligors that are deposited into the Collecf\aeount, or received by the Borrower or by theviger or Originator on behalf of the
Borrower in respect of Transferred Loans and, gdtal purposes of calculating the Portfolio Yietthy and all amounts accrued in respect of
any fees and other charges (but only to the estartt fees are not part of the Retained Intereseoe not received during such Collection
Period) owed by any Obligor in respect of any BligiLoan (net of any payment owed by the Borroweganhd including any receipts from,
any Hedge counterpatrties).

“ Interest Raté: For each Accrual Period and for each Advancetamiding for each day during such Accrual Period:

(a) to the extent the applicable Conduit Lenderfbaded the Advance through the issuance of ComaléPaper Notes, a rate equal to
the applicable CP Rate; or

(b) to the extent the applicable Conduit Lendelnstitutional Lender did not fund the Advance thgbuhe issuance of Commercial
Paper Notes, a rate equal to the Alternative Rate;

providedthat: (i) the Interest Rate shall be the Base Ratany Accrual Period for any Advance as to whacBonduit Lender has funded the
making or maintenance thereof by a sale of anéstaherein to any Liquidity Bank under the apgiieaLiquidity Purchase Agreement on .
day other than the first day of such Accrual Pedad without giving such Liquidity Bank at leastohBusiness Days’ prior notice of such
assignment; (ii) the Interest Rate shall be theeBRate if such Conduit Lender or Liquidity Bank lshave notified the Agent that a
Eurodollar Disruption Event has occurred; and {iig Interest Rate shall be the applicable Printe Rlais 0.75% for each day during any
Accrual Period following the occurrence of a Teration Event that is continuing.

“ Interest Rate Hedge AmouhtOn any day, an amount equal to the excess )if ah(a) the aggregate Outstanding Loan Balanasl of
Eligible Loans in the Collateral that are Fixed&khbans over (b) the product of (i) 10% and (i§ #hggregate Outstanding Loan Balance.

“ Interest Rate Hedge Amount Notional Bahd\s of any date of determination, the maximum amdoynivhich the Interest Rate Hed
Notional Amount may exceed or be less than theywbdf the Hedge Percentage and the Interest RedgéiAmount, as agreed by !
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Agent in its sole discretiomrovidedthat such Interest Rate Hedge Amount Notional Bsrall in no event permit the Interest Rate Hedge
Notional Amount to exceed or be less than the prbdfithe Hedge Percentage and the Interest RalgdH&mount by an amount greater t
10% of the aggregate Outstanding Loan Balancel &fligible Loans in the Collateral that are Fixedt® Loans as of such date.

“ Interest Rate Hedge Notional AmouhtThe aggregate notional amount in effect on anyutaler all Interest Rate Hedge Transact
entered into pursuant to Section 5.2(t#)at have not matured, been terminated or cattell

“ Interest Rate Hedge TransactibrEach interest rate swap, index rate swap orésterate cap transaction or comparable derivative
arrangements as the Agent may approve in its disarbetween the Borrower and a Hedge Counterthatyis entered into pursuant to
Section 5.2(agnd is governed by an Interest Rate Hedging Agraéme

“ Interest Rate Hedge Trigg&rAn event occurring when the Fixed Rate Loan Betage is greater than 10%.

“ Interest Rate Protection Agreeménfny interest rate swap, interest rate cap, iserate collar or other interest rate hedging
agreement or arrangement.

“ Investment’: With respect to any Person, any direct or inclilean, advance or investment by such Personyirodrer Person,
whether by means of share purchase, capital coitiily loan or otherwise, excluding the acquisitidrassets pursuant to the Purchase
Agreement and excluding commission, travel andlaimaidvances to officers, employees and direct@denin the ordinary course of
business.

“ Investment Grad& An S&P Rating of “BBB-" or better, or a MoodyRating of “Baa3” or better.

“ ISDA Definitions™: The 2000 ISDA Definitions, as published by ti¢elrnational Swaps and Derivatives Association, Inc

“ Joinder Supplemerit An agreement among the Borrower, the Servicérerder and the Agent in the form of Exhibitdrthis
Agreement (appropriately completed) delivered inrextion with a Person becoming a Lender hereuaftier the Closing Date, as
contemplated by Section 2.1(e)

“ Junior Secured Loah Any Loan that (i) is secured by a second priotiten on substantially all the obligor’'s assetsstituting
collateral for the Loan and (ii) contains provissahat, upon the occurrence of an event of detmder the related Loan Documents or in the
case of any liquidation or foreclosure on the exdatollateral, the Borrower’s portion of such Laeould be paid only after certain other
lenders party to such Loan and having a first fisidtien over the collateral securing such Loan @aa in full.

“ Kohlberg Capital: Defined in the Preamble
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“ Large Middle Market Loari: Any Loan issued as part of a loan facility wéh original loan size (including any first and settdien
loans included in the facility) greater than $128,000 but less than $250,000,000, including foppses of this definition the maximum
available amount of commitments under any Revoliogns.

“Lender” and “ Lenders'’: Defined in the Preamble

“ Lenders Account”: The account specified by each Lender party loeireAnnex D, in any Assignment and Acceptancenarny
Joinder Supplement.

“ Lender Agent’: With respect to (i) Fairway, BMO, (ii) Riversideunding LLC, as Conduit Lender hereunder, Deut&dmk AG,
New York Branch and (iii) each Lender which maynfrtime to time become a party hereto, the Perseignated as th“Lender Agent"with
respect to such Lender in the applicable AssignrardtAcceptance or Joinder Supplement.

“ Leverage Ratid: With respect to any person, the ratio of Indeloiess of such Person and its Affiliates to stodkbid’ equity (as
determined in accordance with GAAP) of such Person.

“ LIBOR Rate”: For any Accrual Period and any Advance, an egérateper annunmequal to:

(a) the posted rate for one-month deposits in Pgll@appearing on Telerate page 3750 as of 11:00(aandon time) on the Business
Day that is the second Business Day immediatelggating the applicable Funding Date (with respet¢héoinitial Accrual Period for such
Advance) and as of the second Business Day imnedglipteceding the first () day of the applicable Accrual Period (with reggeall
subsequent Accrual Periods for such Advance); or

(b) if no rate appears on Telerate page 3750 & sone and day, then the LIBOR Rate shall be detexchby the Agent as its rate (each
such determination, absent manifest error, to Imelasive and binding on all parties hereto andrtassignees) at which one-month deposits
in Dollars are being, have been, or would be offerequoted by the Agent to major banks in the iapple interbank market for Eurodollar
deposits at or about 11:00 a.m. (New York, New Yiorie) on such day.

“ Lien ": With respect to any Collateral, (a) any mortgagan, pledge, charge, security interest or enaamde of any kind in respect of
such Collateral, or (b) the interest of a vendolessor under any conditional sale agreement, fingrlL_oan or other title retention agreement
relating to such Collateral.

“ Lien Release Dividentt Defined in_Section 2.16(a)

“ Lien Release Dividend Date The date specified by the Borrower, which dagyrbe any Business Day, provided written notice is
given in accordance with Section 2.16(a)

“ Liguidation Expense& With respect to any Defaulted Loan, the aggregahount of all out-of-pocket expenses reasonaiciyried
by the Borrower or on behalf of the Borrower by 8exvicer (including amounts paid to any subseryiceconnection with the repossession,
refurbishing and disposition of any related assetsiring such Transferred Loan including the attethpollection of any amount owing
pursuant to such Transferred Loan.
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“

Liguidity Bank ": Each liquidity bank that is a party to a LiquglPurchase Agreement.

“ Liguidity Purchase Agreemerit Any agreement entered into in connection witls #t\greement pursuant to which a Liquidity Bank
agrees to make purchases from or advances torcngse assets from, any Conduit Lender in ordprdweide liquidity support for such
Conduit Lender’s Advances hereunder.

“Loan”: Any (a) Senior Secured Loan, Junior Secured LaaBubordinated Loan (i) arising from the extensié credit to an Obligor
by the Originator, (ii) purchased and re-undeneritin the ordinary course of the Originator's basmor (iii) that is a Third Party Acquired
Loan (which, in each case, may be a Broadly Symelithoan, Traditional Middle Market Loan or Largeéddle Market Loan), including,
without limitation, all Add-On Loans, Revolving Losand PIK Loans (or a Participation in any offtimegoing), (b) Securities (as
applicable) and (c) monies due and owing and &ir&st Collections, Principal Collections and othrounts received from time to time with
respect to such Security, loan or note receivatdeadl Proceeds thereof.

“ Loan Checklist’: With respect to any Loan, the index preparedhg/Servicer identifying the type of Loan (inclugiwhether such
Loan is a Noteless Loan or an Agented Loan anddiity of the agent) and each of the Loan Documeglated thereto which are included
in the related Loan File.

“ Loan Documents:

(a) For each Loan (other than those describedausel (b)below), originals (except as otherwise indicatfdhe following documents
or instruments:

(i) other than in the case of a Noteless Loan Bawicipation, the original or, in the case of st loote accompanied by an affidavit
and indemnity, a copy of the underlying promissooye, endorsed by the Borrower or the prior hotfeecord either in blank or to the
Trustee (and evidencing an unbroken chain of erdoesits from each prior holder thereof evidencatiénchain of endorsements to the
Agent), with any endorsement to the Trustee taltaé following form: “U.S. Bank National Associatti, as Trustee”, (ii) in the case of
a Noteless Loan, (x) a copy of each transfer doctmeinstrument relating to such Noteless Loamencing the assignment of such
Noteless Loan either (1) from the Originator to Bwrower and from the Borrower either to the Teesor in blank, or (2) from the pr
third party owner thereof directly to the Borrowat the direction of the Originator) and from therBwer either to the Trustee or in
blank, and (y) a copy of the Loan Register wittpees to such Noteless Loan and (iii) in the casa Bérticipation, a participation
agreement;

(i) originals or copies of each of the followirtg, the extent applicable to the related Loan: atgted loan agreement, credit
agreement, note purchase agreement, security agnéesale and servicing agreement, acquisitionesgeat, subordination agreement,
intercreditor agreement or similar instruments,rgagee, Insurance Policy
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(where applicable), assumption or substitution egrent or similar material operative document, ichezase together with any
amendment or modification thereto, as set fortthen_oan Checklist;

(iii) if any Loan is secured by real property, assfggnment of Mortgage and of any other materiabmged security documents in
recordable form, executed by the Borrower or thergrolder of record, in blank or to the Agent (amddencing an unbroken chain of
assignments from the prior holder of record toAkent), with any assignment to the Agent to behmfollowing form: “U.S. Bank
National Association, as Trustee” unless such nagrgs held by a collateral agent for the benéfihe Lenders;

(iv) either, in each case as indicated on the L@aecklist, (i) copies of the UCC-1 Financing Statais, if any, and any related
continuation statements, each showing the Obligatebtor and each with evidence of filing therewr(ji) copies of any such financing
statements certified by the Servicer to be truecmplete copies thereof in instances where thggrad financing statements have been
sent to the appropriate public filing office folirig;

(b) for each Loan with respect to which the Origimaloes not act as Agent (or in a comparable égpaocriginals (except as otherwise
indicated) of the following documents or instrumgent

(i) other than in the case of a Noteless Loan Badicipation, the original or, in the case of stloote accompanied by an affidavit
and indemnity, a copy of the underlying promissaoye, endorsed by the Borrower or the prior hotfaecord either in blank or to the
Trustee (and evidencing an unbroken chain of erdoesits from each prior holder thereof evidencatiénchain of endorsements to the
Agent), with any endorsement to the Agent to bihénfollowing form: “U.S. Bank National Associatipas Trustee”,ii) in the case of
Noteless Loan, (x) a copy of each transfer docuraeimtstrument relating to such Noteless Loan awileg the assignment of such
Noteless Loan either (1) from the Originator to Bwrower and from the Borrower either to the Agenin blank, or (2) from the prior
third party owner thereof directly to the Borrowat the direction of the Originator) and from ther&wer either to the Agent or in
blank, and (y) a copy of the Loan Register witlpees to such Noteless Loan and (iii) in the casa Barticipation, a participation
agreement;

(i) copies or electronic versions of each of thiolwing, to the extent applicable to the relatezhh: any related loan agreement,
credit agreement, note purchase agreement, patimipagreement, security agreement, sale andcggg\agreement, acquisition
agreement, subordination agreement, intercredifi@eament or similar instruments, guarantee, Ingg#&olicy (where applicable),
assumption or substitution agreement or similaen@toperative document, in each case togethér aviy amendment or modification
thereto, as set forth on the Loan Checkilist.

“ Loan File”: With respect to any Loan, each of the Loan Doeuts related thereto (as identified on the Loat)Lis
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“Loan List": The Loan List provided by the Borrower to theekg and the Trustee in connection with each Advanaes new Eligible
Loans are added to the Collateral, initially asfegh in Schedule I\hereto (which shall set forth a description of e@cdnsferred Loan,
including, without limitation, the name of the Qiwr of each such Transferred Loan, the related fnanber (as set forth in the Servicer’s
internal records), the maturity date and type chesuch Transferred Loan), as the same may be adenmbdified or supplemented from
time to time in accordance with the provisions bére

“ Loan Majority ": With respect to Agented Loans, the holders eflttans evidencing not less than 66-2/3% of thetantling amount
of all such loans issued by the Obligor.

“Loan Rate": For each Loan, in a Collection Period, the catreash pay interest rate for such Loan in suclogers specified in the
related Loan Documents.

“ Loan Registef: Defined in_Section 7.9(r)
“ Margin Stock™: Means “Margin Stock” as defined in Regulatioriddued by the Board of Governors of the FederaéResSystem.

“ Market Servicing Feé&: Defined in Section 7.27

“ Market Servicing Fee Differentidl On any date of determination, an amount equ#h¢oexcess, if any, of the Market Servicing Fee
over the Servicing Fee.

“ Market Value”: As of any date of determination, for any Loan, ¥h&ie of such Loan (expressed in Dollars) calcdld&gthe Service
and based upon:

(a) the valuation for such Loan obtained by thevi8er from an Approved Pricing Service; or

(b) if Market Value cannot be determined pursuardlduse (a)above because no Approved Pricing Service is @bvai then the Mark
Value of such Loan shall be determined as the geeoéthe bid prices for such Loan obtained bySkevicer from two nationally recognized
broker/dealers Independent of each other and dbémeicer and any of its Affiliatespfovidedthat, in each case, any such bid prices must be
for an amount of the Loan equal to the amount efltban to be sold or valued).

“ Master Participation Agreemetfit The Master Participation Agreement, dated as ofugly 14, 2007, by and among Kohlberg Ca
Corporation, as Seller, and Kohlberg Capital FugdihC I, as Participant.

“ Material Adverse Change With respect to any Person, any material adversage in the business, financial condition, cjpana,
performance or properties of such Person.

“ Material Adverse Effect: With respect to any event or circumstance, meansterial adverse effect on, as applicable h@) t
business, financial condition, operations, perfaragaor properties of the Servicer, the Borrowes,Blackup Servicer or the Trustee, (b) the
validity, enforceability or collectibility of thi®\greement or any other Transaction Document or the
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validity, enforceability or collectibility of the dans, (c) the rights and remedies of the Trustegetalf of the Secured Parties, the Agent or
any other Secured Party under this Agreement ofTaagsaction Document or (d) the ability of thevsear, the Borrower, the Backup
Servicer or the Trustee to perform its obligatiansler this Agreement or any other Transaction Damnor (e) the status, existence,
perfection, priority, or enforceability of the Ttasg’s, for the benefit of the Secured Partiessastein the Collateral.

“ Maximum Availability ": On any day, the lesser of (i) the sum of (A) éxeess of (1) the Borrowing Bageer (2) the Minimum
Overcollateralization Amourmlus (B) the amount of Principal Collections on depasithe Principal Collection Account and (ii) thecHiy
Amount; providedthat during the Amortization Period, the Maximumalability shall be equal to the Advances Outstagdi

“ Maximum Lawful Ratég’: Defined in_Section 2.7(c)

“ Measurement Dat& Each of the following: (i) the date of any Bowing Notice; (ii) any Lien Release Dividend Datid) @ny
Discretionary Sale Date; (iv) any date on whiclubssitution or repurchase of a Loan occurs purstea8ection 2.18 (v) the date as of whic
any Monthly Report, as provided for in Section {al7is calculated; and (vi) each Funding Date.

“ Minimum Overcollateralization Amourit As of any date of determination, an amount eqadhe greater of (a) the amount
determined bynultiplying (i) the Borrowing Base on such daimes(ii) one minusthe Advance Rate and (b) the Required Equity
Contribution.

“ Monthly Report”: Defined in Section 7.17(a)

“ Moody's”: Moody’s Investors Service, Inc., or any succesbereto.

“ Moody's Collateral Valué: With respect to any Defaulted Loan as of anyedatdetermination, (a) for a period not to excééd
months since the date such Loan was determinee toliefaulted Loan, the lesser of (i) the Moodyés®&/ery Amount of such Loan and
(i) the Market Value of such Loan and (b) zeroréadter.

“ Moody's Derived Rating: With respect to a Loan whose Moody’s Rating aanotherwise be determined pursuant to the dedimiti
thereof, such Moody’s Rating shall be determinededgorth below:

(a) If the Obligor of such Loan has a long-ternuésrating by Moody’s, then such long-term isswaing.

(b) If not determined pursuant to clause égove, if another obligation of the Obligor isediby Moody'’s, then by adjusting the rating
of the related Moody’s rated obligation of the tethObligor by the number of rating sub-categosiesording to the table below:

Number of
Subcategories Relative
Obligation Category of Rating of to Rated Obligation
Rated Obligation Rated Obligation Rating
Senior secured obligatic greater than or equal “B2" -1
Senior secured obligatic less thar*B2” -2
Subordinated obligatio greater than or equal “B3” +1
Subordinated obligatio less thar*B3” 0
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(c) If not determined pursuant to clause ¢)(b) above, if the Obligor of such Loan has a corpofateily rating by Moody'’s, then one
subcategory below such corporate family rating;

(d) If not determined pursuant to clause,(f)) or (c) above, then by using any one of the methods peahvizklow:
(1) (i) If such Loan is rated by S&P, then by adijug the S&P Rating by the number of rating sukegaties according to the table

below:
Number of
Subcategories Relative
Obligation to Moody’s Equivalent

S&P Rating Rated by S&P of S&P Rating
>“BBB-" Security -1
<“BB+” Security -2

Loan (other than a Security) or -2

Participation Interest in Loz

(i) if such Loan is not rated by S&P but anothecwrity or obligation of the obligor is rated by B&a “ parallel security), then
the rating of such parallel security will at theatlon of the Servicer be determined in accordavittethe table set forth in clause (1)(i)
above, and the Moody’s Rating of such Loan wilde¢ermined in accordance with the methodologyas#t in clause (ajabove (for
such purposes treating the parallel security asiére rated by Moody’s at the rating determinedspant to this clause (1)(j) or

(iii) if such Loan is a DIP Loan, no Moody’s Ratintay be determined based on a rating by S&P oo#mr rating agency;
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(2) if such Loan is not rated by Moody’s or S&P aralother security or obligation of the issuer wéls Loan is rated by Moody’s
or S&P, and if Moodys has been requested by the Borrower or the Setai@ssign a rating or rating estimate with respesuch Loa
but such rating or rating estimate has not beesived, pending receipt of such estimate, (A) “B&8F & period of up to 45 days from its
Cut-Off Date if (x) the Servicer has certified beetAgent that, based on facts and information alklto it, it believes (which belief
shall not be called into question as a result bésguent events or circumstances) that the Lodhrebaive a rating of at least “BZind
(y) the issuer of such Loan is not in default uraiey of its debt or (B) otherwise, “Caa2”;

(3) if such Loan is an Unrated Loan, the Moody'siafor such Loan shall be deemed to be “Cap®yidedthat any such Loan
shall be deemed to have a Moody’s Rating of “B3"do long as (I) the Obligor thereof is currentamy cumulative dividends, (l1) the
Fixed Charge Coverage Ratio for such Obligor exsdé$% for each of the past two fiscal years andhi® most recent quarter, (l11)
such Obligor recorded a net profit before tax far immediately preceding fiscal year and the mestmt quarter and (V) the annual
financial statements of such Obligor are unqualif@d certified by a firm of Independent accourgamtinternational reputation and
such Obligor’'s quarterly statements are unauditgdigned by a corporate officer of such Obligoqgvided furthetthat if such financie
statements are unavailable for a period of more #tadays, the Moody’s Rating of such Loan shallbemed to be “Caa2”.

(4) if a debt security or obligation of the Obligmas been in default during the past two years;;“Ca

providedthat, for purposes of calculating a Moody’s Deriating, each applicable rating on credit watctMmody’s with negative
implication at the time of calculation will be tted as having been downgraded by one rating sulpmatgrovided furtherthat the Moody’s
Facility Rating for a DIP Loan may not be derivedroplied but instead will be determined in accarckawith_clause (d)(23bove.

“ Moody’'s Group | Country: Any one of the United States, Canada, the Néthes, the Channel Islands or the United Kingdom.

“ Moody's Rating”: An Assigned Moody’s Rating or, if an Assigned btty’s Rating is not available, a Moody’s DerivediiRg.

“ Moody’'s Rating Factot means, for each Loan, the number set forth intéhée below opposite the Moody’s Rating of suclah:o

Moody's Moody’s
Moody’s Rating Rating Factor Moody’s Rating Rating Factor
Aaa 1 Bal 940
Aal 10 Ba2 1,350
Aa2 20 Ba3 1,766
Aa3 40 Bl 2,220
Al 70 B2 2,720
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Moody’s Moody’s

Moody's Rating Rating Factor Moody'’s Rating Rating Factor
A2 120 B3 3,490
A3 180 Caal 4,770
Baal 260 Caa? 6,500
Baa2 360 Caa3 8,070
Baa3 610 Ca or lowel 10,000

“ Moody’s Recovery Amount With respect to any Loan as of any date of dateation, the product of (a) the Outstanding Loan
Balance of such Loan on such date and (b) the MedRigcovery Rate applicable to such Loan.

“ Moody’'s Recovery Raté With respect to any Loan, as of any date of dateation, the recovery rate for such Loan deteadim
accordance with the following, in the following erdof priority:

(a) if the Loan has been specifically assigneccavery rate by Moody’s (for example, in connectwith the assignment by Moody of
an estimated rating), such recovery rate;

(b) if the preceding clause does not apply to tbari, the rate determined pursuant to the tablfogbtbelow:

Debt Obligation Recovery Rate
Senior Secured Loz 45%
Junior Secured Loz 35%

Subordinated Loans and Structu
Finance Obligation

High Yield Bonds 10%

15%

“ Moody's Shadow Ratiny A corporate credit estimate applied for by ther®wer within 10 days of (a) the Cut-Off Date ofyd_oan

that does not have an Assigned Moody’s Rating pafly amendment to the related Loan Documentdgtdgemed material in the Servicer’'s
reasonable judgment.

“ Multiemployer Plan’: A “multiemployer plan” as defined in Section 40@)(3) of ERISA that is or was at any time durthg current
year or the immediately preceding five years conted to by the Borrower or any ERISA Affiliate bahalf of its employee:

“ Net Worth™: The total of stockholder’s equity (determinedaiccordance with GAAR)Ius Subordinated Debt.
“ Non-Extending Lendet: Defined in Section 2.1(d)
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“Non-USD Loan”: Any Loan that is (a) denominated in a Permit@gdrency other than Dollars and (b) not convertibte or payable
in, at the option of the issuer thereof or the @dnlithereunder, any other currency (other thandds)!l

“Non-USD Notional Amount: Defined in Section 5.2(b)

“Non-U.S. Participant: Defined in Section 2.14(d)

“ Noteless Loari: A Loan with respect to which the underlying LoBiocuments (i) do not require the Obligor to exeautd deliver a
promissory note to evidence the indebtedness deaiger such Loan or (ii) do not require any holofaihe indebtedness created under such
Loan to affirmatively request a promissory notarfrthe related Obligor.

“ Obligations”: All loans, advances, debts, liabilities and ghlions, for monetary amounts owing by the Borroteehe Secured
Parties, the Backup Servicer and the Trustee op#their assigns, as the case may be, whetheoidieebecome due, matured or unmatured,
liquidated or unliquidated, contingent or non-cogént, and all covenants and duties to pay sucluatsoof any kind or nature, present or
future, arising under or in respect of any of thigeement, any fee letter (including, without liatibn, the Fee Letter and the Backup Sen
and Trustee Fee Letter) delivered in connectioh thie transactions contemplated by this Agreenayt, Transaction Document, or any
Hedging Agreement, as amended or supplementedtinoento time, whether or not evidenced by any sseanote, agreement or other
instrument. This term Obligations includes, withburitation, all Advances Outstanding, Interest{uding interest that accrues after the
commencement against the Borrower of any actiorutite Bankruptcy Code), Breakage Costs, HedgekBgeaCosts, fees, including,
without limitation, any and all arrangement feesyl fees, facility fees, and any and all other,fegpenses, costs or other sums (including
attorney costs) chargeable to the Borrower undgioéthe Transaction Documents or under any Hedéigiggement.

“ Obligor ": With respect to any Loan, the Person or Persdntigated to make payments pursuant to such Loanpérposes of
calculating any of the Concentration Limits, alldos included in the Collateral or to become pathefCollateral the Obligor of which is an
Affiliate of another Obligor shall be aggregatedhall Loans of such other Obligor, fekample, if Corporation A is an Affiliate of
Corporation B; and the aggregate Outstanding Laalari®e of all of Corporation A’Loans in the Collateral constitutes 10% of thgukgate
Outstanding Loan Balance and the aggregate Outatahdan Balance of all Corporation B’s Loans ie fBollateral constitute 10% of the
Aggregate Outstanding Loan Balance, the Obligoceatration for Corporation A would be 20% and tH#igbr concentration for
Corporation B would be 20%.

“ Officer’s Certificate’: A certificate signed by any officer of the Bower or the Servicer, as the case may be, and detivte the
Backup Servicer, the Trustee and the Agent.

“ Operating History': With respect to any specified Person, the tiineesthe date of such Perssrincorporation or formation that it h
continuously operated its businepspvidedthat the Operating History of any Person, newlyrfed as a result of a merger of two or more
Persons or as a result of the acquisition of ormaare Persons by a newly formed Person
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(“ Merged Partie$) shall be based on the weighted average (byivelagales) of the Operating Histories of the MerBadties (excluding for
such purposes, entities that are created onhhfoptirpose of being acquisition entities),dsample, if Corporation A with sales of $10
million has an Operating History of four years &warporation B with sales of $20 million has an Gytieig History of eight years, merge to
form NEWCO, the Operating History of NEWCO will Be&67 years.

“ Opinion of Counset: A written opinion of external counsel, who mag bxternal counsel for the Borrower or the Seryiasithe case
may be, and who shall be reasonably acceptabletdgent.

“ QOriginator”: Kohlberg Capital Corporation.
“ Other Costs’: Defined in Section 12.9(c)

“ Qutstanding Loan Balance With respect to any Loan, as of any date of dateation, the total remaining amounts of principal
payable by the Obligor thereof exclusive of (apiest payments and (b) Accreted Interpstyidedthat (i) any principal previously covered
by a Servicer Advance will be excluded from thenpipal amounts payable for purposes of this dédinjt(ii) the Outstanding Loan Balance
of any Discount Loan shall be the Purchase Prieeetif and (iii) the Outstanding Loan Balance of Reyolving Loan shall include the
aggregate outstanding principal amount of the ushddrportion of such Revolving Loan as of such date.

“ Qvercollateralization Amount As of any date of determination, the excessaftlie sum of the Borrowing Bapkisthe amount of
Principal Collections on deposit in the Collectidsecount on such datever (b) the Advances Outstanding on such date.

“ Qvercollateralization Shortfaft As of any date of determination, the excesanij, of (a) Minimum Overcollateralization Amount on
such datever(b) the Overcollateralization Amount on such date.

“ Parent”: Defined in Section 4.1(t)(xxvii)

“ Participating Member State A member state of the European Community in adance with the Treaty of Rome of March 25, 1957,
as amendednter alia, by the Single European Act and the Treaty of Beam Union of February 7, 1992, establishing thegean Union
and which has adopted the single currency in aecmel with legislation of the European Union relgtio the European Monetary Union.

“ Participation”: (@) A participation interest that is acquired by @wginator in all or a portion of a loan held byalling Institution ani
is documented in a form that is commercially reasbm and consistent with the Credit and CollecBaticy or (b) an Initial Participation.

“ Payment Daté: The 12t day of each calendar month or, if such day is rBtsiness Day, the next succeeding Business Day,
commencing March 12, 2007.

“ Permitted Currency: Dollars, Canadian dollars, Euro and Pounds Bigrl
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“ Permitted Investments Negotiable instruments or securities or otheestments that, as of any date of determinatiotyrady their
terms on or prior to the Business Day immediategcpding the next Payment Date immediately follgnsnch date of determination and
which may include one or more of the following tgpa investments:

(a) marketable obligations of the United States,fthl and timely payment of which are backed by fill faith and credit of the United
States;

(b) marketable obligations, the full and timely pant of which are directly and fully guaranteedtuy full faith and credit of the
United States;

(c) bankers’ acceptances and certificates of depasl other interest-bearing obligations denomuhated payable in Dollars and issued
by any bank with capital, surplus and undividedfigs@aggregating at least $100,000,000, the slesnt+bbligations of which are rated “A-1"
by S&P and “P-1" by Moody’s;

(d) repurchase obligations for underlying secwsitéthe types described in clauses, (@) and_(c) above entered into with any bank
the type described in clause (apove;

(e) commercial paper rated at least “A-1" by S&M@ aB-1" by Moody’s;

(f) investments in money market funds rated inttlghest investment category or otherwise appromedriting by S&P or Moody'’s;
and

(9) demand deposits, time deposits or certificafeteposit (having original maturities of no mohan 365 days of depository
institutions or trust companies incorporated urilerlaws of the United States or any state thgi@adomestic branches of any foreign bank)
and subject to supervision and examination by fedarstate banking or depository institution auities; providedthat at the time such
investment, or the commitment to make such investnig entered into, the short-term debt ratinguath depository institution or trust
company shall be at least “A-1" by S&P and “P-1"Mgody’s.

Each of the Permitted Investments may be purchiaged through the Backup Servicer or Trustee oAHitiate of the Backup Servicer
or Trustee.

“ Permitted Liens’: (a) With respect to the Loans, Liens in favortieé Trustee on behalf of the Secured Partiestentgaursuant to this
Agreement, and (b) with respect to the Borrowertsriest in the related Collateral, any of the foileg: (i) materialmen’s, warehousemen’s,
mechanics’ and other liens arising by operatiotaafin the ordinary course of business for sumsdo@t or sums that are being contested in
good faith, (ii) Liens for state, municipal and ethocal taxes if such taxes are not at the tineeahd payable or if the Obligor shall currently
be contesting the validity thereof in good faithdppropriate proceedings, (iii) Liens held by sefémders with respect to subordinated
Loans, (iv) Liens created pursuant to this Agreenrefavor of the Trustee on behalf of the SeclPadties (v) the rights of a Hedge
Counterparty under its Hedging Agreement, (vi) witkpect to Agented Loans, Liens in favor of thikateral agent on behalf of all lenders to
the related Obligor and (vii) any Liens permittattiar the terms of the related Loan Documents.

39



“ Permitted Securitization TransactitnAny financing transaction undertaken by the Bover or an Affiliate of the Borrower or the
Originator (with the Agent’s prior written consetitat is secured, directly or indirectly, by thell&eral or any portion thereof or interest
therein, including any sale, lease, whole loan, salset securitization, secured loan or other fieans

“ Person”: An individual, partnership, corporation (includj a business or statutory trust), limited liapitbmpany, joint stock
company, trust, unincorporated association, salenetorship, joint venture, government (or anyragyeor political subdivision thereof) or
other entity.

“PIK Loan”: A Loan to an Obligor, which provides for a poni of the interest that accrues thereon to be atidéa principal amount
of such Loan for some period of the time priortels Loan requiring the current cash payment of@steon a monthly or quarterly basis,
which cash payment shall be treated as Interes¢&iins at the time it is received.

“ Portfolio Investment: Any investments made by the Originator in thdipary course of business in a Person that is axtedufor
under GAAP as a portfolio investment of the Origama

“ Pounds Sterling: The lawful currency of the United Kingdom.

“ Prepaid Loari: Any Loan that was terminated or has been prepafdll or in part prior to its scheduled maturidgate.

“ Pre-Positioned Loari: Any Loan which will be funded at the closing sich Loan or in connection with the Initial Advaneih the
proceeds of an Advance and which is designatetidyBorrower (or the Servicer on the Borrower’s li@hia writing to the Agent and the
Trustee as a “Pre-Positioned Loan” shall consti&utBre-Positioned Loan” for purposes of the candg, obligations, certifications and
delivery requirements (as applicable) providedificBections 2.2(b)2.2(c), 3.2(e), 4.1(u)(ix), 5.3(a)and_7.10(a) and shall constitute a
Transferred Loan for all other purposes underAlgigeement. Subject to the foregoing, any Pre-Rowiil Loan as to which each of the
above-referenced conditions, obligations, certifogza and delivery requirements (as applicable)l $taave been satisfied (as confirmed in
writing by the Servicer to the Agent and the Tragtehall no longer constitute a Pre-Positioned Lfoaany purpose under this Agreement.

“ Prime Rate": The rate announced by Bank of Montreal from tiiméime as its prime rate in the United Stateshsate to change as
and when such designated rate changes. The Prite@sR#ot intended to be the lowest rate of intectbarged by Bank of Montreal in
connection with extensions of credit to debtors.

“ Principal Collection Account: The subaccount of the Collection Account intoiethall Principal Collections are deposited by the
Borrower or by the Servicer on its behalf in aceorce with Section 2.9

“ Principal Collections’: Any and all amounts received in respect of ariggpal due and payable under any Loan from obelmalf of
Obligors that are deposited into the Principal
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Collection Account, or received by the Borrowetloe Servicer or Originator on behalf of the Borrowerespect of Loans, in the form of
cash, checks, wire transfers, electronic trangfeemny other form of cash payment and applieddoce the Outstanding Loan Balance of a
Loan in accordance with the Credit and Collectiolidy.

“ Proceeds: With respect to any Collateral, whatever is iigable or received when such Collateral is soldlected, liquidated,
foreclosed, exchanged, or otherwise disposed ddthven such disposition is voluntary or involuntaagd includes all rights to payment with
respect to any Insurance Policy relating to sucte@ual.

“ Program Feé: Defined in the Fee Letter.

“ Project Finance Obligatiori's Asset-backed securities that entitle the holdeeseof to receive payments that depend (excepights
or other assets designed to assure the servicitigyely distribution of proceeds to holders of #wset-backed securities) on the cash flow
from (a) the sale of products, such as electricitiglear energy, steam or water, in the utilityusttly by a special purpose entity formed to
own the assets generating or otherwise produciolg products and such assets were or are beingraotest or otherwise acquired primarily
with the proceeds of debt financing made avail&bleuch entity on a limited-recourse basis (inalgdiecourse to such assets and the land on
which they are located) or (b) fees or other usdgeges, such as tolls collected on a highwayghtitlnnel or other infrastructure project,
collected by a special purpose entity formed to owe or more such projects that were constructedharwise acquired primarily with the
proceeds of debt financing made available to sutityeon a limited-recourse basis (including re@muto such assets and the land on which it
is located)providedthat Real Estate Loans shall not be consideredasd? Finance Obligations.

“ Pro Rata Shar& With respect to a Lender, the percentage obthimedividing the Commitment of such Lender (asd®ained under
clause (a)of the definition of Commitment) by the aggreg@mmmitments of all the Lenders (other than Non-kdieg Lenders), as
determined under clause (af the definition of Commitment.

“ Purchase Agreemeiit The Purchase and Sale Agreement, dated as of théeleof, by and between the Originator and thedseer,
as such agreement may be amended, modified, wasupg@lemented or restated from time to time.

“ Purchased Loan BalanteAs of any date of determination, an amount eqadh)(i) for any Loan that is not a Defaulted hpthe
lesser of (A) the Outstanding Loan Balance of dugdin on such date, and (B) the Fair Market Valusugh Loan on such date, and (i) for
any Defaulted Loan, the Moody’s Collateral Valuesaoth Defaulted Loan.

“ Purchase Pric& With respect to any Loan, the cash purchaseepaid by the Borrower for such Loan.
“QIB ": A “qualified institutional buyer” within the meadang of Rule 144A under the Securities Act.
“ Qualified Institution”: Defined in_Section 7.4(e)
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“ Real Estate Construction Lo8nA Real Estate Loan with respect to which thetetl construction activities, if any, have not been
completed.

“ Real Estate Loaft A Loan that is (a)(i) underwritten primarily kymortgage, deed of trust or similar lien on conuia¢real estate
(other than hotels, restaurants and casinos) mremrg$al real estate and (ii) primary repaymenthef payment obligations thereof is derived
from rental or other real estate related incom@pa loan or debt obligation which falls withiretMoody’s Industry Classification Group
“Buildings and Real Estate”.

“ Records’: With respect to any Loans, all documents, boogsprds and other information (including withomtitation, computer
programs, tapes, disks, punch cards, data progessitware and related property and rights) mame@iwith respect to any item of Collateral
and the related Obligors, other than the Loan Daum

“ Recoveries’: With respect to any Defaulted Loan, proceedthefsale of any Related Property, proceeds of @layed Insurance
Policy, and any other recoveries with respect thdwoan and Related Property, and amounts repirgdate fees and penalties, net of
Liquidation Expenses and amounts, if any, recethatiare required to be refunded to the Obligosweh Loan.

“ Registrar”: U.S. Bank, not in its individual capacity but sgleks Registrar, its successor or successors iregitand any Person whi
at any time may be selected by the Borrower uperrékignation of U.S. Bank to act as Registrar.

“ Related Property: With respect to any Loan, any property or othssets of the Obligor thereunder pledged or pueddd be pledged
as collateral to secure the repayment of such Uoamo event shall Related Property include Warrssgets.

“ Released Amounts With respect to any payment or Collection reegiwvith respect to any Loan on any Business Dag{lwdr such
payment or Collection is received by the Servitleg, Originator or the Borrower), an amount equdhtt portion of such payment or
collection constituting Excluded Amounts or Retairieterest.

“ Replaced Loari: Defined in Section 2.18(a)
“ Reporting Daté’: The day of each calendar month that is threeigiss Days prior to the Payment Date for such calemonth.

“ Repurchased Loah Defined in Section 2.4

“ Required Advance Reduction AmountOn any day, the amount of Advances Outstandatmired to be repaid to cause the
Availability to equal or exceed $0.

“ Required Equity Contributioit As of any date of determination prior to the fémation Date, an Equity Contribution in an amount
equal to the greater of (a) $45,000,000 and (bytime, calculated for each of the Obligors of Lometuded in the Collateral as of such date
with the largest, second-largest, third-largesirtto-largest and fifth-largest aggregate Outstagdlioan Balance of Loans for each Obligor
included in the Collateral as of such date, ofGhistanding Loan Balances of such Loans.
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“ Required Equity Shortfall: On any day, the excess, if any, of the Requitgdity Contributionoverthe Equity Contribution on such
day.

“ Required Lenders At any time, two or more Lenders (including ekt two Conduit Lenders, if party hereto) représgnn
aggregate more than 50% of the aggregate Commitnoétite Lenders then in effect.

“ Required Reports Collectively, the Monthly Report, the ServiceCertificate and the quarterly financial statenafithe Servicer
required to be delivered to the Borrower, the Agamt the Backup Servicer pursuant to Section 7.17

“ Reserve Account An account established in accordance with Sectigl(f)for the purpose of receiving deposits with respecand
maintaining therein, the Reserve Account Requiratbant (including any amounts in excess of the ResAccount Required Amount, to t
extent not distributed to the parties entitled ¢éb@pursuant to Section 2)&nd, to the extent required pursuant to Sectién ® fund
payments thereunder.

“ Reserve Account Required AmountAn amount payable on each Payment Date, asméted on the related Determination Date,
equal to the sum of (a) 2tnesthe Estimated Payment Amouypitis (b) for any Payment Date and the related Deterngind®ate during the
Revolving Period on which the Default Ratio excegd®86, an amount equal to 5.0% of the Aggregatsi@unting Loan Balangaus(c) for
any Payment Date and the related Determination fddteving the Termination Date, the aggregate tautding principal amount of the
unfunded portion of each of the Revolving Loanduded in the Collateral as of such date. For tre@dance of doubt, at any time during the
Revolving Period that the Default Ratio is lesstba0%, the Reserve Account Required Amount sleéidual to the amount calculated
pursuant to clause (&)f this definition.

“ Responsible Officet: As to any Person, any officer of such Persorhwlirect responsibility for the administration bfs Agreement
and also, with respect to a particular matter, @hgr officer to whom such matter is referred beeanf such officer's knowledge of and
familiarity with the particular subject.

“ Restricted Payments Defined in_Section 5.1(z)

“ Retained Interest With respect to each Loan, the following inteésgsights and obligations in such Loan and unkerassociated
Loan Documents, which are being retained by thgi@ator: (a) all of the rights and obligationsaify, of the agent(s) under the
documentation evidencing such Loan, (b) the appléecportion of the interests, rights and obligasiemder the documentation evidencing
such Loan that relate to such portion(s) of thebiddness that is owned by another lender or igbetained by the Originator, (c) any
agency or similar fees associated with the rights @bligations of the agent that are not beingstiemed in accordance with clause @f)this
definition and (d) any advisory, consulting or damifees due from the Obligor associated with sewiprovided by the agent that are not
being transferred in accordance with clausedfthis definition.
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“ Retransfer Pricé: Defined in_Section 2.18(h)

“ Revolving Loan™: Any Loan that is a line of credit or other siarilextension of credit by the Originator where @réginator’s
commitment under such Loan is not fully funded andlie proceeds of such Loan may be repaid andnmised.

“ Revolving Period’: The period commencing on the Closing Date ardirepon the day immediately preceding the Termarabate.

“ RIC/BDC Requirements The requirements (including, without limitatiorequirements pertaining to asset diversificatidahlberg
Capital must satisfy to maintain its status asusitress development company,” within the meaninp®fSmall Business Incentive Act of
1980, and its election to be treated as a “regidtérvestment company” under the Code.

“ Rolling ThreeMonth Default Ratid: As of any Determination Date, the percentage\exjent of a fraction (a) the numerator of which
equals the sum of the Default Ratios for the CtlbecPeriod ending on such Determination Date awhef the two preceding Determinat
Dates (or such lesser number of Default Ratiog@s\ailable), and (b) the denominator of whichads|three (or the corresponding number
of Default Ratios available if less than three).

“ S&P ": Standard & Poor’s Ratings Services, a divisiéTle McGraw-Hill Companies, Inc., or any succedbereto.

“ S&P Rating”: An Assigned S&P Rating or, if an Assigned S&PtiRg is not available, a S&P Shadow Ratipgyvidedthat for so
long as any Loan has neither an Assigned S&P Rating S&P Shadow Rating, the S&P Rating of sucanLshall be “CCC"provided
furtherthat pending the receipt of a S&P Shadow Rating 3&P Rating of such Loan may be deemed to be f@3-& period of up to 45 da
from the applicable Cut-Off Date if (a) the Servicertifies to the Agent that, based on facts afickmation available to it, it believes (which
belief shall not be called into question as a tesfusubsequent events or circumstances) that Si#Rssign to the Loan a S&P Rating of at
least “B-" and (b) the Obligor of such Loan is imtdefault under any of its outstanding indebtedn@siy Loan which does not have an
Assigned S&P Rating and for which the Borrower hasrequested a S&P Shadow Rating shall be deemieave a S&P Rating of “CCC?”;
providedthat a Loan of an Obligor meeting the followingteria as of each date of determination shall bendeeto have a S&P Rating of “B-

.

(1) the Obligor is paying any cumulative dividermfsa current basis;

(2) the Fixed Charge Coverage Ratio for the Oblgyareeds 125% for each of the past two fiscal yaadsfor the most recent
quarter;

(3) the Obligor recorded a net profit before taxtfee past fiscal year and the most recent quaatet;
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(4) the annual financial statements of the Oblayer unqualified and certified by a firm of interioatlly recognized Independent
public accountants, and the unaudited quarterbnional statements of the Obligor are signed byrparate officer of such Obligor;
providedthat if the financial statements of the Obligor anavailable when due (subject to any applicabte period), the financial
statements of the preceding quarter shall be ywestided furthethat if such financial statements are unavailabteafperiod of more
than 90 days, the S&P Rating of such Obligor sheltleemed to be “CCC".

“ S&P Shadow Rating: A corporate credit estimate applied for by ther®wer within 10 days of (a) the Cut-Off Date ofyd_oan that
does not have an Assigned S&P Rating or (b) anyndment to the related Loan Documents that is deamnadrial in the Servicer’s
reasonable judgment.

“ Scheduled Debt Amortizatioh The principal amount of Indebtedness schedubdoket amortized in any period on Indebtedness other
than revolving Indebtedness.

“ Scheduled Paymefit On any Determination Date, with respect to amah, each monthly or quarterly payment (whetharqgipal,
interest or principal and interest) scheduled toniaele by the Obligor thereof after such Determamabate under the terms of such Loan.

“ Secured Party: (a) The Lenders, (b) each Lender Agent, (c)Algent, (d) the Trustee, (e) the Backup Servicer(@neach Hedge
Counterparty that is either a Lender or an Affdiaf the Agent that executes a counterpart ofAbieement agreeing to be bound by the
terms of this Agreement applicable to a SecuretyPar

“ Securities Act’: The Securities Act of 1933, as amended.
“ Security”: Any Structured Finance Obligation or High Yieibnd.

“ Selling Institution™: A financial institution from which the Originat@cquires a Participation with a public ratingnfréi) Moody’s of
“A2” or better and (ii) S&P of “A” or better.

“ Senior Secured Loah Any Loan that (i) is secured by a first priorityen on the Related Property securing such Loahjégt to
Permitted Liens) and (ii) provides that the payraiigation of the related Obligor on such Loaeither senior to, opari passuwith, all
other loans or financings to such Obligor.

“ Servicer”: Defined in the Preamble

“ Servicer Advancé: Defined in Section 7.5

“ Servicer Termination Everit Defined in Section 7.25

“ Servicer Termination Notick Defined in Section 7.25

“ Servicets Certificate”: Defined in_Section 7.17(h)
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“ Servicing Duties’: Defined in_Section 7.2

“ Servicing Fe€': For each Payment Date, an amount equal to threafithe products, for each day during the rel&edection Period,
of (a) a fraction, the numerator of which is thensof (i) the Aggregate Outstanding Loan Balancefake first day of such Collection Period
plus (i) the Aggregate Outstanding Loan Balance asefiast day of such Collection Period, and the denator of which is two, (b) the
Servicing Fee Rate, and (c) a fraction, the numeiatwhich is 1 and the denominator of which i936

“ Servicing Fee Ratk& A rate equal to 1.0%per annum

“ Servicing Records: All documents, books, records and other inforiora(including, without limitation, computer progna, tapes,
disks, data processing software and related prppigtits) prepared and maintained by the Servid#r kgspect to the Loans and the related
Obligors.

“ Solvent”: As to any Person at any time, having a stateffafirs such that all of the following conditionsanet: (a) the fair value of
the property owned by such Person is greater themarmount of such Person’s liabilities (includingpdited, contingent and unliquidated
liabilities) as such value is established and lités evaluated for purposes of Section 101(3ZhefBankruptcy Code; (b) the present fair
salable value of the property owned by such Persan orderly liquidation of such Person is noslédsan the amount that will be required to
pay the probable liability of such Person on itetdes they become absolute and matured; (c) serslofPis able to realize upon its property
and pay its debts and other liabilities (includdigputed, contingent and unliquidated liabilitias)they mature in the normal course of
business; (d) such Person does not intend to, aesl mbt believe that it will, incur debts or lidlids beyond such Person’s ability to pay as
such debts and liabilities mature; and (e) suclsdteis not engaged in business or a transacti@hisarot about to engage in a business or a
transaction, for which such Person’s property waddstitute unreasonably small capital.

“ Spot FX Exchange Rate As of any date of determination, (a) a curremrket rate of exchange for exchanging any currémtcy
Dollars expressed as a ratio of dollars to sucteoay or (b) an agreed upon exchange rate betweeBdrrower and the relevant Hedge
Counterparty under a Currency Hedge Transaction.

“ Spread’: (a) With respect to any Floating Rate Loan deimated in Dollars, (i) in the case of any such Leanruing interest at a
floating rate index other than the prime rate (Whetas published or set by a financial institufimm time to time), the cash interest spread
over LIBOR of such Loan, (ii) in the case of anglsl.oan accruing interest at the prime rate (whediseoublished or set by a financial
institution from time to time), the cash intergstesad over such prime rate, and (iii) with resgiecny Loan that is subject to an Interest Rate
Protection Agreement, the percentage over LIBOR paithe notional amount of such Interest Ratedetimn Agreement and (b) with
respect to any Floating Rate Loan that is a Non-W8&n, the Converted Spread.

“ Structured Finance Obligatidh Any obligation or security the payment or repamhof which is based primarily upon the collection
of payments from a specified pool of financial
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assets, either fixed or revolving, that by theints convert into cash within a finite time peritolgether with any rights or other assets
designed to assure the servicing or timely distidmuof proceeds to security holders, includingamny event, any project finance security, any
asset-backed security and any future flow secypityyidedthat Structured Finance Obligations shall not idelany equity from

collateralized debt obligation funds, any unratecusities or any securities rated below “Baa2” bgddy’s and below “BB” by S&P.

“ Subordinated Debt Any debt that is subordinated in right of payrhamanother class of indebtedness of a Person.

“ Subordinated Loait Any Loan that (i) is unsecured, (ii) providesattthe payment obligation of the related Obligorsach Loan is
subordinate to one or more classes of lendersipegntains provisions (x) blocking payments owlsl.oan by the related Obligor for a
period of greater than 60 days upon the occurrehegpayment default on loans held by the seniwdées to such Obligor or upon the
exercise of remedies by such senior lenders uptafaalt under such senior indebtedness and (y)ilptity the holder of such Loan from
exercising remedies following a default under sughn for a period of greater than 60 days. Fordaate of doubt, all of an Obligarseniol
loans or financings shall be considered one “clémspurposes of this definition.

“ Subsidiary”: With respect to any Person, means any corparapartnership, joint venture, limited liability mpany, trust or estate of
which (or in which) more than 50% of (a) the issaed outstanding capital stock having ordinaryngtower to elect a majority of the
Board of Directors of such entity (irrespectivendfether at the time capital stock of any otherstasclasses of such entity shall or might
have voting power upon the occurrence of any cgetigy), (b) the interest in the capital or profitsuch partnership, limited liability
company or joint venture or (c) the beneficial et in such trust or estate is at the time diyemtlindirectly owned or controlled by such
Person, or such Person and one or more of its Stiesidiaries or by one or more of such Persoisrdbubsidiariegrovidedthat, with
respect to the Originator and the Servicer, “Subsyd shall not include any Person that is a Pdidftnvestment.

“ Substitute Loari: Defined in Section 2.18

“ Substitution Date: The Business Day specified by the Borrower ® #gent, the Trustee and each Hedge Counterpasty in
Substitution Notice as the proposed date of a ceptent of a Replaced Loan with a Substitute Loan.

“ Substitution Event: Defined in_Section 2.18(b)(i)

“ Substitution Notic€: Defined in_Section 2.18(a)
“ Successor Servicér Defined in_Section 7.26(a)

“ Tangible Net WortH': With respect to any Person, the Net Worth oftsBerson after subtracting therefrom the aggregateunt of
such Person’s intangible assets, including, wittioutation, goodwill, franchises, licenses, pagritademarks, tradenames, copyrights and
service marks.
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“ Tape”: Defined in_Section 7.13(b)(ii)
“ TARGET Day”: A day on which the TARGET System is operating.

“ TARGET Systeni: The Trans-European Automated Real-Time Groste®eent Express Transfer (TARGET) System or any
successor thereto.

“Tax " or “ Taxes": Any present or future taxes, levies, impostdjeh) charges, assessments or fees of any natateding interest,
penalties, and additions thereto) that are impbseahy Government Authority.

“ Termination Datée: The earliest to occur of (a) the Business Dasigigated by the Borrower to the Agent as the Teation Date
upon at least two Business Days’ prior written cati(b) the date of the occurrence of a Terminafeant pursuant to Section 9.(c) the
date on which any Liquidity Purchase Agreementlshaldire in accordance with its terms and fail éorbnewed for an additional period of
364 days pursuant to Section 2.1gckshall otherwise cease to be in full force arfdatfas in effect on the date hereof (without givaifect tc
any amendment, modification, waiver, supplementstatement), and (d) the second Business Day toritle Commitment Termination
Date.

“ Termination Event: Defined in Section 9.1

“ Third Party Acquired Loar: Any Loan other than an Agented Loan acquireddiegctly by the Borrower under the Purchase
Agreement or (b) from a third party in a syndicdteah transaction arranged and underwritten byQttiginator, or any transaction in which
the Borrower is the designee of the Originator uride instruments of conveyance relating to thdiegiple Loan.

“ Traditional Middle Market Loari: Any Loan issued as part of a loan facility wih original loan size (including any first and sado
lien loans included in the facility) of $125,000000r less, including for purposes of this defimtille maximum available amount of
commitments under any Revolving Loans.

“ Transaction Documents This Agreement, the Purchase Agreement, theghssents, the Liquidity Purchase Agreement, all Hieglg
Agreements, the Intercreditor Agreement, the Act@ontrol Agreement, the Concentration Account &gnent, the Master Participation
Agreement, the Variable Funding Note, any Joindgapement, the Fee Letter, the Backup ServicerTandtee Fee Letter, any UCC
financing statements filed pursuant to the termthisf Agreement, and any additional document, detée letter, certificate, opinion,
agreement or writing the execution of which is resegy or incidental to carrying out the terms @f filregoing documents.

“ Transferee Lettet: The Transferee Letter substantially in the favfrExhibit V hereto.

“ Transferred Loan& Each Loan that is acquired by the Borrower urttierPurchase Agreement or directly from a thindypand all
Loans received by the Borrower in respect of thguRed Equity Contributionprovidedthat the term Transferred Loan shall not includg an
Retained Interests. For the avoidance of doubtteim “Transferred Loan” shall, for all purposegtié Agreement, be deemed to include
Third Party Acquired Loans.
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“ Transition Costs: The reasonable costs and expenses incurredebBdbkup Servicer in transitioning to Servigengvidedthat in no
event shall such Transition Costs exceed $100,980ei aggregate.

“ Trustee”: Defined in the Preamble

“ Trustee Expensés The reasonable out-of-pocket expenses to betpatite Trustee under and in accordance with thek@aServicer
and Trustee Fee Letter.

“ Trustee Feé: The fee to be paid to the Trustee under the sesfrthe Backup Servicer and Trustee Fee Lettelydiing the “Trustee
Fee” and “Administration Fee,” each as definechim Backup Servicer and Trustee Fee Letter.

“UCC ": The Uniform Commercial Code as from time to timeeffect in the specified jurisdiction.
“ Underlying Note”: The promissory note of an Obligor evidencingaab.
“ United States: The United States of America.

“ Unmatured Servicer Termination EvéntAn event that, with the giving of notice or lapef time, or both, would become a Servicer
Termination Event.

“ Unmatured Termination Evefit An event that, with the giving of notice or lapsef time, or both, would become a Termination Even

“ Unrated Loar: Any Loan which, as of its Cut-Off Date, does matve an Assigned Moody’s Rating, a Moody’s Sha&ating or a
S&P Rating, and as to which the Servicer has matifthe Agent and the Trustee, not later than its@fiDate, of its intention not to procur:
Moody’s Assigned Rating, a Moody’s Shadow RatinguoiS&P Rating.

“ Unreimbursed Servicer AdvancisAt any time, the amount of all previous Serviéatvances (or portions thereof) as to which the
Servicer has not been reimbursed as of such timsupnt to Section 2.8(a)(1)(&nd_(b)(ii)and that the Servicer has determined in its sole
discretion will not be recoverable from Collectiomgh respect to the related Transferred Loan.

“U.S. Bank”™: Defined in the Preamble
“ USD Notional Amount’: Defined in_Section 5.2(b)

“ Variable Funding Noté: Defined in Section 2.1(a)

“ Warrant Asset: With respect to any Transferred Loan, any eqpifychase warrants or similar rights convertibte ior exchangeable
or exercisable for any equity interests receivedheyOriginator or the Borrower as an “equity kickieom any Obligor in connection with
such Transferred Loan.
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“ Warranty Event: Occurs as to any Loan included as part of thia@al, if any representation or warranty hemaiiating to such
Loan was not true and correct in any material retspben made and such breach is not cured witlemdlevant cure period.

“ Weighted Average Fixed CoupdnAs of any date of determination, the number,ressed as a percentage, obtained by summing the
products obtained by multiplying the cash intecesipon, or, in the case of a Fixed Rate Loan thatNlon-USD Loan, the Converted
Coupon, of each Fixed Rate Loan (excluding Defaulteans) as of such date by the Outstanding LodanBea of such Loan as of such date,
dividing such sum by the aggregate Outstanding [Beance of al such Fixed Rate Loans and roundingpuhe nearest 0.01%. For the
purpose of calculating the Weighted Average Fixedfdn, all Fixed Rate Loans that are not currgpdlying cash interest shall have an
interest rate of 0%.

“ Weighted Average Floating Spre&dAs of any date of determination, the number, exggéss a percentage, obtained by summin
products obtained by multiplying, in the case aftekloating Rate Loan (excluding Defaulted Loatt®, Spread of such Loan (including
commitment, letter of credit and all other feeg)tte Outstanding Loan Balance of such Loan asicif slate and dividing such sum by the
aggregate Loan Balance of all such Floating Rasnk@nd rounding the result up to the nearest Q.pidsidedthat the spread of any
Revolving Loan which is not fully funded shall eetsum of:

() the product of (1) the Spread payable on thddd portion of such Revolving Loan and (2) theepatage equivalent of a fraction
numerator of which is equal to the funded portibsuch Revolving Loan and the denominator of whgchqual to the commitment amoun
such Revolving Loan; plus

(b) the product of (1) the scheduled amounts (atmn interest) of commitment fee and/or faciliég fpayable on the unfunded portion
of such Revolving Loan less any withholding taxarify, on commitment fees and (2) the percentagwalgut of a fraction the numerator of
which is equal to the unfunded portion of such Reawng Loan and the denominator of which is equahi® commitment amount of such
Revolving Loan.

“ Weighted Average Lifé: At any date of determination, with respect ty &mman, is determined by: (a) multiplying the numbé
months from and including the month in which suakedbf determination falls to but excluding the tihowhen each Scheduled Payment is to
be received under such Loan by the amount of eacih Scheduled Payment, (b) summing said produmtsliiding the sum total by the to
amount of all Scheduled Payments to be receivedruhe Loan, and (d) dividing the total by 12.

“ Weighted Average Moodg Rating Factot means the number determined by summing the ptsdiitained by multiplying the
Outstanding Loan Balance of each Loan held in tbka€ral by its Moody’s Rating Factor, dividingcsusum by the aggregate Outstanding
Loan Balance of all such Loans and then roundiegésult down to the nearest whole number.
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“ Weighted Average Moodg Recovery Ratémeans, as of any date of determination, the ifsagexpressed as a percentage) obtained
by (A) summing the products obtained by multiplythe Outstanding Loan Balance of each Loan by tbedy’'s Recovery Rate with respect
to such Loan, (B) dividing such sum by the aggregadtstanding Loan Balance of all Loans includethenCollateral as of such date, and
(C) rounding down to the nearest tenth of a perqaovidedthat for purposes of subsection (A) of this defamit after the initial calculation
of Weighted Average Moody’s Recovery Rate, the MosdRecovery Rate of any particular Loan will be dedmot to have changed from
prior value unless the Servicer has become awaaamdterial change affecting such value.

“ Weighted Average SpreddAs of any date of determination, an amount (idesh up to the next 0.01%) equal to the sum ofdq@) f
Floating Rate Loans, the excess of the WeightedageFloating Spread of the Floating Rate Loans bM8OR and (b) for Fixed Rate
Loans, the excess of the Weighted Average FixedpGowf the Fixed Rate Loans over the then-curremapsate for the estimated weighted
average maturity of the underlying Loan.

“ Withholding Certificate’: Defined in Section 2.14(d)

Section 1.2 Other Terms

All accounting terms not specifically defined harshall be construed in accordance with GAAP. édiris used in Article 9 of the UCC
in the State of New York, and not specifically defil herein, are used herein as defined in suchl&8i

Section 1.3 Computation of Time Periods

Unless otherwise stated in this Agreement, in traputation of a period of time from a specifiededtt a later specified date, the word
“from” means “from and including” and the words "t@and “until” each mean “to but excluding.”

Section 1.4 Interpretation.
In each Transaction Document, unless a contraentitn appears:

(i) the singular number includes the plural numdoed vice versa

(i) reference to any Person includes such Persaurtsessors and assigns but, if applicable, ordydh successors and assigns are
permitted by the Transaction Documents;

(iii) reference to any gender includes each otlesrdgr;

(iv) reference to day or days without further dfidition means calendar days;

(v) unless otherwise stated, reference to any tmaans New York City time;

(vi) references to “writing” include printing, typg, lithography, electronic or other means of repiging words in a visible form;
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(vii) reference to any agreement (including anynBection Document), document or instrument meacis agreement, document
or instrument as amended, modified, waived, supptded or restated and in effect from time to timadcordance with the terms
thereof and, if applicable, the terms of the offimnsaction Documents and reference to any promyissiie includes any promissory
note that is an extension or renewal thereof arstitute or replacement therefor; and

(viii) reference to any Applicable Law means sugiplicable Law as amended, modified, codified, repthor reenacted, in whc
or in part, and in effect from time to time, incind rules and regulations promulgated thereunddreference to any section or other
provision of any Applicable Law means that proumsaf such Applicable Law from time to time in effend constituting the
substantive amendment, modification, codificati@placement or reenactment of such section or @ifostision.

Section 1.5 Section References

All Section references (including to the Recitaisl the Preamblg unless otherwise indicated, shall be to Sect{and the Recitals and
the Preamblg in this Agreement.

Section 1.6 Calculations

Except as otherwise provided herein, all interatt and basis point calculations hereunder wilhlaele on the basis of a 360-day year
and the actual days elapsed in the relevant penddwvill be carried out to at least three deciniates.

ARTICLE Il
PURCHASE OF THE VARIABLE FUNDING NOTE

Section 2.1 The Variable Funding Note

(@) On the terms and conditions hereinafter sé¢hfan the Closing Date, the Borrower shall deliffeto each Lender, at the applicable
address set forth on Annexté this Agreement, and (ii) on the effective datamy Assignment and Acceptance or Joinder Suppigne
each successor Lender or additional Lender, ascapp#, at the address set forth in the applicAsignment and Acceptance or Joinder
Supplement, a duly executed variable funding ne¢elf, a “ Variable Funding Notg in substantially the form of Exhibit Bdated as of the
date of this Agreement, in a face amount equdid¢aapplicable Lender's Commitment as of the Clofate or the effective date of any
Assignment and Acceptance or Joinder Supplemefpplgcable, and otherwise duly completed. The ®&oer shall deliver to the Trustee
and the Registrar a copy of each such Variable iagnidote issued. Each Variable Funding Note shatlence each Lendexratable share
the security interest in the Collateral grantedspant to Section 8.ih an amount equal, at any time, to the percen¢égigévalent of a fraction,
(x) the numerator of which is the outstanding Adsesby such Lender under the applicable Variabtellfig Note on such day and (y) the
denominator of which is the Advances Outstandinguch day. Interest shall accrue, and each Varklmeling Note shall be payable, as
described herein.
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(b) During the Revolving Period, the Borrower mayits option, request the Lenders to make advaofcemds (each, an “ Advancg
under the Variable Funding Notes, each such Fundemquest to be substantially in the form of Exhibit hereto, in an aggregate amount up
to the Availability as of the proposed Funding Dat¢he Advance. Following the receipt of a FundiRequest, subject to the terms and
conditions hereinafter set forth, during the Reir@\Period, the Lenders shall fund such AdvanceawiNbstanding anything to the contrary
contained herein, no Lender shall be obligateddwige the Borrower with aggregate funds in conioectvith an Advance that would exceed
the least of (i) such Lender’s unused Commitmean tim effect, (ii) the aggregate unused Commitméres in effect or (iii) the Availability,
in each case on the proposed Funding Date of sdearke.

(c) The Borrower may, within 60 days but not ldsant 45 days prior to (x) the date on which any lddgy Purchase Agreement
terminates, (in the case of an extension of sughitity Purchase Agreement) or (y) the Terminafdate then in effect pursuant to clause (c)
of the definition thereof, (in the case of an asien of the Termination Date), request by writhetice to the Agent that (i) each applicable
Liquidity Bank extend the term of its related Lidity Purchase Agreement for an additional perio8@f days and (ii) each Lender extend
the Termination Date then in effect pursuant taiséa(c) of the definition thereof for an additional periofi364 days. The Agent will give
prompt notice to each applicable Liquidity Bankgleapplicable Lender and the Trustee of its readigtich request, and each such Liquidity
Bank and Lender shall make a determination, eads nespective sole discretion, prior to the exfiin of the Liquidity Purchase Agreement
or the Termination Date, as applicable, as to wéveth not it will agree to the extension requestett] shall notify the Agent thereof (who v
thereupon notify the Trustee). The failure of thgeAt to provide timely notice of any Liquidity Bdalor Lender’s decision to the Borrower
shall be deemed to constitute a refusal by suchidity Bank or Lender to extend the Termination ®at the term of the applicable Liquid
Purchase Agreement, respectively. Any Lender wfadh to extend the term of its Liquidity Purchasgreement shall be a Non-Extending
Lender subject to Section 2.1(dyhe Borrower confirms that each Liquidity Banldghe Conduit Lenders, in their sole and absolute
discretion, without regard to the value or perfonceof the Collateral or any other factor, may ehet to extend the term of any Liquidity
Purchase Agreement, the date set forth in claysef(the definition of Termination Date.

(d) If, during the Revolving Period, a Conduit Lendhat funds the Advances to be made hereundaughrthe issuance of Commercial
Paper Notes under a 364-day facility does not exserch facility (such Conduit Lender, a “ N&mxtending Lendet), the Borrower shall ha
the right to replace such Non-Extending Lender witiew Lender by causing the Non-Extending Lerakeany time prior to the next
succeeding Payment Date, to assign its VariablelifgrNote to such new Lender in accordance withiG&ed2.17. Upon the effective date
of such assignment, the Commitment of each Non+ighteg Lender shall immediately terminate, and tlomMExtending Lender shall
surrender its Variable Funding Note to the Registfaa Non-Extending Lender is not replaced ptimthe next succeeding Payment Date, the
Borrower shall, on such Payment Date, repay theaAdes outstanding to such Non-Extending Lendecdéoralance with Section 2.8 he
Borrower’s right to replace a Non-Extending Lensdleall be exercisable by the Borrower before aner dffte Termination Date for such Non-
Extending Lender.
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(e) The Borrower may, with the written consentted Agent and each Lender, add additional Persohsraders hereunder or cause an
existing Lender to increase its Commitment in catine with a corresponding increase in the Fachityount. Each additional Lender shall
become a party hereto by executing and deliveorthe Agent, the Trustee and the Borrower a JoiSd@plement.

Section 2.2 Procedures for Advances by the Lenders

(a) Subject to the limitations set forth in Sectibf, the Borrower may request an Advance fronlLtireders by delivering to the Agent
at the times set forth below, the information anduiments set forth in this Section 2.2.

(b) No later than 2:00 p.m. (New York City time)eoBusiness Day prior to the proposed Funding DaéBorrower shall deliver:

(i) to the Trustee and the Agent, a duly complétedding Request substantially in the form of Extwbil hereto; and, to the
extent applicable,

(i) subject to its receipt of a written requesdrr the Agent, to the Agent a credit report andgaation summary for each Pre-
Positioned Loan that is to be funded with the peaiseof the proposed Advance setting forth the tradierwriting by the Originator of
such Pre-Positioned Loan, including, without lirtiia, a description of the Obligor and the propokedn transaction in a form
reasonably acceptable to the Aggargvidedthat Pre-Positioned Loans with an Aggregate OudtanLoan Balance no greater than
10% of the Aggregate Outstanding Loan Balance neefpitbded (in respect of all Advances Outstandinguiding the proposed
Advance) as Pre-Positioned Loans at any one time.

Each Funding Request shall (i) specify the aggeegatount of the requested Advance, which shalhlamiamount equal to at least
$1,000,000 or an integral multiple of $100,000xaess thereof, (ii) specify the proposed Fundintelé the requested Advance, (iii) specify
the amount of Advances Outstanding, (iv) includeesentation that all conditions precedent flumaling have been met, (v) include a
Borrowing Base Certificate calculated as of theedhe Advance is requested and after giving effette Advance requested therein and the
use of proceeds thereof, (vi) include a wire disbarent and authorization form and (vii) includeugdated Loan List including each Pre-
Positioned Loan to be funded with the proceedsefréquested Advance. Any Funding Request shattéecable. If any Funding Request
is received by the Agent after 2:00 p.m. (New YGiky time) on the Business Day that is one Busiri@eg prior to the Business Day for
which such Advance is requested or on a day thattis. Business Day, such Funding Request shalébmed to be received by the Agent at
9:00 a.m. on the next Business Day. The Agent ghathptly notify the Lenders of the receipt of e&emding Request. Such notice shall be
given by telephone and shall be promptly confirnmedriting by facsimile.

(c) No later than 2:00 p.m. (New York City time) the proposed Funding Date, the Borrower (or th@i€er on its behalf) shall delivi
to the Agent and the Trustee a certification sufi&thty in the form of Exhibit ko the Borrower concerning the Trustee’s receiptesfain
documentation relating to each Pre-Positioned ltodve funded with the proceeds of such Advance.
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(d) On the Funding Date, subject to the limitatisesforth in Section 2.1and upon satisfaction of the applicable condgiset forth in
Article 1ll , each Lender (other than a Non-Extending Lendel snake available to the Borrower in same day&jmt such bank or other
location reasonably designated by the BorrowehénRunding Request given pursuant to this Sectidnah amount equal to such Lender’s
Pro Rata Share of the least of (x) the amount i=qdeby the Borrower for such Advance, (y) the aggte unused Commitments then in
effect and (z) an amount equal to the Availabititysuch Funding Date.

(e) On each Funding Date, each Conduit Lendeheaa@ktent such Conduit Lender will fund the rege@gtdvance through the issuar
of Commercial Paper Notes, will use commerciallysanable efforts to select maturities for such Cencial Paper Notes which will
correspond as nearly as practicable to the pergatitement date of any Hedge Transaction the Baranay be required to enter into on
such Funding Date pursuant to Section;5fvidedthat prior to the occurrence of an Interest RatdgdeTrigger, the maturities of the
Commercial Paper Notes will be selected at therelimn of each Conduit Lender; aptbvided furthetthat no Conduit Lender shall incur a
liability or obligation to any party under this Aggment or any other Transaction Document by reakis failure or inability to cause the
maturities of its Commercial Paper Notes then idsoecorrespond to the tenor of any such Hedgeshetion as described herein.

(f) On each Funding Date, the obligation of eachder to remit its Pro Rata Share of any Advancd beaseveral from that of each
other Lender and the failure of any Lender to mslkeh amount available to the Borrower shall naevel any other Lender of its obligation
hereunder.

(9) Subject to the limitations set forth in Secthfh, on any day on which the Availability is greatiean zero, nothing in this Agreem
shall prevent the Borrower from requesting an Aaeafiom the Lenders for the purpose of distributimg proceeds of such Advance to
Kohlberg Capital and for any other purpose not jiribdd by this Agreement.

Section 2.3 Optional Changes in Facility Amount; PeEpayments.

(a) The Borrower shall be entitled at its optionamy time prior to the occurrence of a Terminatitvent, to terminate in whole or
reduce in part the portion of the Facility Amoumat exceeds the sum of the Advances Outstandiogyeat Interest, Breakage Costs and
Hedge Breakage Cosfsrovidedthat the Borrower shall give prior written noticethe form of Exhibit A2 of such reduction to the Agent
(with a copy to the Trustee) as provided in SectibB(b) and that any partial reduction of the FgcAmount shall be in an amount equal to
$1,000,000 and integral multiples of $100,000 iness thereof. Any request for a reduction or teatidm pursuant to this Section 2.3¢hpll
be irrevocable. The Commitment of each Lender dielieduced by an amount equal to its Pro RataeSpéor to giving effect to any
reduction of Commitments hereunder) of the aggeegatount of any reduction under this Section 2.3(a)
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(b) Prior to the occurrence of a Termination Evém, Borrower may, upon one Business Day'’s pridtter notice (such notice to be
received by the Agent and the Hedge Counterpartateo than 3:00 p.m. (New York City time) on suldy) to the Agent, the Trustee, the
Backup Servicer and each applicable Hedge Countgrpaduce the Advances Outstanding by delivetinthe Agent, (i) for payment to ez
Lender immediately available funds in the amourdgwath Lender’s Pro Rate Share, and (i) instrustionreduce such Advances Outstanding,
and to pay accrued Interest, Breakage Costs ande-H@kakage Costs related to Advances Outstandingdsicedprovidedthat no such
reduction shall be given effect unless the Borrolaaes complied with the terms of any Hedging Agresimequiring that one or more Hedge
Transactions be terminated in whole or in parhasésult of any such reduction of the Advancestauating, and the Borrower has paid in
full all Hedge Breakage Costs owing to the relevdatige Counterparty for any such termination. Aeguction of the Advances Outstanding
(other than (i) with respect to prepayments of Athes Outstanding to be made by the Borrower toceduvances Outstanding such that
Availability is greater than or equal to $0 or @@rmanent reductions in the Facility Amount) sbalin a minimum amount of $1,000,000
integral multiples of $100,000 in excess thereafy Auch reduction will occur only if sufficient fda have been remitted to pay all such
amounts in the succeeding sentence in full. Upoaipe of such amounts, the Agent shall apply sucbumnts to the payment of any Hedge
Breakage Costs, to tipeo ratareduction of the Advances Outstanding, to the pajtroEaccrued Interest on the amount of the Advance
Outstanding to be repaid by paying such amountisetd.enders, and to the payment of any BreakagesCaAry Advance so prepaid may,
subject to the terms and conditions hereof, berrela@d during the Revolving Period. Any BorrowertNde relating to any prepayment
pursuant to this Section 2.3(&hall be irrevocable.

Section 2.4 Deemed Collections

If on any day (a) the Trustee on behalf of the st Parties does not own or have a valid and peddast priority security interest in
any Loan and Related Property (subject to Permitieds) or (b) any representation or warranty teth Loan was an Eligible Loan was not
true when made, then upon the earlier of the Boertswreceipt of notice from the Agent or the Boremwbecoming aware thereof and the
Borrower’s failure to cure such breach within 3§&léf cure is reasonably possible and otherwisaédiately upon receipt of such notice or
the Borrower becoming aware), the Borrower shallbemed to have received on such day a collectiérbgemed Collectiof) of such
Loan in full and shall on such day pay to the Teasbn behalf of the Secured Parties an amount émj¢al the sum of (i) the amount
determined by multiplying the percentage set fortthe definition of Advance Rate herein applicafolesuch Loarnimesthe Outstanding
Loan Balance of such Loan on the date of repurclphss(ii) accrued Interest to be applied to fhre ratareduction of the Advances
Outstandingplus(y) any Breakage Costs and Hedge Breakage Costargnather payments owing to the applicable Hedgen@rparty in
respect of the termination of any Hedge Transactguired as a result of the Deemed Collectpbus (z) any other costs and expenses re
to the retransfer of such Loan and any Relatedd?tpgontemplated by this Section 2. connection with any such Deemed Collectiom, th
Trustee on behalf of the Secured Parties shalhsatioally and without further action (unless othisewnecessary or requested by the
Borrower or Servicer, in which event the Trustekaseby authorized to execute and deliver suchumsnts and documents as may be
requested by the Borrower or the Servicer) be dddmeelease the Lien on such Loan
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and any Related Property created by this Agreeindatvor of the Trustee on behalf of the Securedi®aand transfer to the Borrower, free
and clear of any Lien created by the Trustee omlbelithe Secured Parties, all of the right, tiled interest of the Trustee on behalf of the
Secured Parties in, to, and under the Loan andRatated Property with respect to which the Agerstiegeived such Deemed Collection
(such Loan a “ Repurchased Ldanbut without any recourse, representation andavey of any kind, express or implied.

Section 2.5 Notations on Variable Funding Notes

Each Lender (or its agent on its behalf) is herimyorized to enter on a schedule attached to énmble Funding Note with respect to
such Lender a notation (which may be computer geed) or to otherwise record in its internal boaksd records or computer system with
respect to each Advance under the Variable Funidiotg made by the applicable Lender of: (a) the datkprincipal amount thereof and
(b) each payment and repayment of principal theroy such recordation shall, absent manifest enonstitute prima facie evidence of the
accuracy of the information so recorded. The failofrthe Agent to make any such notation on thedule attached to the applicable Varic
Funding Note shall not limit or otherwise affece thbligation of the Borrower to repay the Advangeder the Variable Funding Note in
accordance with the terms set forth herein.

Section 2.6 Principal Repayments

(&) Unless sooner prepaid pursuant to Section Pa3(Bection 9.1 the Advances Outstanding shall be repaid indnlthe date that
occurs twenty-four (24) months following the Teratiion Date. In addition, Advances Outstanding sbelfepaid as and when necessary to
cause the Availability to equal or exceed $0, amgamount so repaid may, subject to the terms anditons hereof, be reborrowed
hereunder during the Revolving Period.

(b) All repayments of any Advance or any portioargof shall be made together with payment of (i)rebrest accrued and unpaid on
the amount repaid to (but excluding) the date ehgepayment, (ii) any and all Breakage Costs,(aiéll Hedge Breakage Costs and any
other amounts payable by the Borrower under or véifipect to any Hedging Agreement.

Section 2.7 Interest Payments

(a) Interest shall accrue on each Advance durikch éacrual Period at the applicable Interest Rake Borrower shall pay Interest on
the unpaid principal amount of each Advance forggod commencing on and including the Fundingelditsuch Advance, as applicable,
through but excluding the date that such Advans@pgplicable, shall be paid in full. Interest slaaérue during each Accrual Period and be
payable on each Advance on each Payment Date susgelier paid pursuant to or in connection wijla(prepayment in accordance with
Section 2.3 (ii) a reimbursement or repayment in accordanitle $ection 2.4r (iii) a CP Payment Date.

(b) Each Lender shall determine the Interest Radelaterest (including unpaid Interest, if any, dunel payable on a prior Payment
Date) to be paid by the Borrower with respect tthe&dvance on each Payment Date for the relateduat®eriod and shall advise the
Servicer on behalf of the Borrower and the Truseeeof three Business Days prior to such Paymate.D
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(c) Anything in this Agreement or the other Trarigat Documents to the contrary notwithstandingtifiny time the rate of interest
payable by any Person under this Agreement and@irdmesaction Documents exceeds the highest ratearest permissible under Applicable
Law (the “ Maximum Lawful Raté), then, so long as the Maximum Lawful Rate wob&lexceeded, the rate of interest under this Ageeém
and the Transaction Documents shall be equal tMtrémum Lawful Rate. If at any time thereafter tlate of interest payable under this
Agreement and the Transaction Documents is lessttteeMaximum Lawful Rate, such Person shall caito pay interest under this
Agreement and the Transaction Documents at the ilaxi Lawful Rate until such time as the total ins¢meceived from such Person is
equal to the total interest that would have beerived had Applicable Law not limited the interesge payable under this Agreement and the
Transaction Documents. In no event shall the iatatest received by any Lender under this Agredrard the Transaction Documents
exceed the amount that such Lender could lawfudlyelreceived, had the interest due under this Ageaeeand the Transaction Documents
been calculated since the Closing Date at the Mamirhawful Rate.

Section 2.8 Settlement Procedures

@) (1) During the Revolving Perio©n each Payment Date during the Revolving PetfmServicer on behalf of the Borrower
shall pay to the following Persons pursuant toNtomthly Report, to the extent of Available Fundsnh the Collection Account and, to the
extent of Available Funds, as applicable, fromRaserve Account, the following amounts in the failog order of priority:

(i) First , pro ratato each Hedge Counterparty, any amounts, exclugliygHedge Breakage Costs and any payments due in
respect of the termination of any Hedge Transastiowing to that Hedge Counterparty under its retsype Hedging Agreement in
respect of any Hedge Transaction(s), for the paynhemneof;

(i) Second to the Servicer, to the extent of Collectionseieed with respect to the specific Loans and Oltigor which such
Servicer Advances were made, in an amount equaiytdJnreimbursed Servicer Advances on such Loanshé payment thereof;

(iii) Third , to the Backup Servicer, in amount equal to amywed and unpaid currently due Backup Servicer &éanpaid
Backup Servicer Fees due from a prior Payment Raue punpaid Backup Servicer Expenses and amouetsodihe Backup Servicer as
an Indemnified Party, and any Transition Coststlierpayment thereof; provided that the amountrah3ition Costs payable under this
clauseThird shall not exceed $100,000 in the aggregate witheetdo such Payment Date;

(iv) Fourth, to the Trustee in an amount equal to any accanedunpaid currently due Trustee Fee, all unpaist€e Fees due
from a prior Payment Date, all unpaid Trustee Expspand any other amounts due to the Trustee lasi@mnified Party, for the
payment thereof;
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(v) Fifth , to the Servicer, in an amount equal to its aatared unpaid Servicing Fees and, to any SuccesswicSr, Market
Servicing Fee Differential to the end of the préngdCollection Period, for the payment thergmfpvidedthat the amount of Market
Servicing Fee Differential payable in any 12-mopémniod under this claugséfth shall not exceed 1.0% of the Aggregate Outstanding
Loan Balance;

(vi) Sixth, pro ratato each Lender in an amount equal to any accruédiapaid Interest and Breakage Costs, for the payme
thereof;

(vii) Seventh pro ratato each Lender in an amount equal to any accruédiapaid Program Fee and Facility Fee, for the mant
thereof;

(vii) Eighth, to the Agent for the account of the applicabléeafed Party, to be pajuto ratato such Affected Party in accordai
with the amount owed to such Person under thisselgighth, in an amount equal to any unpaid Increased Coatses and any Other
Costs, for the payment thereof;

(ix) Ninth, pro ratato each Lender, if the Required Advance ReductioroAnt is greater than zero, an amount necessary to
reduce the Required Advance Reduction Amount to;zer

(x) Tenth, to the Reserve Account, an amount, if necessaguired for the amount on deposit in the ReserveoAnt to equal the
Reserve Account Required Amount;

(xi) Eleventh, to the Agent, the Lenders, the Affected Partiabthe Indemnified Partiepro ratain accordance with the amount
owed to such Person under this claba/enth, all other amounts (other than Advances Outstandimgy) due under this Agreement,
the payment thereof;

(xii) Twelfth, pro ratato each Hedge Counterparty, any Hedge Breakages Gost payments due in respect of the termination o
any Hedge Transactions owing that Hedge Countgrpader its respective Hedging Agreement in respeanhy Hedge Transaction(s),
for the payment thereof;

(xiii) Thirteenth, to the extent not paid by the Servicer, to thekBa Servicer, to the Trustee, and to any Succ&¥swicer, as
applicable pro ratain accordance with the amount owed to such Peradenthis claus&hirteenth, in an amount equal to any accrued
and unpaid Backup Servicer Expenses, Trustee Egpedl, to the extent not previously paid purst@a() clauserhird above, the
Market Servicing Fee Differential, and (y) cladsmurth above, Transition Costs, for the payment thereof;

(xiv) Fourteenth, pro ratain accordance with the amount owed to such Pensoder this clausBourteenth, in an amount equal
to all Advances outstanding made by each Non-Extgnidender, together with any accrued and unpagté@st thereon (to the extent
not paid in claus&ixthabove).
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(xv) Fifteenth, to the extent of remaining Available Funds reprdgisig Principal Collections, for reinvestment dddional
Eligible Loans that shall become part of the Cellak within two Business Days thereafter;

(xvi) Sixteenth to the extent of remaining Available Funds repreimg Principal Collections, to deposit in thenipal Collectior
Account;

(xvii) Seventeenthany amounts on deposit in the Reserve Accouaxdess of the Reserve Account Required Amount Bnd a
remaining amounts shall be distributed to the Boeio

(2) On the terms and conditions hereinafter sebf@t any time during the Revolving Period, theviger may, to the extent of a
Principal Collections on deposit in the Principalli€ction Account:

(i) withdraw such funds for the purpose of reinirggin additional Eligible Loangrovidedthe following conditions are satisfied:
a. all conditions precedent set forth in Sectid{8.have been satisfied,;

b. the Servicer provides same day written noticiéoAgent and Trustee by facsimile (to be recevedhter than 1:00 p.m.
(New York time) on such day) of the request to diiw Principal Collections and the amount thereof;

c. the notice required in clause (Bpove shall be accompanied by a Borrower Notidherform of Exhibit A2 and a
Borrowing Base Certificate and the same are exddudhe Borrower and at least one Responsible@fif the Servicer;

d. the Trustee provides to the Agent by facsimilerail (to be received no later than 2:00 p.mwNe@rk time) on that
same date) a statement reflecting the total ammuieposit on such day (and as of the time noteslioh statement) in the
Principal Collection Account; and

e. upon confirmation by the Agent of the satisfactdf the conditions set forth in clauses tajough_(d) above, the Trustee
shall release funds from the Principal Collectiartéunt to the Servicer in an amount not to exchededsser of (A) the amount
requested by the Servicer and (B) the amount opsiejn the Principal Collection Account on suctlydar

(i) withdraw such funds for the purpose of makpayments in respect of the Advances Outstandisgdat time in accordance
with and subject to the terms of Section 2.3(b)
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(b) During the Amortization PeriodOn each Payment Date during the Amortizationdeethe Servicer on behalf of the Borrower shall
pay to the following Persons pursuant to the MgnBport, to the extent of Available Funds, frora @ollection Account and, to the extent
of Available Funds, as applicable, from the Reséweeount, the following amounts in the followingder of priority:

(i) First , pro ratato each Hedge Counterparty, any amounts, includinygHedge Breakage Costs and any payments duspaa
of the termination of any Hedge Transactions ovicnthat Hedge Counterparty under its respectivegitgdAgreement in respect of
any Hedge Transaction(s), for the payment themmofjidedthat the amount of Hedge Breakage Costs payableruhid clauséirst
shall not exceed $250,000 in the aggregate;

(i) Second to the Servicer, to the extent of Collectionsereed with respect to the specific Loans and Obsdor which such
Servicer Advances were made, in an amount equaiytdJnreimbursed Servicer Advances on such Loanshé payment thereof;

(iii) Third, to the Backup Servicer, in amount equal to aryws and unpaid currently due Backup Servicer &éanpaid
Backup Servicer Fees due from a prior Payment Raue punpaid Backup Servicer Expenses and amouetsodihe Backup Servicer as
an Indemnified Party, and any Transition Coststlierpayment thereofirovidedthat the amount of Transition Costs payable urfier t
clauseThird shall not exceed $100,000 in the aggregate witheso such Payment Date;

(iv) Fourth, to the Trustee in an amount equal to any accameldunpaid currently due Trustee Fee, all unpaii€e Fees due
from a prior Payment Date, all unpaid Trustee Expspand any other amounts due to the Trustee lagl@mnified Party, for the
payment thereof;

(v) Fifth , to the Servicer, in an amount equal to its aatared unpaid Servicing Fees and, to any SuccesswicSr, Market
Servicing Fee Differential to the end of the préngdCollection Period, for the payment thergmipvidedthat the amount of Market
Servicing Fee Differential payable in any 12-mopémniod under this claugkhird shall not exceed 1.0% of the Aggregate Outstanding
Loan Balance;

(vi) Sixth, pro ratato each Lender, in an amount equal to any accroddiapaid Interest and Breakage Costs, for the paym
thereof;

(vii) Seventh pro ratato each Lender, in an amount equal to any accrnddiapaid Program Fee and Facility Fee, for the
payment thereof;

(viii) Eighth, to the Agent, for the account of the applicabfieéted Party, to be pajolo ratato such Affected Party in
accordance with the amount owed to such Persorr tinideclauseEighth, in an amount equal to any unpaid Increased Coatss and
any Other Costs, for the payment thereof;
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(ix) Ninth, to the Reserve Account, an amount, if necessegyired for the amount on deposit in the ReserveoAnt to equal tr
Reserve Account Required Amount;

(x) Tenth, to the extent of all remaining Available Fundsl@my amounts on deposit in the Reserve Accouexdess of the
Reserve Account Required Amouptp ratato the Lenders, in an amount necessary to redecAdkances Outstanding and Obligati
to zero, for the payment thereof;

(xi) Eleventh, to the extent not previously paid pursuant taistdrirst above pro ratato each Hedge Counterparty, any Hedge
Breakage Costs owing to that Hedge Counterpartgitslrespective Hedging Agreement in respechgftdedge Transaction(s), for
the payment thereof;

(xii) Twelfth, to the Agent, the Lenders, the Affected Partiedthe Indemnified Partiepro ratain accordance with the amount
owed to such Person under this clalgelfth, all other amounts (other than Advances Outstay)dhren due under this Agreement, for
the payment thereof;

(xiil) Thirteenth, to the extent not paid by the Servicer, to thek@ Servicer, to the Trustee, and to any Succeasaicer, as
applicable pro ratain accordance with the amount owed to such Peraderthis claus&hirteenth, in an amount equal to any accrued
and unpaid Backup Servicer Expenses, Trustee Egpenrgl, to the extent not previously paid purst@(®) clauserhird above, the
Market Servicing Fee Differential, and (y) cladsmurth above, Transition Costs, for the payment thereof;

(xiv) Fourteenth, any remaining amounts shall be distributed toBbeower.

Section 2.9 Collections and Allocations
(a) The Borrower or the Servicer on behalf of tlwerBwer shall promptly (but in no event later thgnthe close of business on the

second Business Day after the receipt thereofliigeany Collections received by it as being Instr€ollections or Principal Collections and

deposit all such Interest Collections or Princiallections received directly by it into the Colien Account and corresponding Interest

Collection Account or Principal Collection Accouiithe Servicer on behalf of the Borrower shall malkeh deposits or payments on the date

indicated by wire transfer, in immediately availfiinds.

(b) Until the occurrence of a Termination Datethe extent there are uninvested amounts depositénd iCollection Account or the
Reserve Account, all amounts shall be investeceimiRted Investments selected by the Servicer tialbef the Borrower, and from and af
the occurrence of a Termination Date, to the extesrte are uninvested amounts deposited in the@imh Account all amounts may be
invested in Permitted Investments selected by tipenAithat mature no later than the next Businegs Da

(c) Notwithstanding anything to the contrary conéal herein or in any other Transaction Documehpalments required to be made
the Borrower hereunder shall be made by the Bonrawthe Servicer acting on its behalf, directihg Trustee to make such
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payments. The Trustee shall make such payment&tSdcured Parties and any other Persons pursudnid Agreement based solely on the
information set forth in instructions, includingetiMonthly Report, furnished by the Servicer actimgbehalf of the Borrower, and shall be
entitled to conclusively rely on such informatiamdareports, and on the calculations contained thevhen making such payments.

Section 2.10 Payments, Computations, Etc

(a) Unless otherwise expressly provided hereirgralbunts to be paid or deposited by the BorrowéheiServicer on behalf of the
Borrower hereunder shall be paid or deposited aoance with the terms hereof no later than 1p:60 (New York City time) on the day
when due in lawful money of the United States imiadiately available funds to each Lender’s Accaifrihe Lenders entitled to such
amounts. The Borrower shall, to the extent permhitig law, pay to the Secured Parties interest loemabunts not paid or deposited when due
hereunder at 2%per annunabove the Base Rate, and in the case of any amoonpsid or deposited under any Hedging Agreenietarest
at the “rate” specified in the applicable Hedgingréement, in each case, payable on denmnogjdedthat such interest rate shall not at any
time exceed the Maximum Lawful Rate. All computa®f interest and all computations of the InteRegtie and other fees hereunder she
made on the basis of a year of 360 (other thanutzdions with respect to the Base Rate which dimlbased on a year consisting of 365 or
366 days, as applicable) days for the actual nurbeays (including the first but excluding thetlday) elapsed.

(b) Whenever any payment hereunder shall be statbd due on a day other than a Business Day,gayhent shall be made on the
next succeeding Business Day, and such extensitmefshall in such case be included in the contfmrtaf payment of Interest, other
interest or any fee payable hereunder, as thermnagée.

(c) To the extent permitted under Applicable Lalvpayments hereunder shall be made without settwofounterclaim and in such
amounts as may be necessary in order that allgayments shall not be less than the amounts otberspecified to be paid under this
Agreement (after withholding for or on account o & axes). Promptly following the Collection Datiee Agent and each Lender (or any
agent acting on any Lender’s behalf) shall markhegaplicable Variable Funding Note “Paid” and ratiirto the Borrower.

Section 2.11 [Reserved]
Section 2.12 Fees

(a) The Borrower shall pay to each Lender, to titerg of Available Funds, from the Collection Acod@and, as applicable, from the
Reserve Account, on each Payment Date, monthlyr@aes, in accordance with Section 2.8(a)(1) @iyl Section 2.8(b)(vii) the Program
Fee and Facility Fee.

(b) The Borrower shall pay to the Servicer, toetent of Available Funds, from the Collection Aoob and, as applicable, from the
Reserve Account, on each Payment Date, monthlyr@aes, in accordance with Section 2.8(a)(1)&iig Section 2.8(b)(iii) (i) the Servicing
Fee and, as applicable to any Successor Sentieelarket Servicing Fee Differential and (ii) onggifees of Independent public account:
in connection with performance of certain agreedruprocedures and the duties set forth in Sectib@.7
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(c) The Backup Servicer shall be entitled to reeeto the extent of Available Funds, from the Caiiten Account and, as applicable,
from the Reserve Account, on each Payment Datethiyoim arrears, in accordance with Section 2.8(d){) and_Section 2.8(b)(iii) an
amount equal to the sum of the Backup Servicer iEesasonable out-of-pocket fees and expensdspthier amounts due to it under this
Agreement.

(d) The Trustee shall be entitled to receive, toaktent of Available Funds, from the CollectioncAant and, as applicable, from the
Reserve Account, on each Payment Date, monthlyr@aes, in accordance with Section 2.8(a)(1)éindl_Section 2.8(b)(iv)the Trustee Fee,
its reasonable out-of-pocket fees and expensesythed amounts due to it under this Agreement.

(e) The Borrower shall pay to Dechert LLP, as celitsthe Agent, in accordance with Section 14)9tl{e estimated legal fees and
itemized out-of-pocket expenses of such counsef aach date, and (i) all additional reasonabésfand out-of-pocket expenses of such
counsel within 30 days Business Days after recgiaiminvoice for such amounfmovidedthat all such fees shall be broken down by time
and hourly rates and not value billed, and shading event not exceed the amount set forth in deelietter.

Sectior2.13 Increased Costs; Capital Adequacy; lllegality

(a) If either (i) the introduction of or any chan@ecluding, without limitation, any change by waf/imposition or increase of reserve
requirements) in or in the interpretation of anyphApable Law or regulation or (ii) the complianceg én Affected Party with any guideline or
request from any central bank or other Governmeku#thority (whether or not having the force of laA) shall subject an Affected Party to
any Tax (except for Taxes on the overall net incafiguch Affected Party), duty or other charge wéhpect to an Advance hereunder, or on
any payment made hereunder or (B) shall imposejfynoddeem applicable any reserve requirementatiag, without limitation, any
reserve requirement imposed by the Federal Re&waed, but excluding any reserve requirement, ¥, amcluded in the determination of
Interest), special deposit or similar requiremeggiast assets of, deposits with or for the amoéindrocredit extended by, any Affected Party
or (C) shall impose any other condition affectimgfavance or any Affected Party’s rights hereur(@derof maintaining a Lender’s obligation
to make any such Advance), the result of whiclo imtrease the cost to any Affected Party or teicedhe amount of any sum received or
receivable by an Affected Party under this Agreeimilien within ten days after demand by such A8fddParty (which demand shall be
accompanied by a statement setting forth the hassmich demand), the Borrower shall pay direailgich Affected Party such additional
amount or amounts as will compensate such AffeBtatly for such additional or increased cost inacimesuch reduction suffered.

(b) If either (i) the introduction of or any chanigeor in the interpretation of any Applicable Laguideline, rule, regulation, directive or
request or (i) compliance by any Affected Partyhwany Applicable Law, guideline, rule, regulatiaiirective or request from any central
bank or other Governmental Authority (whether ot Imaving the force of law),
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including, without limitation, compliance by an &ffted Party with any request or directive regardimgjtal adequacy, has or would have the
effect of reducing the rate of return on the cdmifaany Affected Party as a consequence of itigabibns hereunder or arising in connection
herewith to a level below that which any such AféecParty could have achieved but for such intridocchange or compliance (taking into
consideration the policies of such Affected Parithwespect to capital adequacy) by an amount dddmesuch Affected Party to be mater
then from time to time, within ten days after dechéy such Affected Party (which demand shall beoagranied by a statement setting forth
the basis for such demand), the Borrower shalldictly to such Affected Party such additional amioor amounts as will compensate such
Affected Party for such reduction. For avoidanceaibt, any interpretation of Accounting Researalidéin No. 51 by the Financial
Accounting Standards Board shall constitute an tidiopchange, request or directive subject to Sgstion 2.13(b)

(c) If as a result of any event or circumstanceilainto those described in Sections 2.12(@j (b), any Affected Party is required to
compensate a bank or other financial institutiaovjating liquidity support, credit enhancement dneatsimilar support to such Affected Party
in connection with this Agreement or the fundingmaintenance of Advances hereunder, then withirdésts after demand by such Affected
Party, the Borrower shall pay to such Affected yarich additional amount or amounts as may be sapeto reimburse such Affected Party
for any such amounts paid by it.

(d) In determining any amount provided for in tBisction 2.13 the Affected Party may use any reasonable avagaayid attribution
methods. Any Affected Party making a claim undés gection shall submit to the Borrower a certiécas to such additional or increased
or reduction, which certificate shall calculateéasonable detail any such charges and shall lBusdre absent demonstrable error.

(e) If a Eurodollar Disruption Event as describedlause (a)of the definition of “Eurodollar Disruption Eventiccurs, each affected
Lender shall notify the Agent thereof and the Aggmll in turn so notify the Borrower, whereupohfavances funded by the affected
Lender in respect of which Interest accrues attBOR Rate shall immediately be converted into Adle@s in respect of which Interest
accrues at the Base Rate.

(f) Failure or delay on the part of any Affectedtiydo demand compensation pursuant to this Se&idBshall not constitute a waiver
of such Affected Party’s right to demand such consjgion.

Section 2.14 Taxes

(a) All payments made by the Borrower to or for deeount of the Agent or another Secured Partgspect of any Advance and all
payments made by the Borrower or the Servicer tialbef the Borrower under this Agreement will baate free and clear of and without
deduction or withholding for or on account of argx€&s, unless such withholding or deduction is meguby law. In such event, the Borrower
shall pay to the appropriate taxing authority anghsTaxes required to be deducted or withheld hadgtmount payable to the Agent and each
other Secured Party (as the case may be) willtre@sed (such increase, the “ Additional Amdisuch that every net payment made under
this Agreement after deduction or
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withholding for or on account of any Taxes (inchugli without limitation, any Taxes on such incredsejot less than the amount that would
have been paid had no such deduction or withholdéen deducted or withheld. The foregoing obligatmpay Additional Amounts,
however, will not apply with respect to, and thert¢Additional Amount” shall be deemed not to indtuany (i) franchise (and similar) taxes
imposed on the Agent or another Secured Party)dages on or measured by the net income or gnzssne (including branch profits) of the
Agent or another Secured Party, imposed by thedigtion (or any political subdivision thereof), asesult of the Agent or another Secured
Party, as the case may be, being organized or désgiprincipal office or offices or lending offia offices located in such jurisdiction or &
result of a present or former connection betweerAtent or the other Secured Party and the jutisdi¢other than a connection arising
solely as a result of the Agent or other SecuretyPaving performed its obligations or receivegmpant hereunder). If the Agent or another
Secured Party pays any Taxes in respect of whlBthrower is obligated to pay Additional Amountsder this Section 2.14(ajhe

Borrower shall promptly reimburse such SecuredyRarthe Agent, as applicable, in full.

(b) The Borrower will indemnify each Secured Patyl the Agent for the full amount of Taxes in resmé which the Borrower is
required to pay Additional Amounts (including, watht limitation, any Taxes imposed by any jurisdinton such Additional Amounts) paid
by such Secured Party or the Agent (as the casebrlagnd any liability (including penalties, intsrand expenses) arising therefrom or with
respect theretqrovidedthat such Secured Party or the Agent, as appreprizking a demand for indemnity payment, shaligethe
Borrower, at its address set forth under its namAmnex Ahereto, with a certificate from the relevant taxaghority or from a Responsible
Officer of such Secured Party or the Agent statingtherwise evidencing that such Secured PartgeoAgent has made payment of such
Taxes and will provide a copy of or extract frontdmentation, if available, furnished by such taxdnghority evidencing assertion or
payment of such Taxes. This indemnification shalhtade within ten days from the date the Secureyy Bathe Agent (as the case may be)
makes written demand therefor.

(c) Within 30 days after the date of any paymentigyBorrower of any Taxes, the Borrower will fuginito the Agent, at its address set
forth on Annex A hereto, appropriate evidence gfpant thereof.

(d) If the Secured Party is not a United Statesdtewithin the meaning of Code Section 7701(a)}3)MonU.S. Participant), the
Secured Party shall deliver to the Borrower wittopy to the Agent and the Trustee (i) within 15glafter the date hereof, or, if later, the |
on which the Secured Party becomes a Secured fragynder two (or such other number as may frora tortime be prescribed by
Applicable Laws) accurate and duly completed odaggigned copies of IRS Form W-8ECI, Form W-8IMYFarm W-8BEN (or any
successor forms or other certificates or statentbatsmay be required from time to time by thevatg United States taxing authorities or
Applicable Laws), as appropriate, to permit therBater to make payments hereunder for the accousticti Secured Party, as the case may
be, without deduction or withholding of United ®sfederal income or similar Taxes and (ii) upandbsolescence (including by reason of a
lapse in time) of or after the occurrence of angrgvequiring a change in, any form or certifigateviously delivered pursuant to this
Section 2.14(d) two accurate and duly completed original signepies (or such other number as may
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from time to time be prescribed by Applicable Law§ysuch additional, amended or successor formtficates or statements as may be
required under Applicable Laws to permit the Boreowo make payments hereunder for the accountadf Secured Party, without deduction
or withholding of United States federal income ionikar Taxes. If the Secured Party is a Non-U.StiBipant and is claiming a complete
exemption from withholding on interest pursuan€tmde Sections 871(h) or 881(c), the Secured Phal deliver (along with two accurate
and complete original signed copies of IRS Form BER) a certificate in form and substance reasonabteptable to the Borrower (any
such certificate, a * Withholding Certificatgcertifying to the effect that the Secured Pastyot (A) a “bank” within the meaning of

Section 881(c)(3)(A) of the Code, (B) a “10 percgimareholder” of the Borrower within the meanindsefction 881(c)(3)(B) of the Code, or
(C) a controlled foreign corporation receiving gt from a related person within the meaning atie 881(c)(3)(C) of the Code. In
addition, if the Secured Party is a Non-U.S. Pgudict, it agrees that from time to time after tHedthg Date, (or in the case of a Secured
Party that is an assignee, after the date of thigrmment to such Secured Party), when a lapsenm (or change in circumstances) renders the
prior Withholding Certificates hereunder obsoleténaccurate in any material respect, the Secueety Bhall, to the extent permitted under
Applicable Law and, if applicable, a new WithholgiGertificate, to confirm or establish the entitmhof the Secured Party to an exemption
from United States withholding tax on interest payts to be made hereunder or under any Loan.

(e) If the Secured Party is not a Non-U.S. Pardiatpit shall provide two accurate, properly congdieand duly executed copies of IRS
Form W-9 (or any successor or other applicable Jamthe Borrower, with a copy to the Agent and Tnestee, certifying that the Secured
Party is exempt from United States backup withirgdiax. To the extent that a form provided purstarhis section is rendered obsolete or
inaccurate in any material respects as result afiga in circumstances with respect to the stattiseoSecured Party, the Secured Party shall,
to the extent permitted by applicable law, deliteethe Borrower revised forms necessary to conéirrastablish the entitlement to such
Secured Party’s exemption from United States bagkitigholding tax.

(f) The Borrower shall not be required to compeasaty Secured Party pursuant to Section 2.1k ) demnify any Secured Party
pursuant to Section 10far any Taxes to the extent that such obligationsid/ not have arisen but for the fact that (i) sGefcured Party
failed to comply with Sections 2.14(dj (e), as applicable, (ii) the form or forms and/or Wiithding Certificate delivered by the Lender or
Agent pursuant to Section 2.1@)(e) do not establish a complete exemption from U.8eifal withholding tax or the information or
certifications made therein by the Secured Pagyuatrue or inaccurate on the date delivered innaaterial respect, or (iii) the Secured Party
designated a successor lending office at whichaintains the Advances which has the effect of causuch Secured Party to become
obligated for Tax payments in excess of those fiscefmmediately prior to such designation.

(9) In the event the Borrower (i)(A) compensateg Sacured Party for any Taxes pursuant to Sectibff)dr (B) makes an
indemnification payment for Taxes pursuant to $ec8.land (i) makes a written request to such Securety Ra its cooperation, the
Secured Party shall cooperate with the Borrowehallenging such Taxes, provided that (x) the Sstiarty reasonably determines in good
faith that it will not suffer any adverse effectasesult thereof, (y) all costs of such challeageat the expense of the Borrower and (z) the
Borrower determines in good faith that there isogmble basis to prevail in a challenge of suchgax
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(h) If a Secured Party determines that it has vecka refund in respect of any Taxes for whichBberower has compensated it
pursuant to Section 2.1(® indemnified it pursuant to Section §.it shall promptly remit the portion of such reflto the Borrower as it
reasonably determines will leave it in no betteworse after-tax financial position (taking intacaant all out-of-pocket expenses of such
Secured Party and without interest (other thaniatgyest paid by the relevant taxing authority wigkpect to such refund)) than it would h
been in if the Taxes giving rise to such refund hader been imposed in the first instarm®yvidedthat the Borrower, upon the request of
such Secured Party, agrees promptly to return sefand to such Secured Party in the event suchr8eédrarty is required to repay such
refund to the relevant taxing authority (includisgy interest or penalties).

(i) If, in connection with an agreement or othecuaiment providing liquidity support, credit enhaneror other similar support to any
Lender in connection with this Agreement or thedimg or maintenance of Advances hereunder, suchéres required to compensate a k
or other financial institution in respect of Taxewler circumstances similar to those describetignSection 2.14then within ten days after
demand by such Lender, the Borrower shall pay ¢t fiender such additional amount or amounts ashlmayecessary to reimburse such
Lender for any amounts paid by them.

Section 2.15 Assignment of the Purchase Agreement

The Borrower hereby assigns to the Trustee, fordtable benefit of the Secured Parties hereuadlesf the Borrower’s right, and title
and interest in and to (but none of its obligatianger) the Purchase Agreement. In furtherancenahah limitation of the foregoing, the
Borrower hereby assigns to the Trustee on behalfeoSecured Parties, its right to Indemnificatimader Section 10.18 of the Purchase
Agreement. The Borrower confirms that following erfhination Event the Agent shall have the soletriglenforce the Borrowes’rights ant
remedies under the Purchase Agreement for the ibenéfie Secured Parties, but without any obligatbn the part of the Trustee, the
Secured Parties or any of their respective Afigtto perform any of the obligations of the Boreownder the Purchase Agreement. Each of
the Borrower and the Agent further confirms andeagrthat such assignment to the Trustee shalliatenupon the Collection Daterovided
that the rights of the Trustee and the SecuredeBgstirsuant to such assignment with respect hisignd remedies in connection with any
indemnities and any breach of any representatian;amty or covenants made by the Originator purtsicatine Purchase Agreement, which
rights and remedies survive the termination ofRbiechase Agreement, shall be continuing and shall\e any termination of such
assignment.

Section 2.16 Lien Release Dividend

(a) Notwithstanding any provision contained in thgreement to the contrargrovidedthere is not then existing an Unmatured
Termination Event, a Termination Event, an Unmatuervicer Termination Event or a Servicer TermdaraEvent, on a Lien Release
Dividend Date, the Borrower may dividend to thegbrator all or a portion of the Transferred Loathe (“ Lien Release Dividend, subject
to the following terms and conditions:

() The Borrower and the Originator shall have gitee Agent (with a copy to the Trustee) at least 2) Business Days’ prior
written notice of their intent to effectuate a LiBelease Dividend, unless such notice is waivethbyAgent;
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(i) Any Lien Release Dividend shall only be in emttion with a Permitted Securitization Transagction

(iii) After giving effect to the Lien Release Divédd and the transfer to the Originator of the Tiemed Loans or portions thereof
on the Lien Release Dividend Date, (A) the Avaliapis greater than or equal to $0, (B) the repretations and warranties contained in
Sections 4.5and 4.2shall continue to be correct in all material re¢peexcept to the extent relating to an earliee d@g) the eligibility
of any Transferred Loan remaining as part of thiéa@ral after the Lien Release Dividend will beéleeermined as of the Lien Release
Dividend Date, (D) the Concentration Limits will bedetermined as of the Lien Release Dividend O&eneither an Unmatured
Termination Event, a Termination Event, an UnmatuBervicer Termination Event nor a Servicer TertiamaEvent shall have
resulted; and (F) the Collateral Quality Test shalkatisfied after giving effect to the Lien Rele®ividend;

(iv) Such Lien Release Dividend must be in comm@awith Applicable Law and may not (A) be made with intent to hinder,
delay or defraud any creditor of the Borrower oy i@ve the Borrower, immediately after giving effeo the Lien Release Dividend,
() insolvent, (ii) with insufficient funds to pays obligations as and when they become due ¢mith inadequate capital for its present
and anticipated business and transactions;

(v) On or prior to the Lien Release Dividend Ddlte Borrower shall have (A) delivered to the Agedist specifying all
Transferred Loans or portions thereof to be transfepursuant to such Lien Release Dividend and\gent shall have approved same
in its sole discretion and (B) obtained all authations, consents and approvals required to efiéetine Lien Release Dividend;

(vi) A portion of a Transferred Loan may be tramsfd pursuant to a Lien Release Dividgmdvidedthat (A) such transfer does
not have an adverse effect on the portion of thenLi@maining as a part of the Collateral, any o@wlateral or the Secured Parties,
(B) the Loan Documents for such portion of the Bfarred Loan remaining as a part of the Collatesale been amended to contain
customarypro ratasharing, intercreditor and, if applicable, suboadiion, provisions and (C) a new promissory notetlierportion of
the Transferred Loan remaining as a part of théa@ohl has been executed by the Obligor, and tigenal thereof has been endorse:
blank or to the Trustee on behalf of the Securatid®aand delivered to the Trustee; and
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(vii) The Borrower shall deliver a Borrowing Baser@ficate (including a calculation of the BorrowiBase after giving effect to
such Lien Release Dividend) to the Agent; and

(viii) The Borrower shall have paid in full an aggate amount equal to the sum of all amounts ddewaing to the Agent, the
Trustee, the Backup Servicer, the Lenders and dugkl Counterparty, as applicable, under this Ages¢mnd the other Transaction
Documents, to the extent accrued to such dateu@ingg, without limitation, Breakage Costs and HeBgeakage Costs) with respect to
the Transferred Loans to be transferred pursuaatien Release Dividend and incurred in conneatidh the transfer of such
Transferred Loans pursuant to such Lien Releasel@id and the termination of any Hedge Transactionshole or in part, in
connection therewith.

(b) In connection with the Lien Release Dividertre shall be sold and assigned to the Borrowdinowt recourse, representation or
warranty, all of the right, title and interest betTrustee on behalf of the Secured Parties iantbunder the Transferred Loans or portions
thereof so transferred (together with, in the a#dd@e transfer of the Transferred Loans but notipos thereof, any related Collateral) and
such Transferred Loans or portions thereof so tearesd (together with, in the case of the tranefahe Transferred Loans but not portions
thereof, any related Collateral) shall be reledssmh the Lien of this Agreement (subject to theuiegments of Section 2.16(a)(iépove).

(c) The Borrower hereby agrees to pay the reasenabal fees and expenses of the Agent, the Trastg¢he other Secured Parties in
connection with any Lien Release Dividend (inclglibut not limited to, expenses incurred in conioacivith the release of the Lien of the

Trustee on behalf of the Secured Parties and dwer party having an interest in the Transferrednisaa connection with such Lien Release
Dividend).

(d) In connection with any Lien Release Dividend tloe related Lien Release Dividend Date, the Eruat the written direction of the
Secured Parties shall, at the expense of the Berr¢ly execute such instruments of release witheeiso the Transferred Loans or portions
thereof to be transferred to the Borrower (togethidn, in the case of the transfer of the Trangfértoans, any related Collateral, and in the
case of a portion of a Transferred Loan, the rdl&ellateral with respect to such portion), in ne@ble form if necessary, in favor of the
Borrower as the Borrower may reasonably requesti€Rver any portion of the Transferred Loans ortipns thereof to be transferred to the
Borrower (together with, in the case of the transfehe Transferred Loans, any related Collaterad] in the case of a portion of a Transfe
Loan, the related Collateral with respect to suatiipn) in its possession to the Borrower and {Beowise, at and in accordance with the
written direction of the Borrower (to the extent imconsistent with the aforementioned directionhef Secured Parties) take such actions, as
are necessary and appropriate to release the Litwe drustee on behalf of the Secured PartieheTtansferred Loans or portions thereof to
be transferred to the Borrower (together with hie tase of the transfer of the Transferred Loamsralated Collateral) and release and
deliver to the Borrower such Transferred Loansantipns thereof to be transferred to the Borroviegéther with, in the case of the transfer

of the Transferred Loans, any related Collaterad, ia the case of a portion of a Transferred Léla@ related Collateral with respect to such
portion).
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Section 2.17 Appointment of Registrar and Duties

(a) U.S. Bank is hereby appointed by the Borrowaadt as Registrar under this Agreement and heaetgpts such appointment and
agrees to perform the duties and obligations véatpect thereto set forth in the Agreement.

(b) As long as any Advances remain outstanding utigeVariable Funding Notes, the Borrower shalinten a Registrar therefor.

(c) The Borrower shall cause to be kept a regisher“ Note Registet) that contains an accurate and complete lishosé Persons who
from time to time shall be holders of the Variablending Notes (as reported to the Registrar byBtbhreower). The Note Register shall be
maintained by the Registrar, and so long as U.8kBathe Registrar, the Registrar may not be readdwy the Borrower in the absence of
gross negligence, bad faith or willful miscondunttbe part of the Registrar. Upon the resignatioany Registrar, the Borrower shall
promptly appoint a successor or, if it elects watake such an appointment, assume the dutiesgi$tiRe. So long as U.S. Bank is the
Registrar, the Note Register shall be kept at GrdgeFal Street, Third Floor, Boston, Massachus@t4 0, or such other office as the Regis
may designate by written notice to the Borrowee, $ervicer and the Agent.

(d) Upon the resignation of U.S. Bank as Registrae,Borrower will give the Agent prompt writtentioe of the appointment of a
successor Registrar and of the location, and aaggshin the location, of the Note Register, andAtent shall have the right to inspect the
Note Register at all reasonable times and to oluzies thereof, and the Agent shall have the tiginely upon a certificate executed
behalf of the Registrar by a Responsible Officer¢lof as to the names and addresses of the hgldétle Variable Funding Notes and the
principal amounts and the amounts and number oV ér@ble Funding Notes.

Section 2.18 Substitution of Loans; Repurchase onuBstitution of Ineligible Loans .

(a) Substitution of LoansOn any Substitution Date prior to the occurreofca Termination Event (and after the Terminaticatdat the
discretion of the Agent), the Borrower may, subjedthe conditions set forth in this Section 2atfl subject to the other restrictions conta
herein (including, without limitation, the restiimhs set forth in Section 2.90replace any Transferred Loan with one or moigilile Loans
(each, a " Substitute Lodl, providedthat no such replacement shall occur unless eattfedbllowing conditions is satisfied as of such
Substitution Date:

(i) at least two Business Days prior to each Stiigin Date, the Borrower shall have given to thgeat, the Trustee, the Backup
Servicer and each Hedge Counterparty written natiées intent to replace one or more Transferredrs (each such notice, a “
Substitution Notice), specifying the Substitution Date and includigjst of all Transferred Loans to be replaced wrhsSubstitution
Date (each a “ Replaced Logn

(ii) each Substitute Loan is an Eligible Loan oa Bubstitution Date;
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(iii) the aggregate Outstanding Loan Balance ohssigbstitute Loans shall be equal to or greater tha aggregate Outstanding
Loan Balance of the Replaced Loans;

(iv) all representations and warranties of the Bamr contained in Sections 4ahd 4.2shall be true and correct as of the
Substitution Date of any such Substitute Loan;

(v) the substitution of any Substitute Loan doesaamise a Termination Event or Unmatured Terminaeent to occur;

(vi) no adverse selection procedures shall hava begloyed in the selection of such Substitute Lfoam the Originator’'s
portfolio;

(vii) all actions or additional actions (if any)aessary to perfect the security interest and asggh of such Substitute Loan and
related Collateral to the Borrower and the Agerilidtave been taken as of or prior to the SubstituDate;

(viii) the Collateral Quality Test shall have besatisfied; and

(ix) the Borrower shall deliver to the Agent (wiihcopy to the Trustee) on the date of such subistita) a certificate of a
Responsible Officer certifying that each of theefpwing is true and correct as of the applicablesswition Date and (b) a Borrowing
Base Certificate (including a calculation of Boriog/Base after giving effect to such substitution).

In addition, the Borrower shall in connection wsiich substitution deliver to the Trustee the relldtean Documents and shall pay to

the Lenders and each Hedge Counterparty, as ablgjadl Hedge Breakage Costs, if any, incurredannection with the substitution of such
Loan pursuant to this Section 2.48d the termination of any Hedge Transactions,hinlevor in part, in connection therewith. In contiet
with any such substitution, the Trustee on behfatfie Secured Parties shall, automatically andautHurther action (unless otherwise
necessary or requested by the Borrower or the Sajyibe deemed to transfer to the Borrower, frebcear of any Lien created by the
Trustee on behalf of the Secured Parties, all @fight, title and interest of the Trustee on bebhthe Secured Parties in, to and under such
Replaced Loan, but without any representation aatamty of any kind, express or implied.

(b) Repurchase or Substitution of Ineligible Loans

() In the event of a breach of any representadiowarranty set forth in Section 4udth respect to a Transferred Loan, Related
Property and other related Collateral (each suanl.8elated Property and other related Collataraf|neligible Loan”), no later than
30 days after the earlier of (x) knowledge of shotach on the part of the Borrower and (y) receypthe Borrower of written notice
thereof given by the Agent or the Trustee (each svent, a *“ Substitution Eveljt the Borrower shall either (1) repay Advances
Outstanding in an amount equal to the aggregata/sfer Price of such Ineligible Loan(s) to whicicls breach relates on the terms
conditions set forth below, or (2) substitute focls Ineligible Loan a Substitute Logprovidedthat no such repayment shall be required
to be made with respect to such Ineligible Loard(sunch
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Loan shall cease to be an Ineligible Loan) if, obefore the expiration of such 30 day period,rémesentations and warranties in
Section 4.2with respect to such Ineligible Loan shall be made and correct in all material respects with eespo such Ineligible Lot
as if such Ineligible Loan had become part of tldla@eral on such day. Notwithstanding anythingtaored in this Section 2.18(k)

the contrary, in the event of a breach of any regmtation and warranty set forth_in Sectionwith respect to each Transferred Loan,
Related Property and other related Collateral liplaimen (A) granted to the Trustee on behalf ofbeured Parties free and clear of
Lien of any Person claiming through or under therBeer and its Affiliates and (B) in compliance,ah material respects, with all
requirements of Applicable Law applicable to the®wer, the Borrower shall, not later than one Bass Day following the earlier to
occur of (1) the discovery of such breach by therBaer or (1) receipt by the Borrower of writteotice of such breach given by the
Agent or the Trustee, repay Advances Outstandirmgiamount equal to the sum of (i) the amount detexd by multiplying the
percentage set forth in the definition of Advanaderherein applicable to such La@amesthe Outstanding Loan Balance of such Loan
on the date of repurchagsys (ii) any accrued and unpaid Interest thergmus (iii) all Hedge Breakage Costs owed to any relevant
Hedge Counterparty for any termination of one orertdedge Transactions, in whole or in part, asiredy the terms of any Hedge
Agreementplus (iv) any Breakage Costs incurred in connection whthretransfer of such Loan pursuant to this 8e@i18(b)and the
termination of any Hedge Transactions in wholengoart in connection therewith (collectively, th&etransfer Pric#), and the Trustee
on behalf of the Secured Parties shall releadect®brrower any such Ineligible Loan(s) and anyiléesated pursuant to this
Agreement or otherwise shall be automatically itelaand the Secured Parties shall, in connectitnserch conveyance and without
further action, be deemed to represent and watiahthey have the corporate authority and havertall necessary corporate action to
accomplish such release, but without any otheressprtation or warranty, express or implied. Infttegoing instances, the Borrower
shall make such repayment and on and after theofiatech repayment, each Ineligible Loan so rephall not be included in the
Collateral. In consideration of any such releas¢hieySecured Parties, the Borrower shall, on the afssuch repayment, remit to the
Agent, on behalf of the Secured Parties, in imntediaavailable funds an amount equal to the Refear®rice therefor. Upon each such
repayment, the Trustee on behalf of the SecuretieBahall automatically and without further actlmdeemed to release to the
Borrower all the right, title and interest of thec@ired Parties in, to and under such Ineligibleni(®gand all monies due or to become
due with respect thereto, all proceeds thereofadinights to security for any such Ineligible Lgamd all proceeds and products of the
foregoing. The Agent and the Trustee shall, atdlggest and sole expense of the Borrower, exeastedocuments and instruments of
transfer as may be prepared by the Borrower arelgakh other actions as shall reasonably be remflibgtthe Borrower to effect the
transfer of such Ineligible Loan pursuant to thest®n 2.18(b)

(i) The Borrower hereby agrees that (x) if the Bever or the Servicer has knowledge that any reapgrty collateral securing a
Transferred Loan that is the primary collaterahwispect to which such Transferred Loan is pradgpunderwritten becomes the
subject of any claims, proceedings, Liens or encamtes
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with respect to any material violation or claimedterial violation of any federal or state enviromtad laws or regulations or (y) in the
event of a breach of the representation and wariarection 4.1(ee)such Transferred Loan shall for all purposesinader be, at and
following the time of discovery by the ServiceretBorrower, the Agent or any other Secured Parsuoh fact, deemed an Ineligible
Loan and the Borrower shall either repay Advancestanding in an amount equal to the aggregateaRsfer Price of such Ineligible
Loan or substitute for such Ineligible Loan a Sitbtt Loan. Such Ineligible Loan shall otherwisetteated in accordance with this

Section 2.18(baind shall be subject to the same remedial and reequovisions hereunder as other Transferred Ldatesmined to be
Ineligible Loans hereunder.

(iii) Without prejudice to the provisions of claug of this Section 2.18(h)the Borrower may, in lieu of effecting a repursbar
substitution of any Third Party Acquired Loan tisaén Ineligible Loan, sell such Loan in accordawite Section 2.1%r a purchase
price not less than the Retransfer Price of sua@nbgrovidedthat if the Borrower fails to sell such Ineligidlean within 15 days after
the applicable Substitution Event for a purchaseepmnot less than the Retransfer Price of such LitenBorrower shall effect a
repurchase or substitution of such Ineligible Leathin the next 15 days.

Section 2.19 Discretionary Sales of Loans

(a) On any Discretionary Sale Date during the RéwnglPeriod, and prior to the occurrence of a Teation Event, the Borrower shall
have the right to prepay all or a portion of thevAdces Outstanding in connection with the salesmsibnment to an unaffiliated third party
purchaser by the Borrower of, and the releaseef tbn by the Trustee over, one or more Transfeltmahs, in whole but not in part, (a “
Discretionary Salé), subject to the following terms and conditiomglasubject to the other restrictions containedihgiecluding, without
limitation, the restrictions set forth in Sectio2@):

(i) at least two Business Days prior to each Digonary Sale Date, the Servicer on behalf of ther@wer shall have given to the
Agent, the Trustee, the Backup Servicer and eadyél€ounterparty written notice of its intent téeef a Discretionary Sale (each s
notice, a “ Discretionary Sale Noti€g specifying the Discretionary Sale Date, inchaglia list of all Transferred Loans to be sold and
assigned pursuant to such Discretionary Sale ammbudstrating that after such Discretionary Sale Re/BDC Requirements shall be
satisfied;

(i) any Discretionary Sale shall be made by therBwoer to an unaffiliated third party purchaseaitransaction (A) in accordance
with Accepted Servicing Practices, (B) reflectimn&s-length market terms and (C) in which the Bareo makes no representations,
warranties or covenants and provides no indemuidicdor the benefit of any other party to the Detonary Sale (other than any
representations, warranties or covenants relatiriiget Borrower’s ownership of or title to the Triersed Loan that is the subject of the
Discretionary Sale that are standard and customargnnection with such a sale or for which thegwator has agreed to fully
indemnify the Borrower);
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(iii) immediately after giving effect to the Disdienary Sale and the assignment to the Borrowé¢heCollateral on any
Discretionary Sale Date, (A) the remaining Advan©esstanding shall not exceed the lesser of thdifya@mount and the Maximum
Availability, (B) all representations and warrastigf the Borrower contained in Sections dntl 4.2shall be true and correct as of the
Discretionary Sale Date, (C) neither a Terminafiment nor an Unmatured Termination Event shall tmsaurred, (D) the Required
Advance Reduction Amount is zero, (E) the Colldt€uaality Test shall have been satisfied and (E)RhC/BDC Requirements are
satisfied;

(iv) on the Discretionary Sale Date, the Servitwllshave delivered to the Agent (with a copy te Tirustee) (A) a completed
Borrowing Base Certificate (including a calculatiofithe Borrowing Base after giving effect to suiilscretionary Sale), and (B) a
certificate of a Responsible Officer certifying tlfg) after such Discretionary Sale the RIC/BDC Regments shall be satisfied or the
extent of compliance with the RIC/BDC Requiremeniis be improved and (y) the requirements of Setto19(a)(iii)shall have been
satisfied as of the related Discretionary Sale Ré#ter giving effect to the contemplated DiscretipnSale; and

(v) on the related Discretionary Sale Date, thestae on behalf of the Agent shall have receiveal i/ Collection Account, in
immediately available funds, an amount equal tostiva of (A) the portion of the Advances Outstandimbe prepaid that are
attributable to the Collateral to be sold by therBaer pursuant to this Section 2.Afis (B) an amount equal to all unpaid Interest tc
extent reasonably determined by the Agent to bibatable to that portion of the Advances Outstagdd be paid in connection with
the Discretionary Salplus(C) an aggregate amount equal to the sum of aflratmounts due and owing to the Agent, the Trusiee,
Backup Servicer, the Indemnified Parties and thdddeCounterparties, as applicable, under this Ages and the other Transaction
Documents, to the extent accrued to such dateamadcrue to the next Payment Date (including, withionitation, Hedge Breakage
Costs and any other payments owing to the Hedg@at€marties in respect of the termination of angld¢=Transaction) in each case
the extent attributable to the Collateral to baldni the Borrower pursuant to this Section 2.pBovidedthat the Agent shall have the
right to determine whether the amount paid (or psggl to be paid) by the Borrower on the Discretipi$ale Date is sufficient to
satisfy the requirements in clauses (#yough (C) of this clause (v)and is sufficient to reduce the Advances Outstanth the extent
requested by the Borrower in connection with thectationary Sale.

(b) In connection with any Discretionary Sale, d@ling receipt by the Agent of the amounts refetreih Section 2.19(a)(\@bove
(receipt of which shall be confirmed to the Trujtdleere shall be released to the Borrower (fothierr sale to an unaffiliated third party
purchaser) without recourse, representation oramgéyrof any kind all of the right, title and intstef the Trustee and the Agent in, to and
under the portion of the Collateral so releasedsamth portion of the Collateral so released shalidleased from any Lien and the Loan
Documents (subject to the requirements of Sectoh8(a)(iii) and_(iv) above).

(c) In connection with any Discretionary Sale, ba telated Discretionary Sale Date, the Trustelkebralf of the Agent shall (i) execute
such instruments of release with respect to
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the portion of the Collateral to be released toBberower, in recordable form if necessary, in fagbthe Borrower as the Servicer on behalf
of the Borrower may reasonably request, (ii) delaey portion of the Collateral to be releasechimBorrower in its possession to the
Borrower and (iii) otherwise take such actions, eadse or permit the Trustee to take such actamare determined by the Borrower or
Servicer to be reasonably necessary and appropoiaddease the Lien on the portion of the Colltés be released to the Borrower and
release and deliver to the Borrower such portiothefCollateral to be released to the Borrower.

Section 2.20 Certain Trading Restrictions

Notwithstanding anything in Section 2.12.18or 2.19, the Borrower shall not, and the Servicer shatlorothe Borrower’s behalf,
acquire, sell or substitute any Loan with the priyraurpose of recognizing gain or decreasing lossgslting from market value changes on
such Loan or take any other action if such actionld cause the Borrower not to be in compliancé wie requirements of Rule 3a-7 under
the 1940 Act.

ARTICLE Il
CLOSING; CONDITIONS OF CLOSING AND ADVANCES

Section 3.1 Conditions to Closing and Initial Advanes.

No Lender shall be obligated to make any Advancelneder on the occasion of the Initial Advance, stall any Lender, the Agent, t
Backup Servicer or the Trustee be obligated to, thltfill or perform any other action hereundertiuthe following conditions have been
satisfied, in the sole discretion of, or waivediriting by, the Agent and each Lender:

(a) This Agreement and all other Transaction Doausher counterparts hereof or thereof shall hawmnlurily executed by, and
delivered to, the parties hereto and thereto aad\tient and each Lender shall have received simr dbcuments, instruments, agreements
and legal opinions as the Agent and each Lenddirrslgest in connection with the transactions eonlated by this Agreement, including
all those listed in the Schedule of Documentschtd hereto as Scheduleds due on the Closing Date, each in form andtaobs
satisfactory to the Agent and each Lender.

(b) The Originator, the Borrower and the Servidalkshave obtained all required consents and agpsaf all Persons, including all
requisite Governmental Authorities, and all auttyonecessary to the execution, delivery and peréorce of this Agreement and other
Transaction Documents to which each is a partythedonsummation of the transactions contempladeehly or therebyprovidedthat, with
respect to any consents or approvals which areltained by the Borrower and the Servicer, the Aglall have received an Officer's
Certificate from each of the Borrower and the Smwin form and substance satisfactory to the Agefitming that failure to obtain such
consents or approvals will not have a Material AdeeE=ffect.

(c) The Borrower and the Servicer shall each bsompliance in all material respects with all Applide Laws.
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(d) The Agent shall have received acknowledgmeptesoof proper financing statements filed in atlgdictions required by the Lend:

(e) The Agent shall have become a party to thedreditor Agreement by its execution of a joindereto and such agreement shall be
in full force and effect.

() The Agent and the Backup Servicer shall haeeired a copy of the Credit and Collection Poligyni the initial Servicer.

(9) The Agent shall have received Opinions of Celitsthe Borrower and the Company, as to mattdeting to (A) enforceability,
(B) due organization, valid existence and goodditag) (C) due authorization, (D) true sale, (E) vwomsolidation and (F) validity, perfection
and priority of liens on the Collateral.

(h) All outstanding structuring fees and legal fekall have been paid by the Borrower and receiyeithe parties entitled thereto.

Section 3.2 Conditions Precedent to All Advances

Each Advance (including the Initial Advance) andlreeeinvestment of Principal Collections made pansuo_Section 2.8(a)(1)(xor
Section 2.8(a)(23hall be subject to the further conditions precé themt:

(@) On the related Funding Date or date of reimaest, the Borrower or the Servicer, as the caselmeaghall have certified in the
related Borrower Notice that:

(i) the representations and warranties set fortBdations 4.1 4.2and_7.8are true and correct on and as of such date, bafate
after giving effect to such borrowing and to th@lagation of the proceeds therefrom, as though nmadend as of such date;

(i) no event has occurred, or would result frorslsddvance or from the application of the procetbdsefrom, that constitutes a
Termination Event or Unmatured Termination Event;

(iii) such Person is in material compliance witlckeaf its covenants set forth herein;
(iv) no event has occurred that constitutes a Serviermination Event or Unmatured Servicer TermidmeEvent; and
(v) the Collateral Quality Test is satisfied.
(b) with respect to the initial Funding Date, thgehit shall have received all Transaction Documigstesd on the Schedule of
Documents, attached hereto_as Schedussidue on the initial Funding Date, or countegpirereof, each of which has been duly executed
by, and delivered to, the parties hereto and ehalhIse in form and substance satisfactory to tgemt and (ii) on any date on which Princi

Collections are reinvested pursuant to Sec?i@ta)(1)(xv), or Section 2.8(a)(2)the Agent shall have received a certificatiothia form of
Exhibit N ;
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(c) the Termination Date shall not have occurred,;

(d) (i) in the case of any Advance, on as@fthe applicable Funding Date, before and ajfiténg effect to such Advance and to
the application of proceeds therefrom, the Avallgbis greater than or equal to $0;

(i) in the case of each Advance, each Loan subkrhitty the Borrower for funding on the related FagdDate or date of
reinvestment of Available Funds pursuant to Seci@fa)(1)(xv)or Section 2.8(a)(2p an Eligible Loan;

(e) with respect to each Pre-Positioned Loan thatrded with the proceeds of such Advance, thenfAdlkee Lenders and the Trustee
shall have received a faxed copy of the executetktlying Note (other than in the case of a Notelexm) and the Certificate of Borrower
the form of Exhibit I, and, if requested in writibg the Agent, the Agent shall have received a afihe credit report and transaction
summary for each such Pre-Positioned Loan;

(f) no claim has been asserted or proceeding cor@techallenging enforceability or validity of anfytbe Loan Documents, excluding
any instruments, certificates or other documertding to Loans that were funded with the procesfdzrior Advances;

(9) there shall have been no Material Adverse Chaawgto the Servicer or as to the Borrower sinegthceding Advance, as applica

(h) the Servicer and Borrower shall have taken sibbr action, including delivery of approvals, sents, documents, and instruments
to the Secured Parties and the Agent as each raagnably request;

(i) no law, rule, regulation, judgment, order ocdee applicable to any party shall prohibit suctchase or any transaction contempl
by any Transaction Document;

() [Reserved.]
(k) [Reserved.]

() the Borrower shall have delivered an OfficeCertificate to the Agent and the Trustee (and oitwthe Trustee may conclusively
rely) stating that, after giving effect to such Ahee or reinvestment of Available Funds, as appléaeach of the foregoing conditions
precedent has been satisfied;

(m) [Reserved.]
(n) the Reserve Account shall contain an amourdtgrehan or equal to the Reserve Account Regéiredunt;
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(o) solely in the case of the Initial Advance, Barrower shall have paid all fees required to bid pg it hereunder, including all fees
payable pursuant to the Fee Letter, and shall heimgbursed the Lenders, the Agent, the Trustedtam@ackup Servicer for all fees, costs
and expenses of closing the transactions conteatplareunder and under the other Transaction Daasiiacluding the legal and other
document preparation costs incurred by the Lenaledsthe Agent.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES

Section 4.1 Representations and Warranties of thedgrower .

The Borrower represents and warrants as follows:

(a) Organization and Good Standing; Power and AitthoThe Borrower is a Delaware limited liability coany duly organized,
validly existing, and in good standing under thedaf the jurisdiction of its formation, and had fimited liability company power, authority
and legal right to own or lease its properties emuduct its business as such business is presamttjucted and to enter into and perform its
obligations under this Agreement each other Tramsa®ocument to which it is a party.

(b) Due Qualification The Borrower is qualified to do business as dtdichliability company, is in good standing, and ludotained all
licenses and approvals as required under the l&adsjarisdictions in which the ownership or leasfdts property and or the conduct of its
business (other than the performance of its obtigathereunder) requires such qualification, stagdicense or approval, except to the ex
that the failure to so qualify, maintain such siagdr be so licensed or approved would not haneterial adverse effect on the interests of
the Lenders.

(c) Due Authorization The execution and delivery of this Agreement aach Transaction Document to which the Borrower psirty
and the consummation of the transactions providetiérein and therein have been duly authorizethéyorrower by all necessary limited
liability company action on the part of the Borrowe

(d) No Conflict. The execution and delivery of this Agreement aach Transaction Document to which the Borrowerparty, the
performance by the Borrower of the transactiongeroplated hereby and thereby and the fulfillmerthefterms hereof and thereof will not
conflict with or result in any breach of any of imaterial terms and provisions of, and will not siituite (with or without notice or lapse of
time or both) a default under, the Borrower’s ofiagpagreement or any material Contractual Oblagyatif the Borrower.

(e) No Violation. The execution and delivery of this Agreement aadh Transaction Document to which the Borrowerparty, the
performance of the transactions contemplated hesabtthereby and the fulfillment of the terms hégeal thereof will not conflict with or
violate, in any material respect, any ApplicablevLa
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(f) No ProceedingsExcept as previously disclosed to the Agent arawhd ender in writing, there are no proceedingseestigations
(formal or informal) pending or, to the best knoslde of the Borrower, threatened against the Borrphafore any Governmental Authority
(i) asserting the invalidity of this Agreement awyal ransaction Document to which the Borrower paety, (i) seeking to prevent the
consummation of any of the transactions contemglayethis Agreement or any Transaction Documenthiach the Borrower is a party or
(iii) seeking any determination or ruling that cukasonably be expected to have a Material Adveifeet.

(9) All Consents RequiredAll approvals, authorizations, consents, orderstber actions of any Person or of any Governmenta
Authority (if any) required in connection with tldeie execution, delivery and performance by the ®eer of this Agreement and any
Transaction Document to which the Borrower is dypdrave been obtained.

(h) Bulk Sales The execution, delivery and performance of thise®ment do not require compliance with any “balles” law by
Borrower.

(i) Solvency. The transactions contemplated under this Agreéaraheach Transaction Document to which the Boerawa party do
not and will not render the Borrower not Solvent.

(j) Selection ProceduresNo procedures believed by the Borrower to be riedlg adverse to the interests of the Securediéxavtere
utilized by the Borrower in identifying and/or sefimg the Loans that are part of the Collateral.

(k) Taxes. Except as disclosed to the Agent in writing, Bugrower has filed (on a consolidated basis ormtise) or caused to be filed
all Tax returns required to be filed by it. The Biwer has paid or made adequate provisions fopélyenent of all material Taxes and all
assessments made against it or any of its propathigr than any amount of Tax or assessment thgityadf which is currently being
contested in good faith by appropriate proceedargbwith respect to which reserves in accordantie @AAP have been provided on the
books of the Borrower), and no Tax lien has beked fand, to the Borrower’s knowledge, no claime#ly asserted, with respect to any such
Tax, fee or other charge that could reasonablyxpeated to have a material adverse effect on thiat€cl, the Agent or any other Secured
Party.

(I) Agreements EnforceableThis Agreement and each Transaction Documentiolwthe Borrower is a party constitute the legalid
and binding obligation of the Borrower enforceaddginst the Borrower in accordance with their reSpe terms, except as such
enforceability may be limited by Insolvency Lawslaxcept as such enforceability may be limited éyegal principles of equity (whether
considered in a suit at law or in equity).

(m) [Reserved]

(n) Reports AccurateAll Monthly Reports (if prepared by the Borrower,to the extent that information contained theisisupplied
by the Borrower), information, exhibits, financi&htements, documents, books, records or repartisified or to be furnished by the
Borrower to the Agent, the Trustee or the Lendersonnection with this Agreement are accurate, angecorrect in all material respects.
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(o) Location of Offices The Borrower’s name is “Kohlberg Capital FundifgC I” and its location (within the meaning of Acte 9 of
the UCC) is the State of Delaware. The Borrowern@schanged its name, identity, structure, existesr state of formation, whether by
amendment of its certificate of formation, by reamigation or otherwise, and has not changed itgime (within the meaning of Article 9 of
the UCC) within the four months preceding the GigdDate.

(p) TradenamesThe Borrower has no trade names, fictitious namesumed names or “doing business as” names @r réimes under
which it has done or is doing business.

(g) Purchase Agreementhe Purchase Agreement is the only agreementiant$o which the Borrower acquires Collateral éotthan
the Hedge Collateral).

(r) Value Given The Borrower gave reasonably equivalent valudédOriginator in consideration for the transfetrtie Borrower of th
Loans under the Purchase Agreement, no such tramagemade for or on account of an antecedentaledd by the Originator to the
Borrower, and no such transfer is voidable or suthije avoidance under any Insolvency Law.

(s) Special Purpose Entitylhe operating agreement of the Borrower is inftinm attached as Exhibit ereto.

(t) Separate Entity The Borrower has not and shall not:

(i) engaged in any business or activity other ttienpurchase and receipt of Loans and related {€dlafrom the Originator under
the Purchase Agreement, the sale of Loans an@deGllateral under the Transaction Documents saicth other activities as are
incidental or related thereto;

(i) acquired or owned any material assets othan {f@) the Loans and related Collateral from thigi@ator under the Purchase
Agreement, (b) any Third Party Acquired Loans arjdr{cidental property as may be necessary fooffexation of the Borrower;

(iii) merged into or consolidated with any Persomissolved, terminated or liquidated in wholempart, transferred or otherwise
disposed of all or substantially all of its ass@tshanged its legal structure, without in eacledast obtaining the consent of the Agent
and each Lender;

(iv) failed to preserve its existence as an emtitly organized, validly existing and in good stamdunder the laws of the
jurisdiction of its organization or formation, oitiout the prior written consent of the Agent aagle Lender, amended, modified,
terminated or failed to comply with the provisiafdts operating agreement, or failed to obsemetéd liability company formalities;

(v) owned any Subsidiary or made any investmetgfothan the purchase of Loans pursuant to thesécdion Documents) in al
Person without the consent of the Agent;
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(vi) except as permitted by this Agreement, the é@mtration Account Agreement and the other Tramma®ocuments,
commingled its assets with the assets of any dffilates, or of any other Person;

(vii) incurred any debt, secured or unsecured ctlioe contingent (including guaranteeing any olilya), other than
(A) indebtedness to the Secured Parties hereumderconjunction with a repayment of all Advanceged to the Lenders,
(B) obligations in respect of Hedging Agreement, tfade payables in the ordinary course of itsrmss and (D) other operating
expensesprovided thasuch debt is not evidenced by a note and is paghwdue;

(viil) become insolvent or failed to pay its debtd liabilities from its assets as the same slalétbecome due;
(ix) failed to maintain its records, books of aceband bank accounts separate and apart from ti@s®/ other Person;

(x) entered into any contract or agreement with Begson other than as contemplated by the Transadtbcuments, except upon
terms and conditions that are commercially reasleradd intrinsically fair and substantially simitarthose that would be available on
an arms—length basis with third parties other thath Person;

(xi) sought its dissolution or winding up in whalein part;

(xii) failed to correct any known misunderstandimggarding the separate identity of Borrower ared@miginator or any principal
or Affiliate thereof or any other Person;

(xiii) guaranteed, become obligated for, or heselit out to be responsible for the debt of anoBenson;

(xiv) made any loan or advances to any third pangiuding any principal or Affiliate, or, exceps$ atherwise contemplated by the
Transaction Documents, held evidence of indebtedlisssied by any other Person (other than cashnaedtment—grade securities);

(xv) failed either to hold itself out to the publis a legal entity separate and distinct from ahgraPerson or to conduct its
business solely in its own name in order not (aphtslead others as to the identity with which sattrer party is transacting business, or
(b) to suggest that it is responsible for the delbny third party (including any of its princigadr Affiliates);

(xvi) failed to maintain adequate capital for tteemal obligations reasonably foreseeable in a ssinf its size and character
in light of its contemplated business operations;
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(xvii) filed or consented to the filing of any p@i, either voluntary or involuntary, to take adtege of any applicable insolven
bankruptcy, liquidation or reorganization statutemade an assignment for the benefit of creditors;

(xviii) except as may be required by the Code aglifations, shared any common logo with or heklfisut as or been conside
as a department or division of (a) any of its ppats or Affiliates, (b) any Affiliate of a princad or (c) any other Person;

(xix) permitted any transfer (whether in any onerare transactions) of any direct or indirect oveh@y interest in the Borrower
any other Person to the extent that such Persotdywasia result of such transfer, have the altititgontrol the Borrower, unless the
Borrower shall have delivered to the Agent an Gpirof Counsel as to matters relating to non-codatitin, in form and substance
acceptable to the Agent, and the Agent shall hamsented to such transfer;

(xx) failed to maintain separate financial statetagshowing its assets and liabilities separateagadt from those of any other
Personprovidedthat the inclusion of such financial informationtive consolidated financial statements of Kohll@agital shall not be
deemed a breach of this clause (xx)

(xxi) failed to pay its own liabilities and expessanly out of its own funds;
(xxii) failed to pay the salaries of its own empdag in light of its contemplated business operation
(xxiii) acquired the obligations or securities tsf Affiliates or stockholders;

(xxiv) failed to allocate fairly and reasonably amyerhead expenses that are shared with an Affilintluding paying for office
space and services performed by any employee Affdiate;

(xxv) failed to use separate invoices and checksihg its own name;

(xxvi) pledged its assets for the benefit of arlyeotPerson, other than with respect to paymerieirtdebtedness to the Secured
Parties hereunder;

(xxvii) failed at any time to have at least oneapdndent manager (each, an “ Independent Maripgerch of which is not and,
for the immediately preceding two year period, was(a) a director or manager (other than an Indéeet Manager), officer of
employee of the Borrower; (b) a director, officeremnployee of Kohlberg Capital Corporation (thedrént”) or any of its affiliates;

(c) a supplier, independent contractor or any opleeson who derives more than 15% of its grossmas® from its activities with the
Borrower, the Parent and/or any affiliate of theefoing; (d) a holder (directly or indirectly) ofome than 5% of any voting securities of
the Borrower, the Parent or any affiliate of theefging; (e) a person controlling any such direatfficer, employee, supplier,
independent contractor, holder or any other penseeting the criteria set forth in clauses, (@), (c) or (d) of this Section 4.1(t)

(xxvii) or (f) a member
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of the immediate family of any person meeting ttiteda set forth in clauses (ajb), (c), (d) or (e) of this Section 4.1 (t)(xxvii)
providedthat such independent directors may be an indepéwlitector or director of another special purpestty affiliated with the
Originator;

(xxviii) failed to provide in its operating agreemehat the unanimous consent of all directorsl(iding the consent of the
Independent Managers) is required for the Borrawéa) dissolve or liquidate, in whole or part,mstitute proceedings to be
adjudicated bankrupt or insolvent, (b) instituteconsent to the institution of bankruptcy or ingsley proceedings against it, (c) file a
petition seeking or consent to reorganization befrender any applicable federal or state lawtietato bankruptcy or insolvency,

(d) seek or consent to the appointment of a recdigaidator, assignee, trustee, sequestratotpdiam or any similar official for the
Borrower, (e) make any assignment for the benéfihe® Borrower’s creditors, (f) admit in writingsiinability to pay its debts generally
as they become due, or (g) take any action in éuathhce of any of the foregoing; and

(xxix) taken or refrained from taking, as applieal#ach of the activities specified in the non—otidation opinion of Ropes &
Gray LLP, dated as of the Closing Date, upon wlitehconclusions expressed therein are based.

(u) Security Interest

(i) This Agreement creates a valid, continuing antbrceable security interest (as defined in th@iegble UCC) in the Collateral
in favor of the Trustee on behalf of the Securedi®awhich security interest is prior to all othéens (except for Permitted Liens), and
is enforceable as such against creditors of anchasers from the Borrower;

(i) the Loans, along with the related Loan Filesnstitute either a “general intangible,” an “instrent,” an “account,”iivestmen
property,” or “chattel paper,” within the meaninftioe applicable UCC;

(iii) the Borrower is the lawful owner of and hasogl and marketable title to the Transferred Loamtsall related Collateral free
and clear of any Lien (other than Permitted Liens);

(iv) the Borrower has received all consents and@mgls required by the terms of the Collateraht® grant of a security interest in
the Collateral hereunder to the Agent, on behalhefSecured Parties;

(v) the Borrower has caused the filing of all agprate financing statements in the proper filinfjoaf in the appropriate
jurisdictions under Applicable Law in order to peaf the security interest in such Collateral grdittethe Trustee on behalf of the
Secured Parties under this Agreement;
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(vi) other than the security interest granted ® Thustee on behalf of the Secured Parties pursadhis Agreement, the Borrower
has not pledged, assigned, sold, granted a semitetest in or otherwise conveyed any of suchatethl;

(vii) the Borrower has not authorized the filingasfd is not aware of any financing statements ag&ie Borrower that include a
description of collateral covering such Collatartder than any financing statement (A) relatingh security interest granted to the
Trustee on behalf of the Secured Parties undeArisement, or (B) that has been terminated arfdllgrand validly assigned to the
Trustee on behalf of the Secured Parties on or fithe date hereof;

(viii) the Borrower is not aware of the filing ofhg judgment or tax Lien filings against the Borrawe

(ix) other than in the case of Pre-Positioned Laams Noteless Loans (and subject to Sections 3.2(f)(u)(x), 5.3(a)and_7.10(a)
in the case of Pre-Positioned Loans), all origgadcuted Underlying Notes that constitute or evigesmy Transferred Loans have been
delivered to the Trustee;

(x) the Borrower has received a written acknowledgtirom the Trustee that the Trustee or its bafldwlding the Underlying
Notes that constitute or evidence the Transferi@ahk (other than Noteless Loans) solely on beliahd for the benefit of the Secured
Parties;providedthat notwithstanding the foregoing, with respecany Pre-Positioned Loan (that is not a Notelesml.¢o be funded
with the proceeds of an Advance, the Borrower diale received a written acknowledgment from thesfere (A) that the Trustee has
received a faxed copy of the Underlying Note angwighin two Business Days after such Funding Ddtat the Trustee or its bailee is
holding the Underlying Note that constitutes ordevices the Loans included in the Collateral saelpehalf of the Secured Parties;

(xi) none of the Underlying Notes that constitutesvidence any Transferred Loans has any markstations indicating that it
has been pledged, assigned or otherwise conveyatytBerson other than the Borrower and the Agent.

(v) Taxable Mortgage PoolThe consummation of the transactions contemplayetttiis Agreement and the other Transaction dociis
do not and will not cause the Borrower to be cfassias a taxable mortgage pool within the meanin§ection 7701(i) of the Code.

(w) [Reserved]
(x) [Reserved]

(y) ERISA. The Borrower is in compliance with ERISA and has incurred and does not expect to incur anyliigds (except for
premium payments arising in the ordinary courskbusiiness) payable to the Pension Benefit GuaraotpdZation under ERISA.

(z) No Broker. No broker or finder acting on behalf of the Boves was employed or utilized in connection witrsthigreement or the
other Transaction Documents or the transactionteogplated hereby or thereby and the Borrower hasbtigation to any Person in respect
of any finder’s or brokerage fees in connectiorreisgth.
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(aa)_Investment Company Act
(i) The Borrower is not an “investment company”hiit the meaning of the 1940 Act.

(i) The Borrower represents and warrants thaheafBorrower operates in such a manner as to bieastment company” within
the meaning of the 1940 Act, the Borrower will stgi as an “investment company” under the 1940irAotediately upon being
required to do so under the 1940 Act and will cartdis business and other activities in compliawéé the provisions of the 1940 Act
and any rules, regulations or orders issued b€ thereunder.

(iii) The business and other activities of the Baver, including but not limited to, the making betAdvances by the Lenders, the
application of the proceeds and repayment thergdiid Borrower and the consummation of the transastcontemplated by the
Transaction Documents to which the Borrower is iyp@o not now and will not at any time result imyaviolations, with respect to the
Borrower, of the provisions of the 1940 Act or anles, regulations or orders issued by the SEGtheter.

(bb) Accuracy of Representations and Warrantieach representation or warranty by the Borroveatained herein or in any certifice
or other document furnished by the Borrower purshareto or in connection herewith is true and extr

(cc) Government Regulationg he Borrower is not engaged in the business tenehng credit for the purpose of “purchasing” or
“carrying” any Margin Stock. The Borrower owns n@igin Stock, and no portion of the proceeds of &dyance hereunder will be used,
directly or indirectly, for the purpose of purchagior carrying any Margin Stock, for the purposeeafucing or retiring any Indebtedness that
was originally incurred to purchase or carry anyrdyia Stock or for any other purpose that might eaasy portion of such proceeds to be
considered a “purpose credit” within the meanindgrefjulation T, U or X of the Federal Reserve Bodatte Borrower will not take or permit
to be taken any action that might cause any TraiesaDocument to violate any regulation of the Fati®eserve Board.

(dd) [ Reservedl

(ee)_Environmental At the time of origination or acquisition of ahgan and on the Cut-Off Date on which any real propthat is
material to the operations of the related busicesstitutes Related Property securing such Loarighhe primary collateral with respect to
which such Loan is principally underwritten, théated mortgaged property was to the Borrower’'sher$ervicer’s knowledge free of
contamination from toxic substances or hazardousgesaequiring action under Applicable Law or ibjeat to ongoing environmental
rehabilitation approved by the Servicer, and, ahefrelated Cut-Off Date of such Loan, the Borrotas no knowledge of any such
contamination from toxic substances or hazardousten@aterial on any such real property unless gents are below action levels.
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(ff) Material Adverse ChangeSince the Closing Date, there has been no Matsdizerse Change with respect to the Borrower.

(g9) Credit and Collection PolicySince the Closing Date, there have been no nahtdranges in the Credit and Collection Policy othe
than in accordance with this Agreement. Since slath, the Borrower has at all times complied with €redit and Collection Policy with
respect to each Loan.

(hh) Coverage Requirementhe Availability is greater than or equal to $0.

(i) No Termination Event No event has occurred and is continuing and malition exists, or would result from any Advancefrmm
the application of the proceeds therefrom, whichstitutes or may be reasonably expected to cotestitdTermination Event.

(i) USA PATRIOT Act. Neither the Borrower nor any Affiliate of the Bower is (1) a country, territory, organizationr§en or entity
named on an OFAC list, (2) a Person that residém®m place of business in a country or territ@yed on such lists or which is designated
as a Non-Cooperative Jurisdiction by the Finan&@lon Task Force on Money Laundering (“ FATY- or whose subscription funds are
transferred from or through such a jurisdictior); #3Foreign Shell Bank” within the meaning of tHSA PATRIOT Act, i.e., a foreign bank
that does not have a physical presence in any goand that is not affiliated with a bank that lagghysical presence and an acceptable level
of regulation and supervision; or (4) a personrtitythat resides in or is organized under theslaifva jurisdiction designated by the United
States Secretary of the Treasury under SectioroBB12 of the USA PATRIOT Act as warranting speamdasures due to money laundering
concerns.

The representations and warranties in Sectiosiall survive the termination of this Agreement.

Section 4.2 Representations and Warranties of thedrower Relating to the Agreement and the Loans

The Borrower hereby represents and warrants tégfemt and each Secured Party, as of the Closing &ad as of each Funding Date,
that:

(a) Security InterestThis Agreement constitutes a Grant of a secimigrest by the Borrower in all Collateral to theu3tee on behalf
of the Secured Parties. The Trustee on behalfeoSecured Parties, has a first priority perfectslisty interest in the Collateral, except for
Permitted Liens. Neither the Borrower nor any Perdaiming through or under the Borrower shall hawg claim to or interest in the
Collection Account or the Reserve Account, exceptlie interest of the Borrower in such propertaakebtor for purposes of the UCC.

(b) Eligibility of Loans. As of the Closing Date, (i) the Loan List and thisrmation contained in the Borrower Notice delied
pursuant to Section 2i2 a true and correct listing in all material resgeof all the Loans that are part of the Colldtasaof the Closing Date,
and the information contained therein with respeche identity of such Transferred Loans and thewnts owing thereunder is true and
correct in all material respects as of such déjegdch such Transferred Loan is an Eligible Ld@i),each such Transferred Loan and the
Related

87



Property is free and clear of any Lien (other tRanmitted Liens) and in compliance with all AppbtaLaws and (iv) with respect to each
such Loan, all consents, licenses, approvals troaizations of or registrations or declarationswahy Governmental Authority or other
Person required to be obtained, effected or giyetihé Borrower in connection with the transfer ofiaterest in such Loan and the Related
Property to the Trustee on behalf of the SecuretidBahave been duly obtained, effected or givehare in full force and effect. On each
Funding Date, the Borrower shall be deemed to smmteand warrant that (i) any additional Transfitrean referenced on the related
Borrower Notice delivered pursuant to Section 2.2n Eligible Loan, (ii) each such Transferred Laad the associated Related Property is
free and clear of any Lien (other than Permitteshk) and in compliance with all Applicable Laws) (vith respect to each such Transferred
Loan, all consents, licenses, approvals, authdoizst registrations or declarations with any Gowgental Authority or other Person required
to be obtained, effected or given by the Borrowerannection with the addition of such Transfertedn and the Related Property to the
Collateral have been duly obtained, effected oegiand are in full force and effect and (iv) theresentations and warranties set forth in
Section 4.2(a) are true and correct with respect to eaanltransferred on such day as if made on such day.

(c) No Fraud Each Loan was originated without any fraud orariat misrepresentation by the Originator or, t® ltest of the
Borrower’s knowledge, on the part of the Obligor.
ARTICLE V
GENERAL COVENANTS OF THE BORROWER

Section 5.1 Covenants of the Borrower
The Borrower hereby covenants that:

(a) Compliance with LawsThe Borrower will comply in all material respegtgh all Applicable Laws, including those with pest to
the Loans in the Collateral and any Related Prgpert

(b) Preservation of Existencdhe Borrower will preserve and maintain its esigte, rights, franchises and privileges in thesfliction
of its formation, and qualify and remain qualifiedgood standing in each jurisdiction where théufai to maintain such existence, rights,
franchises, privileges and qualification could mrebly be expected to have a Material Adverse Effec

(c) Loans Not to Be Evidenced by Promissory Nofése Borrower will not take any action to causg &ransferred Loan not original
evidenced by an Underlying Note to be evidencedrbinstrument (as defined in the UCC), except imeation with the enforcement or
collection of such Loan.

(d) Security InterestsExcept as contemplated in this Agreement andmnehe case of any Permitted Lien, the Borrowiirnot sell,
pledge, assign or transfer to any other Persograott, create, incur, assume or suffer to existlaey on any part of the Collateral, whether
now existing or hereafter transferred hereundeangrinterest therein. The Borrower

88



will promptly notify the Trustee and the Agent bEtexistence of any Lien on any part of the Calidtend the Borrower shall defend the
right, title and interest of the Trustee on belodlthe Secured Parties in, to and under any patteo€Collateral, against all claims of third
parties;providedthat nothing in this Sectio®.1(d) shall prevent or be deemed to prohibitBberower from suffering to exist Permitted Lie
upon any part of the Collateral.

(e) Delivery of Collections The Borrower shall deposit in the Collection Aanbpromptly (but in no event later than two Busie
Days after receipt) all Collections (including abgemed Collections) received (or deemed receiveddrirower in respect of the Loans that
are part of the Collateral.

(f) Activities of Borrower. The Borrower shall not engage in any businesgtivity of any kind, or enter into any transactimn
indenture, mortgage, instrument, agreement, caniraan or other undertaking, which is not incidgrb the transactions contemplated and
authorized by this Agreement or the Purchase Ages¢m

(9) IndebtednessThe Borrower shall not create, incur, assumeaifiesto exist any Indebtedness or other liabiityatsoever, except
(i) obligations incurred under this Agreement, unaiey Hedging Agreement required by Sect®2(a), or the Purchase Agreement, or
(i) liabilities incident to the maintenance of @gistence in good standing.

(h) GuaranteesThe Borrower shall not become or remain liableedly or indirectly, in connection with any Indelness or other
liability of any other Person, whether by guarantselorsement (other than endorsements of negefiladtruments for deposit or collectior
the ordinary course of business), agreement tahasecor repurchase, agreement to supply or ad¥ands, or otherwise.

(i) Investments The Borrower shall not make or suffer to exist &vans or advances to, or extend any credit topake any
investments (by way of transfer of property, cdnitions to capital, purchase of stock or securitiesvidences of indebtedness, acquisitio
the business or assets, or otherwise) in, any Rensmept for purchases of Loans pursuant to thehdge Agreement, or for investments in
Permitted Investments in accordance with the terhtisis Agreement.

(j) Merger; Sales The Borrower shall not enter into any transactibmerger or consolidation, or liquidate or dissoitself (or suffer
any liquidation or dissolution), or acquire or lmgaired by any Person, or convey, sell, loan oewtise dispose of all or substantially all of
its property or business, except as provided fohis Agreement.

(k) Distributions. The Borrower may not declare or pay or make ctliyeor indirectly, any distribution (whether instaor other
property) with respect to the assets of the Borraweny Person’s interest therein (collectivelyDéstribution”); providedthat if no
Termination Event has occurred or will occur assult thereof, the Borrower may make Distributibmés members on their membership
interests.

(I) Agreements The Borrower shall not become a party to, or gieamy of its properties to be bound by, any indest mortgage,
instrument, contract, agreement, loan or other taklieg, except the Transaction Documents or anoemdodify the provisions of its
operating agreement, without the consent of thenfygw issue any power of attorney except to them@r the Servicer.
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(m) Separate Existenc& he Borrower shall not take any action or penidcquiesce in any action to be taken which walde the
effect, directly or indirectly, of causing (i) itspresentations and warranties made pursuant tm8dc1(t)(i}(xxix) to be inaccurate in any
respect, or (ii) any breach of the covenants oBtbeower set forth in Section 9(d) of the Borroisesperating agreement.

(n) ERISA Matters The Borrower will not (a) engage or permit anyl&ER Affiliate to engage in any prohibited transactifor which
an exemption is not available or has not previobskn obtained from the United States Departmebabbr; (b) permit to exist any
accumulated funding deficiency, as defined in $ec802(a) of ERISA and Section 412(a) of the Caoddunding deficiency with respect to
any Benefit Plan other than a Multiemployer Plan);f4il to make any payments to a MultiemployemPtiaat the Borrower or any ERISA
Affiliate may be required to make under the agresmelating to such Multiemployer Plan or any lagrtgining thereto; (d) terminate any
Benefit Plan so as to result in any liability; e) permit to exist any occurrence of any reportaient described in Title IV of ERISA.

(o) Protection of Interests in Collateralith respect to each item of Collateral grantethe Trustee, for the benefit of the Secured
Parties, the Borrower will (i) acquire such Collaleoursuant to and in accordance with the termth®Purchase Agreement or, with respect
to Third Party Acquired Loans, another comparatétrument in form and substance acceptable to gen# (ii) take all action necessary to
perfect, protect and more fully evidence the Tre'stefor the benefit of the Secured Parties, owripref such Collateral, including, without
limitation, (A) filing and maintaining, at the Sécer’s expense, effective financing statementsresjahe Borrower in all necessary or
appropriate filing offices, and filing continuatietatements, amendments or assignments with reseeto in such filing offices and
(B) executing or causing to be executed such dttsruments or notices as may be necessary or ppgt®, and (iii) take all additional acti
that the Agent or the Trustee may reasonably reédqageerfect, protect and more fully evidence thgpective interests of the parties to this
Agreement in the Collateral.

(p) Transactions with AffiliatesThe Borrower will not enter into, or be a pany @ny transaction with any of its Affiliates, eptéi) the
transactions permitted or contemplated by this Agrent, the Purchase Agreement and any Hedging Agmats and (ii) other transactions
(including, without limitation, transactions reldtto the use of office space or computer equiproesbftware by the Borrower to or from an
Affiliate) (A) in the ordinary course of busine¢B) pursuant to the reasonable requirements oBtiteower’s business, (C) upon fair and
reasonable terms that are no less favorable tBah®wer than could be obtained in a comparablésalamgth transaction with a Person not
an Affiliate of the Borrower, and (D) not incongiat with the factual assumptions set forth in thetdstantive non-consolidation” legal
opinion letter issued by Ropes & Gray LLP and d&ldd to the Agent as a condition to the Initial Adee. It is understood that any
compensation arrangement for any trustee shalebmigted under clauses (ii)(Ahrough_(C) above if such arrangement has been expressly
approved by the directors of the Borrower in acaom with the Borrower’s operating agreement.
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(g) Change in the Transaction Documerithie Borrower shall provide notice of any propoaeatendment, modification, waiver or
termination of any terms or conditions of the Tat®on Documents other than this Agreement to themdand the Lenders. The Borrower
will not amend, modify, waive or terminate any teror conditions of any of the Transaction Documeth®r than this Agreement to which it
is a party, without the prior written consent of thgent and the Lenders and, if so requested bjgeat, the opinions of counsel delivered
pursuant to Section 3.1(ajith respect to (x) the creation, perfection anidnily of the security interest of the Secured arin the Collatera
(y) the sale of the Transferred Loans and Relategd?ty from Kohlberg Capital to the Borrower catuging a true sale, and (z) the assets of
the Borrower not constituting property of the estatt Kohlberg Capital following an Insolvency Evevith respect to Kohlberg Capital can
confirmed, after giving effect to the proposed admant, modification, waiver or termination. For #hevidance of doubt, the amendment,
modification or waiver of this Agreement is govedriey Section 12.1

(r) Credit and Collection PolicyThe Borrower will (i) comply in all material respts with the Credit and Collection Policy in regdjtw
each Loan and the Related Property included ifCthitateral, and (ii) furnish to the Agent and ehemder, prior to its effective date, prompt
notice of any changes in the Credit and CollecRoficy. The Borrower will not agree to or otherw{gg permit any change in the Credit and
Collection Policy which would materially and advelgsaffect or impair the collectibility of any Loaar (y) any material change in the Credit
and Collection Policy without the prior written gant of the Agent and each Lender (in their sderdtion).

(s) Termination EventsThe Borrower will furnish to the Agent and eadanbder, as soon as possible and in any event vitihée
Business Days after any officer of the Borrowerdming aware of the occurrence of each TerminatioenEand each Unmatured
Termination Event, a written statement settingtfoinie details of such event and the action thaBtiveower proposes to take with respect
thereto.

(t) Extension or Amendment of Loan¥he Borrower will not, except as otherwise petaditin Section7.4(a), extend, amend or
otherwise modify, or permit the Servicer on its &éko extend, materially amend or otherwise modiie terms of any Transferred Loan.

(u) Other Information The Borrower will furnish to the Agent and theniders such other information, documents, recordemorts
respecting the Loans or the condition or operatiinancial or otherwise, of the Borrower or Origior as the Agent or any Lender may from
time to time reasonably request in order to prateetnterests of the Trustee on behalf of the BatRarties, the Agent and the other Secured
Parties under or as contemplated by this Agreement.

(v) Notices Under the Purchase Agreemeriie Borrower will promptly, but in no event latbian two Business Days after its receipt
furnish to the Agent copies of any and all notieastificates, documents, or reports delivered hyithe Originator under the Purchase
Agreement.

(w) Inspection of RecordsThe Borrower will, at any time and from time tmé during regular business hours, as requestedeby
Agent, the Trustee, the Backup Servicer or any
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Lender upon two Business Days’ advance notice (whiall not be required if an Unmatured Terminafiment or a Termination Event shall
have occurred and be continuing), permit the Agerstuch Lender, as applicable, or their respe@gents or representatives, (i) to examine
and make copies of and take abstracts from all fa@cords and documents (including computer tapdglisks) relating to the Transferred
Loans and the related Loan Documents and (i) 4@ the offices and properties of the Borrower, @eginator or the Servicer, as applicable,
for the purpose of examining such materials desdrih clause (i), and to discuss matters relatintpé Transferred Loans or the Borrower's,
the Originator’s or the Servicer’s performance berder, under the Loan Documents and under the dtlagisaction Documents to which
such Person is a party with any of the officersgatprs, employees or independent public accountzrthe Borrower, the Originator or the
Servicer, as applicable, having knowledge of suektens.

(x) Keeping of RecordsThe Borrower will maintain and implement admirasitve and operating procedures (including an gfiidi
recreate records evidencing Transferred Loanshandelated Loan Documents in the event of the detsbn of the originals thereof), and
keep and maintain, all documents, books, compafers, disks, records and other information reaspmagessary or advisable for the
collection of all Transferred Loans (including redt® adequate to permit the daily identificatioreath new Transferred Loan and alll
Collections of and adjustments to each existingn.odhe Borrower shall give the Agent, each Lerated the Backup Servicer prompt notice
of any material change in its administrative andraging procedures referred to in the previousesam.

(y) Compliance with LoansThe Borrower will (i) at its own expense, timelyd fully perform and comply with all material pisions,
covenants and other promises required to be oldéywé under the Transferred Loans and the relatsth Documents; and (i) timely and
fully comply in all material respects with the Citethd Collection Policy with respect to each L@ the related Transferred Loan
Document.

(z) Restricted Paymentdhe Borrower shall not (i) purchase or redeemsdrgres of its capital stock or interests, (ii)gang purchase
or redeem any Indebtedness (other than Outstardiagnces), (iii) lend or advance any funds or (&fay any loans or advances to, for or
from any of its Affiliates (the amounts describadtlauses (i) through (iv) being referred to asesRicted Payment3, except that the
Borrower may (a) make Restricted Payments outmd$ueceived pursuant to Articledhd (b) make other Restricted Payments (includie
payment of dividends and Lien Release Dividendsjfter giving effect thereto, no Termination Evehall have occurred and be continuing.

(aa) Notice of Litigation The Borrower will promptly, but in no event latban two Business Days after any officer of therBaer
becoming aware thereof, deliver written noticeh® Agent, each Lender, the Trustee and the Backopc®r regarding any claim, action,
investigation or proceeding pending or threatergairest the Borrower and shall provide copies of ang all notices, certificates or
documents delivered to it in connection therewith.

(bb) Ratings The Borrower will ensure that each Transferredrishall have as of its Cut-Off Date a Moody’s Ratprovidedthat if
any Transferred Loan does not have a Moody’s AssidRating or a Moody’s Shadow Rating as of its OfftDate, the Borrower (or the
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Servicer on its behalf) will apply for a Moody’s fitey to be assigned to such Transferred Loan (ipter than the Cut-Off Date for each such
Transferred Loan and (ii) within 10 Business Dafyamy amendment to the related Loan Documentsistdggemed material in the Servicer’s
reasonable judgmengrovided furthetthat at any time up to 10% of the Aggregate OutitaplLoan Balance may consist of Transferred
Loans that have a S&P Shadow Rating in lieu of @adi§ts Rating. The Borrower shall re-apply at leaste every 12 months for a new
Moody’s Shadow Rating or S&P Shadow Rating, asiegple, with respect to each Loan having a Moo@fadow Rating or S&P Shadow
Rating, respectively, and shall pay all expensesa@ated with such application. Notwithstanding fitregoing, at any time up to 10% of the
Aggregate Outstanding Loan Balance may consistrwéitéd Loans.

(cc) Collateral Quality TestExcept as otherwise specified in this Agreementeach Measurement Date the Borrower will enshae t
the Collateral Quality Test is satisfied.

Section 5.2 Hedging Agreements

(a) Immediately upon the occurrence of an InteiRege Hedge Trigger and on or prior to each FunBiatg following the occurrence of
an Interest Rate Hedge Trigger, the Borrower srakr into one or more Interest Rate Hedge Traisegprovidedthat each such Interest
Rate Hedge Transaction shall:

(i) be entered into with a Hedge Counterparty amekgned by a Hedging Agreement;

(if) have a schedule of periodic monthly (or queyteas applicable) calculation periods which setth a Payment Date, the first of
which commences on the Funding Date and the laghath ends on the date of the last Scheduled Patyduge to occur under the
Loans to which it relates;

(iii) have an amortizing notional amount (a) cop@sding to a prepayment speed not to exceed aastnstepayment rate
determined by the Agent and notified by it to trerf®wer prior to the Borrower’s entry into the Irést Rate Hedge Transaction and
(b) such that the Interest Rate Hedge Notional Am@ueffect on each day during the term of sudbrigst Rate Hedge Transactions
shall be no less than the product of the HedgeglRtage and the Interest Rate Hedge Amount, sulgj@cty permitted excess or
shortfall in the Interest Rate Hedge Amount as tmawllowed by an Interest Rate Hedge Amount NotiBaad; and

(iv) provide, in the case of any interest rate swWwaptwo series of quarterly payments to be netigginst each other, one such
series being payments to be made by the BorrowaiHedge Counterparty by reference to a fixedfaatéhat Interest Rate Hedge
Transaction, and the other such series being pagn@ibe made by the Hedge Counterparty at a figatite equal to “USD-LIBOR-
BBA” (as defined in the ISDA Definitions), the rnetount of which shall be paid into the CollectioocAunt (if payable by the Hedge
Counterparty) or, to the extent of Available Fuadsl from the Collection Account, under Sectiong®(@)(i), 2.8(b)(i)and 2.8(b)(xii)
of this Agreement (if payable by the Borrower).
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(b) Immediately upon the purchase of a Non-USD L dla@ Borrower shall enter into a Currency Hedganactionprovidedthat each
such Currency Hedge Transaction shall:

(i) be entered into with a Hedge Counterparty amekgned by a Hedging Agreement;

(if) have a schedule of periodic quarterly caldolaperiods which settle on a Payment Date, tts éf which commences on the
applicable Funding Date associated with such pweshand the last of which ends on the date ofatteScheduled Payment due to o
under the Non-USD Loans to which it relates;

(iii) have (A) a notional amount denominated in Bermitted Currency of the related Non-USD Obligratithe “ NonUSD
Notional Amount”), (B) a notional amount denominated in Dollatse(t USD Notional Amount), (C) a floating payment relating to
the index applicable to such Non-USD Obligationgiag by the Borrower, (D) a floating payment reigtto LIBOR payable by the
Hedge Counterparty, and (E) a scheduled terminakite@ equal to the date which the Servicer readpmradpects to be the scheduled
final payment date of such Non-USD Obligation arthe option of the Servicer, the date on whichaterage life or duration for the
Non-USD Obligation being hedged expires; and

(iv) provide that (A)(x) the Borrower shall payttee Hedge Counterparty, in the Permitted Currenayhich the related No/SD
Loan is denominated, a floating rate coupon ori\tbe-USD Notional Amount of such Currency Hedge Besrtion and (y) in
exchange, the Hedge Counterparty shall pay to treoRer, in Dollars, a floating rate coupon on th&D Notional Amount of such
Currency Hedge Transaction; (B)(x) the Borrowerdlgbay to the Hedge Counterparty, in the PermiGedrency in which the related
Non-USD Obligation is denominated, a specified iporbf the Non-USD Notional Amount as a final piiped exchange amount and
(y) in exchange, the Hedge Counterparty shall paje Borrower, in Dollars, a specified portiortlteé USD Notional Amount as a fin
principal exchange amount; and

(v) have a Non-USD Notional Amount equal to Outdiag Loan Balance of the Non-USD Loan being hedged;

(c) Subject to, and without limiting the provisioof Article VIII of this Agreement, the Borrower hereby assignéi¢olrustee on

behalf of the Secured Parties, all right, title amedrest of the Borrower in, but none of the oltigns of the Borrower under, each Hedging
Agreement, each Hedge Transaction, and all presehfuture amounts payable by a Hedge Counterpa@prrower under or in connection
with the respective Hedging Agreement and Hedgedaetion(s) with that Hedge Counterparty (* Hedgdla@eral”), and grants a security
interest to the Trustee on behalf of the Securetid3ain the Hedge Collateral; provided that sigl@as the Hedge Counterparty is the Agent
or any Affiliate thereof, the Trustee hereby grantthe Servicer a non-exclusive license (whicHIdleadeemed revoked upon the occurrence
of a Termination Event) to exercise any rights uraie related Hedging Agreement or Hedge Transaclibe Borrower acknowledges that
as a result of such assignment the Borrower mayemaept as set forth in the proviso to the immiedljgpreceding sentence, without the prior
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written consent of the Agent (or the Trustee, actihthe direction of the Agent), exercise anytsgimder any Hedging Agreement or Hedge
Transaction, except for the Borrower’s right undey Hedging Agreement to enter into Hedge Transastin order to meet the Borrower’s
obligations under Sectioris2(a) and 5.2(b) hereof. Nothing herein shall héreceffect of releasing the Borrower from anytefabligations
under any Hedging Agreement or any Hedge Transaatior be construed as requiring the consent oAtient, the Trustee or any other
Secured Party for the performance by Borrower gfsarch obligations.

Section 5.3 Delivery of Loan Files

(a) The Borrower, or the Servicer on its behalglstieliver possession of all “instruments” (witlthe meaning of Article 9 of the UCC)
not constituting part of “chattel paper” (withinetimeaning of Article 9 of the UCC) that evidencg amansferred Loan set forth on a Loan
List, including all Underlying Notes (other thanthre case of Noteless Loans), and all portions®@fLipan Files to the Trustee on behalf of
Secured Parties prior to the applicable Fundingefah each case endorsed in blank or to the Agéthiput recourseprovidedthat
notwithstanding the foregoing, with respect to &ng-Positioned Loan, the Borrower shall (i) (otthem in the case of a Noteless Loan) have
a copy of the executed Underlying Note faxed toTthestee on the applicable Funding Date and cdweseriginal to be received by the
Trustee within two Business Days after such Fundiate and (ii) within ten Business Days of the HogdDate deliver all other portions of
the Loan File in each case endorsed in blank withezourse, where applicable. Pursuant to Sectib®, the Borrower is required to deliver
such instruments and Loan Files to the Truste¢hibenefit of the Secured Parties. Accordinglg,Borrower hereby authorizes and directs
the Servicer to deliver possession of all suchrimsénts and Loan Files to the Trustee on behali@Secured Parties, and agrees that such
delivery shall satisfy the condition set forth retfirst sentence of this Section 5.3(a). The $enghall also identify on the Loan List
(including any amendment thereof), whether by agdcschedule or marking or other effective idemijydesignation, all Transferred Loans
that are not evidenced by such instruments.

(b) Prior to the occurrence of a Termination Evan$ervicer Termination Event, the Trustee shallraocord the Assignments of
Mortgage delivered pursuant to Section 5.2¢&]) the definition of Loan Documents. Upon the o@mnce of a Termination Event or a
Servicer Termination Event, the Trustee shallpifizected by the Agent, cause to be recordedarafipropriate offices each Assignment of
Mortgage delivered to it with respect to all Traerséd Loans except those Transferred Loans cowsréige proviso to the definition of
Assignment of Mortgage. Each such recording sheatitthe expense of the Servigamvidedthat to the extent the Servicer does not pay
expenses, the Trustee shall be reimbursed pursu#m provisions of Section 2.8
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ARTICLE VI

PERFECTION OF TRANSFER AND
PROTECTION OF SECURITY INTERESTS

Section 6.1 Custody of Transferred Loans

The contents of each Loan File relating to a Tramefl Loan (other than a Non-USD Loan) shall bd irethe custody of the Trustee
under the terms of the Purchase Agreement and\gresement for the benefit of the Secured Parties.

Section 6.2 Filing.

On or prior to the Closing Date, the Borrower aregv&er shall cause the UCC financing statemenéfgyred to in Section 4.1(u)(v)
hereof to be filed, and from time to time the Seevishall take and cause to be taken such actimhexecute such documents as are nece
or desirable or as the Agent may reasonably redqogsrfect and protect the first priority perfetsecurity interest of the Trustee on beha
the Secured Parties in the Collateral againstthéiraPersons, including, without limitation, thini of financing statements, amendments
thereto and continuation statements, the execofitransfer instruments and the making of notatiom®r taking possession of all records or
documents of title. Notwithstanding the obligatiarighe Borrower and the Servicer set forth inheceding sentence, the Borrower and the
Servicer hereby authorize the Agent to preparefitadat the expense of the Servicer, UCC finand@tagements (including but not limited to
renewal, continuation or in lieu statements) anéraments or supplements thereto or other instruisrenthe Agent may from time to time
deem necessary or appropriate in order to perfetha@intain the security interest granted hereuimdaccordance with the UCC.

Section 6.3 Changes in Name, Structure or Location

(a) During the term of this Agreement, neither $wvicer nor the Borrower shall change its namentity, structure, existence or
location (as defined in Article 9 of the UCC) withidirst giving at least 30 days’ prior written fe# to the Agent and each other Secured
Party.

(b) If any change in either the Originator’s or B@rower’s name, identity, structure, existenoeation (as defined in Article 9 of the
UCC) or other action would make any financing ontaouation statement or notice of ownership intecgd.ien relating to any Collateral
seriously misleading within the meaning of appliegtrovisions of the UCC, the initial Servicer, atthe Borrower’s expense, any Successor
Servicer, if applicable, no later than five Busm&says after the effective date of such changdl fleasuch amendments as may be required
to preserve and protect the security interest@fTitustee on behalf of the Secured Parties in tiai@ral and the proceeds thereof. Promptly
after taking any of the foregoing actions, thei@iServicer or, at the Borrower’s expense, anycg8sasor Servicer, if applicable, shall deliver
to the Agent, the Trustee and each other Secungg &aOpinion of Counsel reasonably acceptabteecAgent stating that, in the opinion of
such counsel, all financing statements or amendsmeadessary to preserve and protect the secutgest of the Trustee
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on behalf of the Secured Parties in the Collatesak been filed, and reciting the details of suloingf and the Trustee on behalf of the
Secured Parties has a perfected security intereékseiCollateral.
Section 6.4 Chief Executive Office

During the term of this Agreement, and subjechsdther terms and provisions herein relating tnges in location, the Originator v
maintain its chief executive office in one of th@t®s of the United States.

Section 6.5 Costs and Expenses

The Servicer agrees to pay all reasonable costdsliahdrsements in connection with the perfectiod tie maintenance of perfection, as
against all third parties, of the Borrower’s and ffrustee’s (on behalf of the Secured Parties} rtgle and interest in and to the Collateral
(including, without limitation, the security intestein the Collateral related thereto and the securterests provided for herein).

Section 6.6 Sale Treatment

The Borrower shall treat the transfer of Collatenalde hereunder for all purposes (other than f@nfitial accounting purposes) as a
and purchase on all of its relevant books, recdindancial statements and other applicable docusaéitwithstanding the preceding
sentence, for federal income tax purposes, the gfamsecurity interest in the Collateral by ther®wer hereunder shall not be treated as a
sale and purchase for federal income tax purposes.

Section 6.7 Separateness from the Borrower

The Borrower agrees to take or refrain from talangngaging in with respect to the Originator eafthe actions or activities specified
in the “substantive non-consolidation” opinion adges & Gray LLP (including any certificates of Deiginator attached thereto), delivered
on the Closing Date, upon which the conclusionsetiheare based.

ARTICLE VII
ADMINISTRATION AND SERVICING OF LOANS

Section 7.1 Appointment of the Servicer

The Borrower hereby appoints Kohlberg Capital @Shrvicer hereunder to service the Transferresid@aad enforce its respective
rights and interests in and under each Transféroad in accordance with the terms and conditiorthisfArticle VIl and to serve in such
capacity until the termination of its responsiiglt pursuant to Section 7.28ohlberg Capital hereby accepts such appointrardtagrees to
perform the duties and obligations with respectdtteset forth herein. The Servicer and the Borrdvezeby acknowledge that the Agent and
the other Secured Parties are third party beneksiaf the obligations undertaken by the Servimaeunder.
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Section 7.2 Duties and Responsibilities of the Sécer .

(a) The Servicer shall conduct the servicing, adstiation and collection of the Transferred Loand ahall take, or cause to be taken,
all such actions as may be reasonably necessagvigable to service, administer and collect Tramefl Loans from time to time on behalf
of the Borrower and as the Borrower’s agent. ThwiSer will service, administer and make collecgan the Transferred Loans with
reasonable care, using that degree of skill amhtidin that the Servicer exercises with respeatitcomparable loans that it services for itself
or others.

(b) The duties of the Servicer (the “ Servicing iBst), as the Borrower’s agent, shall include, withéntitation:
(i) preparing and submitting of claims to, and plaifitng liaison with, Obligors on Transferred Lagn

(if) maintaining all necessary Servicing Recordthwespect to the Transferred Loans and providiroy seports to the Borrower,
the Agent and each Lender in respect of the sewyiof the Transferred Loans (including informatrefating to its performance under
this Agreement) as may be required hereunder tireaBorrower, the Agent and each Lender may reddpmnequest;

(iif) maintaining and implementing administrativedaoperating procedures (including, without linittat an ability to re-create
Servicing Records evidencing the Transferred Laautise event of the destruction of the originaksréof) and keeping and maintaining
all documents, books, records and other informa@sonably necessary or advisable for the calleaif the Transferred Loans
(including, without limitation, records adequateprmit the identification of each new Transfert@an and all Collections of and
adjustments to each existing Transferred Loprgyidedthat any Successor Servicer shall only be requoed-create the Servicing
Records of each prior Servicer to the extent sacbrds have been delivered to it in a format realsiyracceptable to such Successor
Servicer;

(iv) promptly delivering to the Borrower, the Ageetich Lender, the Trustee and the Backup Serfioen,time to time, such
information and Servicing Records (including infation relating to its performance under this Agreathas the Borrower, the Agent,
each Lender and the Trustee may from time to tiasonably request;

(v) identifying each Transferred Loan clearly améionbiguously in its Servicing Records to reflectttiuch Transferred Loan is
owned by the Borrower and pledged to the Trustelkeatralf of the Secured Parties;

(vi) complying in all material respects with thee@it and Collection Policy in regard to each Transfd Loan;

98



(vii) complying in all material respects with alpglicable Laws with respect to it, its business praperties and all Transferred
Loans and Collections with respect thereto;

(viii) preserving and maintaining its existencghtss, licenses, franchises and privileges as aocatipn in the jurisdiction of its
organization, and qualifying and remaining quatlfie good standing as a foreign corporation andifyiregy to and remaining
authorized and licensed to perform obligationsewiSer (including enforcement of collection of msferred Loans on behalf of the
Borrower, the Agent and the other Secured Paiitiesach jurisdiction where the failure to presesmel maintain such existence, rights,
franchises, privileges and qualification would niziéy adversely affect (A) the rights or interesfsthe Borrower, the Agent and the
other Secured Parties in the Transferred Loansth@tollectibility of any Transferred Loan, or (B ability of the Servicer to perform
its obligations hereunder; and

(ix) notifying the Borrower, the Agent and each Henof any material action, suit, proceeding, dispaffset deduction, defense
or counterclaim that (1) is or is threatened t@abgerted by an Obligor with respect to any Transfiek oan; or (2) would reasonably be
expected to have a Material Adverse Effect.

(c) The Borrower and Servicer hereby acknowledgé lone of the Agent, any other Secured PartyeiTtiistee shall have any
obligation or liability with respect to any Trangfed Loans, nor shall any of them be obligatedeidgym any of the obligations of the
Servicer hereunder.

Section 7.3 Authorization of the Servicer

(a) Each of the Borrower and the Trustee on bedfdtie Secured Parties hereby authorizes the Srirecluding any successor there
to take any and all reasonable steps in its namearits behalf necessary or desirable and nonsistent with the pledge of the Transferred
Loans to the Secured Parties, in the determinatidine Servicer, to collect all amounts due underand all Transferred Loans, including,
without limitation, endorsing any of their namesatrecks and other instruments representing Catlestiexecuting and delivering any anc
instruments of satisfaction or cancellation, opaftial or full release or discharge, and all otmmnparable instruments, with respect to the
Transferred Loans and, after the delinquency of enaysferred Loan and to the extent permitted uaddrin compliance with Applicable
Law, to commence proceedings with respect to eiffgneayment thereof, to the same extent as therttigy could have done if it had
continued to own such Loan. The Borrower shallishrthe Servicer (and any successors thereto)amigtpowers of attorney and other
documents necessary or appropriate to enable théSeto carry out its servicing and administratiuties hereunder, and shall cooperate
with the Servicer to the fullest extent in ordeettsure the collectibility of the Transferred Loamsno event shall the Servicer be entitled to
make the Borrower, the Trustee, the Agent or ahgroBecured Party a party to any litigation withewth party’s express prior written
consent, or to make the Borrower a party to amyaliton (other than any routine foreclosure or mé¢ollection procedure) without the
Agent’s and each Lender’s consent.
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(b) After a Termination Event has occurred andistinuing, at the Agent’s direction, the Servickalstake such action as the Agent
may deem necessary or advisable to enforce caleofithe Transferred Loangrovidedthat (i) the Servicer shall not be required to takg
action hereunder at the request of the Agent itakang of such action, in the reasonable detertiuinaf the Servicer (after consultation with
the Agent) would be in violation of any Applicalilaw; and (ii) the Agent may, at any time after arimation Event has occurred and is
continuing, notify any Obligor with respect to afsansferred Loans of the assignment of such Tramsfd_oans to the Agent and direct that
payments of all amounts due or to become due t8tnwer thereunder be made directly to the Ageretny servicer, collection agent or
lock-box or other account designated by the Agedt apon such notification and at the expense@®Bibrrower, the Agent may enforce
collection of any such Transferred Loans and adgedtle or compromise the amount or payment tiefé® Agent shall give written notice
to any Successor Servicer of the Agent’s actiordirections pursuant to this Section 7.3(bhd no Successor Servicer shall take any actions
pursuant to this Section 7.3(tat are outside of its Credit and Collection Rolic

Section 7.4 Collection of Payments

(a) Collection Efforts, Madification of LoansThe Servicer will make reasonable efforts toexdllll payments called for under the
terms and provisions of the Transferred Loans dsndren the same become due, and will follow thadlection procedures which it follows
with respect to all comparable Loans that it s&wifor itself or others. The Servicer may not waiedify or otherwise vary any provision
a Transferred Loan, except as may be in accordaitighe provisions of the Credit and CollectiorliBpand _Section 5.1(g)which permits,
among other things, the waiver of any late paynsbatrge or any other fees that may be collecteldarotdinary course of servicing any Loan
included in the Collateral.

(b) [Reserved]

(c) Taxes and other Amount3 o the extent provided for in any Transferred h,afie Servicer will use its best efforts to cdilatt
payments with respect to amounts due for taxeesasgents and insurance premiums relating to swumfsfarred Loans or the Related
Property and remit such amounts to the appropBateernmental Authority or insurer on or prior t@ thate such payments are due.

(d) Payments to Concentration Accou@n or before the Cut-Off Date with respect tore@ransferred Loan, the Servicer shall have
instructed all Obligors to make all payments irpext of all Transferred Loans included in the Gellal to the Concentration Account Bank
for deposit in the Concentration Account. All preds in the Concentration Account shall be distedunto the Collection Account within
two Business Days as provided in the Concentradiimmount Agreement and the Intercreditor Agreement.

(e) Establishment of the Collection Accoufithe Borrower or the Servicer on its behalf shallse to be established, on or before the
Closing Date, and maintained in the name of thed®eer but subject to the lien of the Trustee ondifedf the Secured Parties, with an office
or branch of a depository institution or trust c@np organized under the laws of the United Statesp one of the States thereof or the
District of Columbia (or any domestic
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branch of a foreign bank) a segregated corporast éiccount, which may be a securities accountd@pasit account (the “ Collection
Account”) with subaccounts thereof, including the PrintiBallections Account and the Interest Collectidwzount, for the purpose of
receiving Collections from the Collatergkovidedthat at all times such depository institution aistrcompany shall be a depository institu
organized under the laws of the United States prome of the States thereof or the District of @abia (or any domestic branch of a foreign
bank), (i) (A) that has either (1) a long-term unged debt rating of “A-" or better by S&P and “A-8r better by Moody’s or (2) a shotgrm
unsecured debt rating or certificate of deposihgadf “A-1" or better by S&P or “P-1" or better iyloody'’s, (B) the parent corporation of
which such depository institution is a Subsidiaag leither (1) a long-term unsecured debt rating\éfor better by S&P and “A-3" or better
by Moody'’s or (2) a short-term unsecured debt gatincertificate of deposit rating of “A-1" or bettby S&P and “P-1" or better by Moody’s
or (C) is otherwise acceptable to the Agent andyiose deposits are insured by the Federal Depssitance Corporation (any such
depository institution or trust company, a “ Qualif Institution”) which Qualified Institution has agreed with tBerrower, the Servicer, the
Agent and the Trustee to comply with any and alkos, notices, requests and other instructionsnaigd by the Agent or the Trustee acting
on the instructions of the Agent directing dispiositof the funds in the Collection Account withauty further consent from the Borrower or
the Servicer. In order to provide the Trustee withtrol over the Collection Account within the maanof Section 9-104(a) or Section 9-106
(c) of the UCC and any other Applicable Law, theaBwer and the Servicer hereby agree that the &eysicting on the instructions of the
Agent, may at any time provide U.S. Bank or anycegsor Person that maintains the Collection Accaithtinstructions as to the dispositi
of funds in the Collection Account, entitlement ersl with respect to financial assets in the CallecAccount or instructions as to any other
matters relating to the Collection Account withamty further consent from the Borrower or the Sewit).S. Bank, to the extent and for so
long as the Collection Account is maintained wittagrees with the Borrower, the Servicer and therm to comply with any and all orders,
entitlement orders, notices, requests and oth&wuicttons originated by the Trustee, acting onitis¢ructions of the Agent, directing
disposition of the funds in the Collection Accowithout any further consent from the Borrower ag Servicer. Subject in every respect to
the foregoing, U.S. Bank and any successor Pelsinrtaintains the Collection Account shall only giyrwith such orders, notices, requests
and other instructions originated by the Borrowethe Servicer as the Borrower or the Servicerlghgiressly deliver and cause U.S. Ban
effectuate pursuant to the terms of the Transa®mcuments, it being understood and acknowledgatdtbither the Borrower nor the
Servicer shall give any orders, notices, requasisstructions not authorized or permitted by thiariBaction Documents. The Agent and the
other Secured Parties shall not cause the Trustesue, and the Trustee shall not issue a Nofiexdusive Control (as defined in the
Account Control Agreement), or any entitlement osdar other instructions to U.S. Bank (or any sgsoe Person that then maintains the
Collection Account) unless a Termination Event desurred and is continuingrovidedthat none of the Originator, the Servicer or the
Borrower shall have any right of withdrawal ovee fBollection Account (including any subaccountseb§ except in accordance with
Section 2.8

(f) Establishment of Reserve Accourithe Borrower or the Servicer on its behalf shalise to be established, on or before the Closing
Date, and maintained in the name of the Borrowéubder the control of the Trustee on behalf ofSleeured Parties with an office or branch
of a Qualified Institution a segregated corporatsttaccount, which may be a securities accouatd®posit account (the “ Reserve Account
"); providedthat at all times such depository institution astrcompany shall be a Qualified Institution.
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(9) Adjustments If (i) the Servicer makes a deposit into the €dilbon Account in respect of a Collection of a Laathe Collateral and
such Collection was received by the Servicer inftina of a check that is not honored for any reamofii) the Servicer makes a mistake with
respect to the amount of any Collection and depasitamount that is less than or more than thelkatoount of such Collection, the Servi
shall appropriately adjust the amount subsequeaeghosited into the Collection Account to refleattsalishonored check or mistake. Any
Scheduled Payment in respect of which a dishoncinedk is received shall be deemed not to have paien

(h) Released AmountsThe Agent and the other Secured Parties herelegdgnd the Trustee is hereby authorized) to seleathe
Borrower from the Collateral, and the Borrower ligragrees to release to the Originator, an amayudldo the Released Amounts
immediately upon identification thereof and upoceipt of an Officer’s Certificate of the Servicarich release shall be automatic and shall
require no further act by the Trustee on behathefSecured Parties, or the other Secured Paptiegdedthat the Trustee on behalf of the
Secured Parties and the other Secured Partiesesteallite and deliver such instruments of releadeasignment, or otherwise confirm the
foregoing release, as may reasonably be requegtde iDriginator in writing. Upon such release,lsiReleased Amounts shall not constitute
and shall not be included in the Collateral.

Section 7.5 Servicer Advances

(a) For each Collection Period, if the Serviceredetnes that any Scheduled Payment (or portioredfgthat was due and payable
pursuant to a Loan included in the Collateral dyisnch Collection Period was not received prightoend of such Collection Period, the
Servicer may, but shall not be obligated to, makadvance in an amount up to the amount of suéhgiednt Scheduled Payment (or portion
thereof) if the Servicer reasonably believes thatadvance will be reimbursed by the related Obligoaddition, if on any day there are not
sufficient funds on deposit in the Interest Coli@etAccount to pay accrued Interest and Prograns Baeany Advance the Collection Period
of which ends on such day, the Servicer may makaedaance in the amount necessary to pay such sutene Program Fees if the Servicer
reasonably believes that the advance will be reisguliby the related Obligor (in either case, amhsadvance, a “ Servicer Advane

(b) The Servicer will deposit any Servicer Advanites the Collection Account on or prior to 11:0@na(New York City time) on the
related Payment Date, in immediately available fuddServicer Advance for a delinquent payment doan will not constitute a
reclassification of the delinquency status of sughn for reporting purposes and the delinquent paytrwith respect to such Loan will
continue to age as if no payment has been made.

Section 7.6 Realization Upon Defaulted Loans

The Servicer will use its reasonable efforts toossess or otherwise comparably convert the owneddtany Related Property with
respect to a Defaulted Loan and will act as saiels a
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processing agent for Related Property that it regeses. The Servicer will follow the practices prutedures set forth in the Credit and
Collection Policy in order to realize upon suchaedl Propertyprovidedthat the Servicer shall not be required to payoui any

Liguidation Expense in connection with the realimatof such Related Property unless, in the redser@pinion of the Servicer, such
Liguidation Expenses will be recoverable by thevi®er from the proceeds of sale or other dispasitibsuch Related Property or otherwise.
Without limiting the foregoing, unless the Agenstspecifically given instruction to the contratye tServicer may sell any such Related
Property with respect any Defaulted Loan to thesi8er or its Affiliates for a purchase price eqt@the then fair market value thereof; any
such sale to be evidenced by a certificate of p&esible Officer of the Servicer delivered to thgeat identifying the Defaulted Loan and
Related Property, setting forth the sale pricehefRelated Property and certifying that such saée ps the fair market value of such Related
Property;providedthat if after giving effect to such sale (a) theallability is not greater than or equal to $0 or b Unmatured Termination
Event, a Termination Event or a Servicer Termimatiwent would occur, then the Servicer prior tdisglany Related Property with respect a
Defaulted Loan shall obtain the prior written camsef the Agent. In any case in which any such ®el@roperty has suffered damage, the
Servicer will not expend funds in connection wittyaepair or toward the repossession of such RéRteperty unless it reasonably
determines that such repair and/or repossessidimaitase the Recoveries by an amount greaterttieaamount of such expenses. The
Servicer will remit to the Collection Account thegbveries received in connection with the saleigpasition of Related Property with
respect to a Defaulted Loan.

Section 7.7 Maintenance of Insurance Policies

The Servicer will require that each Obligor witlspect to a Transferred Loan maintain an InsuraodieyPwith respect to each
Transferred Loan and the Related Property in acoarel with the Credit and Collection Policy. In ceation with its activities as Servicer,
Servicer agrees to present, on behalf of the Bar@md the Trustee on behalf of the Secured Pawi#srespect to the respective interests,
claims to the insurer under each Insurance Policlyaay such liability policy, and to settle, adjastd compromise such claims, in each case,
consistent with the terms of each related Loan.

Section 7.8 Representations and Warranties of thee8vicer .

The Servicer hereby represents and warrants asv®lprovidedthat the representations and warranties set forthauses (m)and_(o0)
below shall be delivered only by the initial Seesi or any Successor Servicer that is an Affilaftehe Initial Servicer or the Borrower, and
certain other representations and warranties bbalkelivered only by the initial Servicer, as exssig provided therein):

(a) Organization and Good Standing; Power and AitthoThe Servicer is a corporation duly organizedidilexisting and in good
standing under the laws of the jurisdiction ofiitsorporation with all requisite corporate powedauthority to own its properties and to
conduct its business as presently conducted aedtér into and perform its obligations pursuarthie Agreement and each other Transaction
Document to which it is a party.
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(b) Due Qualification The Servicer is qualified to do business as paration, is in good standing, and has obtainelicaihses and
approvals as required under the laws of all juciolns in which the ownership or lease of its proypand or the conduct of its business (other
than the performance of its obligations hereundegires such qualification, standing, licenseppraval, except to the extent that the failure
to so qualify, maintain such standing or be soniéesl or approved would not have an adverse effetti@interests of the Borrower or of the
Lenders.

(c) Authorization. The Servicer has duly authorized the executietiyery and performance of this Agreement by ajluisite corporate
action.

(d) No Violation. The consummation of the transactions contemplayednd the fulfillment of the terms of, this Agraent by the
Servicer (with or without notice or lapse of tinvei)l not (i) conflict with, result in any breach ahy of the terms or provisions of, or
constitute a default under, the articles of incoggion or by-laws of the Servicer, or any mate@ahtractual Obligation to which the Servicer
is a party or by which it or any of its propertybisund, (ii) result in the creation or impositiohamy Lien upon any of its properties pursuant
to the terms of any such Contractual Obligatiohéothan this Agreement or the Purchase Agreemantiij) violate any Applicable Law if
such violation of Applicable Law could reasonabéydxpected to have a Material Adverse Effect.

(e) No ConsentsAll approvals, authorizations, consents, ordergtber actions of any Person or of any Governnigaithority (if any)
required in connection with the due execution gl and performance by the Servicer of this Agreeinand any Transaction Document to
which the Servicer is a party, have been obtained.

(f) Binding Obligation. This Agreement constitutes a legal, valid andlisig obligation of the Servicer, enforceable agaihe Servicer
in accordance with its terms, except as such eeédnitity may be limited by (i) applicable Insolvenicaws and (ii) general principles of
equity (whether considered in a suit at law ordaity).

(9) No ProceedingsExcept as previously disclosed to the Agent aahe.ender in writing, there are no proceedingisegstigations
(formal or informal) pending or, to the best knoslde of the Servicer, threatened against the Senbegore any Governmental Authority
(i) asserting the invalidity of this Agreement) @eeking to prevent the consummation of any otrdiesactions contemplated by this
Agreement or (iii) seeking any determination oirrglthat would (in the reasonable judgment of theviger) be expected to have a Material
Adverse Effect.

(h) Reports AccurateAll Servicer Certificates, information, exhibiffjancial statements, documents, books, ServieeoRis or
reports furnished or to be furnished by the Sentiecehe Agent, each Lender, the Trustee or angrdBecured Party in connection with this
Agreement are and will be accurate, true and comeall material respects.

() No Servicer Default No event has occurred and is continuing and malition exists, or would result from the inclusiohany Loan
in the Collateral or from the application of th@peeds therefrom, which constitutes or may readpehexpected to constitute a Servicer
Termination Event.
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() Material Adverse ChangeSince December 11, 2006, there has been no Mbealverse Change with respect to the initial SeEwi

(k) Credit and Collection PolicySince the Closing Date or, in the case of anyc&ssor Servicer, the date of its appointment als, suc
there have been no material changes in any CrediCallection Policy other than in accordance wliis Agreement. Since such date, the
Servicer has at all times complied with the Creditl Collection Policy with respect to each Loan.

() RIC/BDC RequirementsThe initial Servicer is in compliance with theGRBDC Requirements.

(m) Selection ProceduredNo procedures believed by the Servicer to be nadifeadverse to the interests of the Securedi¢zaviere
utilized by the Borrower in identifying and/or sefieg the Loans that are part of the Collateral.

(n) Reports AccurateAll Monthly Reports (if prepared by the Borrowarthe Servicer on its behalf, or to the extent thfprmation
contained therein is supplied by the Borrower er$ervicer), information, exhibits, financial staents, documents, books, records or ref
furnished or to be furnished by the Borrower or $leevicer on its behalf to the Agent, the Trusteany Lender in connection with this
Agreement are accurate, true and correct in aleristrespects.

(0) Security InterestThe representations and warranties made by theBer pursuant to Section 4.1(@re accurate, true and correct
in all material respects.

(p) Eligibility of Loans. As of the Closing Date or, in the case of anycgasor Servicer, the date of its appointment as, f)ahe Loar
List and the information contained in the Borrowatice delivered pursuant to Section B2 true and correct listing in all material respe
of all the Loans that are part of the Collaterabfithe Closing Date, and the information contaittestein with respect to the identity of such
Transferred Loans and the amounts owing thereuadare and correct in all material respects asuch date, (ii) each such Transferred L
is an Eligible Loan, (iii) each such Transferrechh@and the Related Property is free and clearyt.an (other than Permitted Liens) and in
compliance with all Applicable Laws and (iv) witespect to each such Loan, all consents, licenppspwals or authorizations of or
registrations or declarations with any GovernmeAtahority or other Person required to be obtairedticted or given by the Borrower in
connection with the transfer of an interest in suohn and the Related Property to the Trustee balbef the Secured Parties, have been
obtained, effected or given and are in full forod &ffect. On each Funding Date, the Borrower dfmlieemed to represent and warrant that
(i) any additional Transferred Loan referencedrmrelated Borrower Notice delivered pursuant tctiSe 2.2is an Eligible Loan, (ii) each
such Transferred Loan and the related Propertg&sdnd clear of any Lien (other than Permittediéjend in compliance with all Applicak
Laws, (iii) with respect to each such Transferredm, all consents, licenses, approvals, authooizgtiregistrations or
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declarations with any Governmental Authority orestPerson required to be obtained, effected omgbyethe Borrower in connection with
the addition of such Transferred Loan and the RdI®roperty to the Collateral have been duly obtgieffected or given and are in full foi
and effect and (iv) the representations and waasiset forth in Section 4.2(aje true and correct with respect to each Loarsteared on
such day as if made on such day.

Section 7.9 Covenants of the Servicer

The Servicer (which may, as specified in certaivet@nts set out below, be the initial Servicer phreby covenants that:

(a) Compliance with Law The Servicer will comply in all material respeutith all Applicable Laws, including those with pEsct to the
Transferred Loans, the Related Property and Loazudents or any part thereof.

(b) Preservation of Corporate Existendehe Servicer will preserve and maintain its cogpe existence, rights, franchises and privile
in the jurisdiction of its formation, and qualifpéremain qualified in good standing as a foreigrporation in each jurisdiction where the
failure to maintain such existence, rights, frasehj privileges and qualification could reasondlglyexpected to have a Material Adverse
Effect.

(c) Obligations with Respect to Loan¥he Servicer will duly fulfill and comply with bbbligations on the part of the Borrower to be
fulfilled or complied with under or in connectiorittveach Loan and will do nothing to impair thehtig) of the Borrower, the Agent, as agent
for the Secured Parties, or the Trustee on belfiiifeoSecured Parties in, to and under the Co#ater

(d) Preservation of Security Interesthe Borrower or the Servicer on behalf of therBaver will execute and file (or cause the
execution and filing of) such financing and conétian statements and any other documents and takeather actions that may be required
by any law or regulation of any Governmental Auttyoio preserve and protect fully the interesttod Trustee on behalf of the Secured
Parties in, to and under the Collateral.

(e) RIC/BDC RequirementsThe initial Servicer shall at all times maintaimmpliance with the RIC/BDC Requirements.

(f) Change of Name or Location; Recordehe Servicer (i) shall not change its name, mbedocation of its principal executive office
or change its jurisdiction of incorporation, with@®0 days’ prior written notice to the BorroweretAgent and each Lender, and (ii) shall not
move, or consent to the Trustee moving the Loarnubmmnts without 30 days’ prior written notice to Berrower, the Agent and (iii) will
promptly take all actions required of each releyarisdiction in order to continue the first prigriperfected security interest of the Trustee on
behalf of the Secured Parties, in all Collateraliding delivery of an Opinion of Counsel.

(9) Credit and Collection PolicyThe initial Servicer will (i) comply in all matel respects with the Credit and Collection Polity
regard to each Loan and the Related Property iedimthe Collateral, including, without limitatipperforming the Loan grading and asset
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valuation functions specified in the Credit andI€ation Policy on a quarterly basis, and (ii) fstmto the Agent, prior to its effective date,
prompt notice of any change in the Credit and @titbe Policy. The initial Servicer will not agree atherwise permit (x) any change in the
Credit and Collection Policy that would materiadiyd adversely affect or impair the collectibilitifamy Loan, or (y) any change in the Credit
and Collection Policy that would be materially abeeto the Lenders or the Agent (as determineldaérdgent’s sole discretion) without the
prior written consent of the Lenders and the Agent.

(h) Termination EventsThe Servicer will furnish to the Agent, as sogrpassible and in any event within three Businesgsiafter an
officer of the Servicer becomes aware of the oenae of each Termination Event or Unmatured Tertitindvent, a written statement
setting forth the details of such event and thimadhat the Servicer proposes to take with restiegeto.

(i) Extension or Amendment of Loan§ he Servicer will not, except as otherwise peietiin_Section 7.4(a)extend, amend or
otherwise modify the terms of any Transferred Loan.

(j) Other. The Servicer will furnish to the Borrower, theekd and each Lender such other information, doctsmeords or reports
respecting the Loans or the condition or operatiinancial or otherwise of the Servicer as therBwer, the Agent and each Lender may
from time to time reasonably request in order mtgut the respective interests of the Borrower,Tthestee on behalf of the Secured Parties or
the other Secured Parties under or as contempigtédds Agreement.

(k) Agented Loans Except as provided in Section 7.4(#)e Servicer and the Originator covenant that 8tell not without the prior
written consent of the Agent and each Lender (ikena consent to any amendment or alteration ofdhmas of any Agented Loan or related
Loan Documents, including without limitation theyp@ents due thereunder, (ii) undertake to releasaithrorize or consent to the release of
any collateral or security for the Agented Loaiig, dccelerate or extend the maturity of any Agehtoan or (iv) waive any claim against the
Obligor or any applicable guarantor thereof, whbeeeffect of any of the foregoing would have aenat adverse effect on the Collateral,
Agent or any other Secured Party.

() [Reserved]

(m) Inspection of RecordsThe Servicer will, at any time and from time itoé during regular business hours, as requesteldeixgent
any Lender, the Trustee, the Backup Servicer oLamgler, permit the Agent, such Lender, the TrydteeBackup Servicer or their
respective agents or representatives, (i) to exauai make copies of and take abstracts from akfyaecords and documents (including
computer tapes and disks) relating to the Loansladelated Loan Documents and (ii) to visit tiffeces and properties of the Borrower, the
Originator or the Servicer, as applicable, for paepose of examining such materials describedansd (i), and to discuss matters relating to
the Loans or the Borrower’s, the Originator’'s a& Bervicer’s performance hereunder, under the Dmaruments and under the other
Transaction Documents to which such Person isty path such officers, directors, employees
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or independent public accountants of the Borrotter Originator or the Servicer, as applicable, aghtreasonably be determined to have
knowledge of such mattensrovidedthat at all times prior to the occurrence of a Tieation Event, the Agent and any requesting Lemdkr
give the Servicer at least two Business Days’ matitany examination or audit to be undertakenyantsto this Section 7.9(m)Such
examination or audit shall be reasonable in scopeshall be completed in a reasonable period df.tiime Borrower shall bear the cost of
such examination or audit; provided that priorte Termination Date, the Borrower shall not be neglito bear the cost of more than one
audit or examination in any 12-month period.

(n) Keeping of RecordsThe Servicer will maintain and implement admiraittve and operating procedures (including an tytit
recreate records evidencing Loans and the related Documents in the event of the destruction efdtiginals thereof), and keep and
maintain, all documents, books, computer tape&sdigecords and other information reasonably nacgss advisable for the collection of all
Loans (including records adequate to permit thiy dééntification of each new Loan and all Collects of and adjustments to each existing
Loan). The Borrower shall give the Agent, each lezrehd the Backup Servicer prompt notice of anyentchange in its administrative a
operating procedures referred to in the previonsesee.

(o) Compliance with LoansThe Servicer will (i) at its own expense, timalyd fully perform and comply with all material pisions,
covenants and other promises required to be oldywé under the Loans and the related Loan Docusyand (ii) timely and fully comply
in all material respects with the Credit and Cdltat Policy with respect to each Loan and the esldtoan Document.

(p) Consolidation or Merger of the Servicérhe initial Servicer shall not consolidate or geewith or into, or sell, lease or transfer all
or substantially all of its assets to, any othessBe, unless, in the case of any such action (iJernination Event or Material Adverse Effect
would occur or be reasonably likely to occur assult of such transaction, (ii) the Agent and dashder provides its prior written consent to
such transaction and (iii) such Person executeslalinkers to the Agent and each Lender an agreelyewhich such Person assumes the
obligations of the Servicer hereunder and undeother Transaction Documents to which it is a pastyconfirms that such obligations
remain enforceable against it, together with swatificates and opinions of counsel as the Agent rerasonably request.

(q) Compliance with Operating Agreement Accountiregordkeeping Requirement§he initial Servicer shall comply with, and not
take any action, or permit or acquiesce in anyadbieing taken which would have the effect, disedat indirectly, of causing any breach of,
the covenants of the initial Servicer set forthha Borrower’s operating agreement.

(r) Maintenance of Loan Register

(i) The Servicer shall maintain with respect tolehloteless Loan a register (each, a “ Loan Redisfarwhich it will record
(v) the amount of such Loan, (w) the amount of prigcipal or interest due and payable or to becdoeeand payable from the Obligor
thereunder, (x) the amount of any sum in respestioh Loan received from the Obligor, (y) the d#terigination of such Loan and
(z) the maturity date of such Loan.
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(i) At any time a Noteless Loan is included astdithe Collateral pursuant to this Agreement, Sleevicer shall deliver to the
Trustee a copy of the related Loan Register, tagetlith a certificate of a Responsible Officer lo¢ tServicer certifying to the accuracy
of such Loan Register as of the Funding Date off duo@an.

(s) IndebtednessUntil the date that is the earlier of (i) the 6@y following the Closing Date and (ii) the datewhich no Initial
Participations remain in the Collateral, the iniS&rvicer shall not create, incur or assume, dffteiClosing Date, any new Indebtedness in
excess of $2,500,000 outstanding at any time, éxXéggiabilities incident to the maintenance of #xistence in good standing and (B) any
obligations which are unsecured, except with resfpecash collateral, of the Servicer as a firsslprovider in connection with (x) its
warehouse facility, entered into as of Februar®006 with Bear Stearns & Co., as further describegtie engagement letter dated as of
February 7, 2006 between Bear Stearns & Co. andrightDebt Advisers, L.L.C., and (y) any other agements substantially similar to
those specified in clause (bove;providedthat the aggregate principal amount of all unsetotdigations incurred by the Servicer purst
to clause (B)above shall not exceed $15,000,000 at any onedirtstanding.

Section 7.10 The Trustee

(a) Appointment; Custodial DutiesThe Borrower and the Agent each hereby appoirss Bank to act as Trustee hereunder, for the
benefit of the Agent and the Secured Parties, agaged herein. U.S. Bank hereby accepts such appeimt and agrees to perform the duties
and responsibilities with respect thereto set faghein;providedthat notwithstanding anything herein to the conttae parties hereto
acknowledge and agree that U.S. Bank shall havauties or responsibilities hereunder with respeetrty non-USD Loan or the proceeds
thereof, any related Hedge Agreement or any otb&stadenominated in a currency other than Dolldre.Borrower acknowledges and agi
that the Trustee is agent solely for the Securetid3aand shall have no obligation to the Borrower.

The Trustee shall act as collateral agent for #muBd Parties and as custodian for, and takeedaih rcustody of the Loan Files
delivered by, the Borrower or on its behalf pursuarSection 5.3n accordance with the terms and conditions of Mgseement, all for the
benefit of the Secured Parties and subject to tte thereon in favor of the Secured Parties. Witrie Business Day of receipt of any such
Loan File, the Trustee shall deliver to the Agentiatodial receipt in form of Exhibithkreto. Within five Business Days of its receiptaafy
Loan File and the related Loan Checklist, the Trasthall review the related Loan Documents to yéhiét each Loan Document listed on the
Loan Checklist has been received, is executed @viygplicable) and has no missing or mutilated pagédsthat each Underlying Note with
respect to each Loan (other than a Noteless Lgaar) briginal note (except that with respect to RrgPositioned Loan (other than a Notel
Loan), the Trustee shall have received a faxed cdgach Underlying Note and within two Businesy®after the related Funding Date, the
Trustee shall have received an original of eachddgithg Note), and to confirm (in reliance on tledated Loan number and Obligor name as
listed on the Loan List) that such Loan is refeeghc
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on the related Loan List and shall, at the expiratif such period, deliver to the Agent a certiiima in the form of Exhibit khereto. Except
as described in the preceding sentence with resp&ttderlying Notes, the Trustee may fulfill itsligations hereunder by accepting and
reviewing copies of all Loan Documents in a Loale.Hin order to facilitate the foregoing review tine Trustee, in connection with each
delivery of Loan Files hereunder to the Trustee,Srvicer shall provide to the Trustee an eleatrfile in a mutually acceptable electronic
format that contains the related Loan List. Iftret conclusion of such review, the Trustee sha#meine that any such Loan Document is not
executed (where applicable), is missing pages snhnatilated pages, that any Underlying Note isamobriginal as required, that any Loan
Document listed on the Loan Checklist is missiragrfrthe Loan File or that any such Loan Documergived in the Loan File is not listed
the related Loan Checklist, the Trustee shall pthymmwtify the Borrower and the Agent of such detaration by providing an exception
report to such Persons setting forth, with paréiaty, such of the foregoing defects as may ekisaddition, unless instructed otherwise in
writing by the Borrower and the Agent within terydaf the Trustee’s delivery of such report, thastee shall return any Loan File not
referenced on such Loan List to the Borrower. Othan the foregoing, the Trustee shall not haverasgonsibility for reviewing any Loan
File.

In taking and retaining custody of the Loan Fitbhg Trustee shall be acting as the agent of thent*gyed the other Secured Parties;
provided thathe Trustee makes no representations as to thieesés perfection or priority of any Lien on thednoFiles or the instruments
therein;provided furtheithat the Trustee’s duties as agent shall be lintietiose expressly contemplated herein. All LodesFshall be kept
in fire-resistant vaults or cabinets at the loaadispecified on Scheduleattached hereto, or at such other office as skeadipecified to the
Agent and the Borrower by the Trustee in a writtetice delivered at least 45 days prior to suchngkaAll Loan Files shall be segregated
with an appropriate identifying label and maintaime such a manner so as to permit retrieval acdszc All Loan Files shall be clearly
segregated from any other documents or instrummeaistained by the Trustee. The Trustee shall gleéadicate that such Loan Files are the
sole property of Borrower, subject to the securitgrest of the Trustee on behalf of the Securatig®aln performing its duties, the Trustee
shall use the same degree of care and attentibre@ploys with respect to similar loan files tlitatolds as custodian for others. Except as
otherwise provided herein, the Trustee shall havpawer or authority to assign, hypothecate ormilse dispose of Loan Files.

(b) Concerning the Trustee

(i) Except for its willful misconduct, gross negdigce or bad faith, the Trustee may conclusively el and shall be fully protect
in acting upon any certificate, instrument, opinioatice, letter, telegram or other document deéideto it and that in good faith it
reasonably believes to be genuine and that hasdigeed by the proper party or parties. Excepttfowillful misconduct, gross
negligence or bad faith, the Trustee may rely assigkly on and shall be fully protected in actingpn the written instructions of any
designated officer of the Agent.

(i) The Trustee may consult counsel satisfactorif &and the advice or opinion of such counselldtafull and complete
authorization and protection in respect of anyaactaken, suffered or omitted by it hereunder indyfaith and in accordance with the
advice or opinion of such counsel.
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(iii) The Trustee shall not be liable for any erodjudgment, or for any act done or step takearnitted by it, in good faith, or for
any mistakes of fact or law, or for anything thtahay do or refrain from doing in connection hertemaéxcept in the case of its willful
misconduct, gross negligence or bad faith.

(iv) The Trustee makes no warranty or represematitd shall have no responsibility (except as esgbyeset forth in this
Agreement) as to the content, enforceability, catgriess, validity, sufficiency, value, genuinenessjership or transferability of the
Loans or the Loan Documents, and will not be remuto and will not make any representations akdovalidity, collectibility,
sufficiency or value of any of the Loans. The Tegsshall not be obligated to take any legal adiereunder that might in its judgment
involve any expense or liability unless it has b&enished with an indemnity reasonably satisfactorit.

(v) The Trustee shall have no duties or resporits@silexcept such duties and responsibilities aspecifically set forth in this
Agreement and no covenants or obligations shailinpdied in this Agreement against the Trustee.

(vi) The Trustee shall not be required to expendsbrits own funds in the performance of its dsithereunder.

(vii) It is expressly agreed and acknowledged thatTrustee is not guaranteeing performance o$suraing any liability for the
obligations of the other parties hereto or anyiesitb the Loans.

(vii) In case any reasonable question arises ds ttuties hereunder, the Trustee may requestittgins from the Agent, and
shall be entitled at all times to refrain from tatiany action unless it has received instructioos fthe Agent. Notwithstanding the
preceding sentence, and subject to Section 7.10&)Agent hereby instructs the Trustee, priohtddccurrence of the Termination
Date, to take any action in respect of the Loamtha Loan Documents solely in accordance withriresions of the Servicer unless and
until a Notice of Exclusive Control has been daladeand is in effect pursuant to the terms of tbecdint Control Agreement, and
thereafter to take any action in respect of thenlscand the Loan Documents solely in accordanceinstinuctions of the parties
specified in such Notice of Exclusive Control. Threistee shall in all events have no liability, reakcost for any action taken pursuant
to and in compliance with the instruction of theefstyor, prior to the occurrence of the Terminafiate, the Servicer.

(c) Release for Servicing=rom time to time and as appropriate for the m&ment or servicing of any of the Transferred ladhe
Trustee is hereby authorized, upon receipt fronSevicer on behalf of the Borrower, of a writtequest for release of Loan Files
substantially in the form annexed hereto as Exilzihd upon receipt from the Agent of its written camtsto such request and receipt, to
release to the Servicer the related Loan File set
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forth in such request and receipt to the Servigeyidedthat notwithstanding the foregoing or any othemjmion of this Agreement, upon its
receipt of written instructions from the Agent, fheustee shall cease releasing Loan Files to théc®e. All Loan Files so released to the
Servicer on behalf of the Borrower shall be heldh®y Servicer in trust for the benefit of the Boves, the Agent, the Trustee and the other
Secured Parties, with respect to their respectiterests, in accordance with the terms of this Agrent. The Servicer, on behalf of the
Borrower, shall return to the Trustee the Loan ileen the Services' need therefor in connection with such foreclosurgervicing no longe
exists, unless the Loan shall be liquidated, inclldase, upon receipt of an additional requesteliease of Loan Files and certification as to
such liquidation from the Servicer to the Trustebstantially in the form annexed hereto as Exhihithe Servicer’s request and receipt
submitted pursuant to the first sentence of thigi®e 7.10(c), such Loan File shall be released by the Trustdleda Servicer.
Notwithstanding anything in this Section 7.10(c}He contrary, in no event shall the Trustee releas/ Loan File or part thereof to 1
Servicer for any reason (other than in connectigh w/final payment or repurchase pursuant to 8ecti10(d)) without the Agent’s prior
written consent, not to be unreasonably withheld.

(d) Release for Paymentpon receipt by the Trustee (with a copy to tlgeiAt) of the Servicer’'s request for release of Lieides and
receipt in the form annexed hereto as Exhibit Li¢httertification shall include a statement to dffiiect that all amounts received in
connection with such payment or repurchase have teslited to the Collection Account as providethiis Agreement), the Trustee shall
promptly release the related Loan File to the Seryion behalf of the Borrower.

(e) Trustee Compensatio®s compensation for its activities hereunder, Thestee shall be entitled to a Trustee Fee anduapgid
Trustee Expenses to the extent of funds availdigleefor pursuant to the provision of Sections J(&fév) and 2.8(b)(iv). The Trustee’s
entitlement to receive the Trustee Fee (other themand unpaid Trustee Fees owed through suchstett)cease on the earlier to occur of:
(i) its removal as Trustee or (ii) the terminatfrthis Agreement.

(f) Replacement of the Trusted@he Trustee may be replaced by the Borrower thighprior consent of the Agemirovidedthat no such
replacement shall be effective until a replacemenstee has been appointed, has agreed to actisied& hereunder and has received all Loan
Files held by the previous Trustee.

(9) Release of Loan Documents Following a Lien ReteDividend or Discretionary Sal&o the extent that portions of Transferred
Loans are transferred pursuant to a Lien Releagiedid or Discretionary Sale under Section 208.19, respectively, the Trustee may, but
only with the Agent prior written consent, and upon terms and cambtisatisfactory to the Agent, including withoumtiliation the executio
by the servicer of such Transferred Loans of athsdocuments as the Agent may require, releaserii@al Loan Documents (excluding the
related original Underlying Note(s) (if any) evidémg the portions of any Transferred Loans remairia part of the Collateral) to the serv
of such sold Transferred Loans for the purposeshfidrcing or servicing such Loans.
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(h) The Agent and the Lenders hereby appoint UgBkBin its capacity as Trustee hereunder, as #geint for the purposes of
perfection of a security interest in the Loans..UB&nk, in its capacity as Trustee hereunder, lyesebepts such appointment and agrees to
perform the express duties set forth in this Secfid 0and subject to the provisions hereof.

(i) The Trustee shall provide to the Servicer drelBackup Servicer (if the Backup Servicer is hetTrustee) a copy of all written
notices and communications identified as being &eittin connection with the Loans and the otheli&eral held hereunder which it recei
from the related Obligor, participating bank anddgent bank. In no instance shall the Trustee bemany duty or obligation to take any
action on behalf of the Servicer or the Borrowereaspect of the exercise of any voting or consighits, or similar actions, unless it receives
specific and timely written instructions from thgént, in which event the Trustee shall vote, coneetake such other action in accordance
with such instructions. The Agent hereby instrub&s Trustee to take any such action solely in atamee with the written instructions of the
Servicer unless and until a Notice of Exclusive arhas been delivered to the Trustee and isfacepursuant to the terms of the Account
Control Agreement, and thereafter to take any sution solely in accordance with the written instions of the parties specified in such
Notice of Exclusive Contro

()(i)) Each of the Agent and each other SecuredyRarther authorizes the Trustee to take sucltoaas agent on its behalf and to
exercise such powers under this Agreement andttie @ransaction Documents as are expressly del@gathe Trustee by the terms hereof
and thereof, together with such powers as are naddp incidental thereto. In furtherance, and withiamiting the generality of the foregoin
each Secured Party hereby appoints the Trustes agdnt to execute and deliver all further insenta and documents, and take all further
action that the Agent deems necessary or desimableler to perfect, protect or more fully evidetie security interests granted by the
Borrower hereunder, or to enable any of them taase or enforce any of their respective righteheder, including, without limitation, the
execution by the Trustee as secured party/assifr&ech financing or continuation statements, oeatiments thereto or assignments thei
relative to all or any of the Loans now existinghereafter arising, and such other instrumenttces, as may be necessary or appropriate
for the purposes stated hereinabove. Nothing smxSleiction 7.10(j$hall be deemed to relieve the Borrower of itsgdiibn to protect the
interest of the Trustee (for the benefit of theuBed Parties) in the Collateral, including to filgancing and continuation statements in res
of the Collateral in accordance with this Agreement

(i) The Agent may direct the Trustee to take amgtsincidental action hereunder. With respect beepactions which are
incidental to the actions specifically delegatethi® Trustee hereunder, the Trustee shall notdpgresl to take any such incidental
action hereunder, but shall be required to acb eefrain from acting (and shall be fully protectadacting or refraining from acting)
upon the direction of the Agenirovidedthat the Trustee shall not be required to takeaantipn hereunder at the request of the Agent,
any Secured Parties or otherwise if the takingushsaction, in the reasonable determination offthustee, (x) shall be in violation of
any Applicable Law or contrary to any provisionglus Agreement or (y) shall expose the Trustdatility hereunder or otherwise
(unless it has received indemnity which it reasndbems to be satisfactory with respect therétodhe event the Trustee requests the
consent of the
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Agent and the Trustee does not receive a consémei(@ositive or negative) from the Agent with BOsiness Days of its receipt of st
request, then the Agent shall be deemed to hamdédo consent to the relevant action.

(iii) Except as expressly provided herein, the Te#asshall not be under any duty or obligation t@tany affirmative action to
exercise or enforce any power, right or remedylakibé to it under this Agreement or any of the L&otuments (i) unless and until
(and to the extent) expressly so directed by thenAgr (ii) prior to the occurrence of the TermioatDate pursuant to clause (bj the
definition of “Termination Date”dnd upon such occurrence, the Trustee shall atdardance with the written instructions of the A
pursuant to clause (j) The Trustee shall not be liable for any actiaken, suffered or omitted by it in accordance whih request or
direction of any Secured Party, to the extent thigt Agreement provides such Secured Party the rigbo direct the Trustee or the
Agent. The Trustee shall not be deemed to haveaoti knowledge of any matter hereunder, includifigermination Event, unless a
Responsible Officer of the Trustee has actual kedgé of such matter or written notice thereof ceneed by the Trustee.

(k) Any Person (i) into which the Trustee may bageel or consolidated, (ii) that may result from amgrger or consolidation to which
the Trustee shall be a party or (iii) that may sectto the properties and assets of the Trustestaguilally as a whole, which Person in any of
the foregoing cases executes an agreement of agsuartgpperform every obligation of the Trusteeéherder, shall be the successor to the
Trustee under this Agreement without further acmf of the parties to this Agreement.

(I) The parties hereunder further acknowledge ardathat U.S. Bank also serves in the capacitystodian for Kohlberg Capital and
all assets belonging to Kohlberg Capital are helthe custody of U.S. Bank subject to agreememetigeto the extent they are required to be
held in custody pursuant to the 1940 Act. Nothimghis Agreement shall be interpreted to jeopardiablberg Capital’'s compliance with
Applicable Law and requirements to maintain asats such custodian.

Section 7.11 Representations and Warranties of thErustee.
The Trustee represents and warrants as follows:

(a) Organization and Good Standinigis a national banking association duly orgedizvalidly existing and in good standing under the
laws of the United States with all requisite powed authority to own its properties and to condhisdbusiness as presently conducted and to
enter into and perform its obligations pursuarthie Agreement.

(b) Due Qualification It is duly qualified to do business as a natidreatking association and is in good standing, héaimed all
necessary licenses and approvals in all jurisdistia which the ownership or lease of its propertthe conduct of its business requires such
qualification, licenses or approval except wheeeftilure to so qualify or have such licenses @rapals has not had, and would not be
reasonably expected to have, a Material AdversecEff
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(c) Power and Authority It has the power and authority to execute aniyeiethis Agreement and each other Transaction B to
which it is a party and to carry out their respeetierms. It has duly authorized the executionydg}l and performance of this Agreement and
each other Transaction Document to which it israypday all requisite action.

(d) No Violation. The consummation of the transactions contemplayednd the fulfillment of the terms of, this Agraent and each
other Transaction Document to which it is a pastyttwill not (i) conflict with, result in any bredn of any of the terms or provisions of, or
constitute a default under, its articles of assa@miaor any Contractual Obligation to which itagarty or by which it or any of its property is
bound, (ii) result in the creation or impositionafy Lien upon any of its properties pursuant totdrms of any Contractual Obligation, or
(iii) violate any Applicable Law.

(e) No_ConsentsNo consent, approval, authorization, order, tegfi®n, filing, qualification, license or permitdllectively, the “
Consents) of or with any Governmental Authority having jsdiction over it or any of its respective propestis required to be obtained in
order for it to enter into this Agreement or penfaits obligations hereunder.

(f) Binding Obligation. This Agreement constitutes its legal, valid aimtlimg obligation, enforceable in accordance wishtérms,
except as such enforceability may be limited byfiplicable Insolvency Laws and (ii) general phibes of equity (whether considered in a
suit at law or in equity).

(9) No ProceedingsThere are no proceedings or investigations penaiinto the best of its knowledge, threatenedinsgé before any
Governmental Authority (i) asserting the invaliddf/this Agreement, (ii) seeking to prevent thesionmation of any of the transactions
contemplated by this Agreement or (iii) seeking determination or ruling that might (in its reasblggjudgment) have a Material Adverse
Effect.

(h) NonAffiliation . The Trustee is not affiliated, as that term iirdel in Rule 405 under the Securities Act, with Borrower or the
Servicer or with any Person involved in the orgatian or operation of the Borrower and does notigi@ credit or credit enhancement to the
Borrower.

Section 7.12 Covenants of the Trustee
The Trustee hereby covenants that:
(a) Compliance with Law The Trustee will comply in all material respewsith all Applicable Laws.

(b) Preservation of Existencdhe Trustee will preserve and maintain its exiseg rights, franchises and privileges as a naltioswaking
association in good standing under the laws ofthited States.

(c) No Bankruptcy PetitionWith respect to each Conduit Lender and eachidityuBank, prior to the date that is one year and day
(or such longer preference period as shall thein k&ect) after the payment in full of all amoumtsing in respect of all outstanding
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Commercial Paper Notes issued by such Conduit Lreamay with respect to the Borrower, prior to tlaéedthat is one year and one day (or
such longer preference period as shall then b#éutgafter the Collection Date, it will not in&ite against the Borrower, such Conduit
Lender or such Liquidity Bank, or join any other&m in instituting against the Borrower, such Qahtdender or such Liquidity Bank, any
Insolvency Proceedings or other similar proceedimyder the laws of the United States or any sthtieeoUnited States. This Section 7.12(c)
will survive the termination of this Agreement.

(d) Loan Files The Trustee will not dispose of any documentsstituting the Loan Files in any manner that is imgistent with the
performance of its obligations as the Trustee @nsto this Agreement and will not dispose of alah except as contemplated by this
Agreement.

(e) Location of Loan FilesThe Loan Files shall remain at all times in tlsgession of the Trustee at the address set forftnoex A
hereto unless notice of a different address isrgineaccordance with the terms hereof.

(f) No Changes in Trustee Fe&he Trustee will not make any changes to thet€riBee set forth in the Backup Servicer and Teuste
Fee Letter without the prior written approval o thgent.

Section 7.13 The Backup Servicer

(a) Appointment The Borrower and the Agent hereby appoint LyamaRcial Services, Inc. (“USBPSt) act as Backup Servicer for
benefit of the Borrower, the Agent and the othesuBed Parties in accordance with the terms ofAlgieement. USBPS hereby accepts such
appointment and agrees to perform the duties aspgbresibilities with respect thereto set forth herei

(b) Duties. On or before the initial Funding Date, and ustith time (if applicable) as it shall become thecgssor Servicer, the
Backup Servicer shall perform, on behalf of therBater and the Agent and the other Secured Pattiespllowing duties and obligations:

(i) On or before the Closing Date, the Backup Smnvshall accept from the Servicer delivery ofitifermation required to be set
forth in the Monthly Reports in hard copy and inaayieed upon electronic format.

(if) Not later than 1:00 p.m. (New York City timeh the third Business Day prior to each ReportigeDthe Servicer shall
provide to the Backup Servicer and the Backup $ensghall accept delivery of tape in an agreed gbectronic format (the “ Taph
from the Servicer, which shall include but not imeited to the following information: (x) for eachransferred Loan, the name and
number of the related Obligor, the collection stathe Loan status, the date of each Scheduledétdythe Outstanding Loan Balance
and the Purchased Loan Balance, (y) the AggregatshBsed Loan Balance, and (z) the Aggregate Quilistg Loan Balance.

(iii) Prior to the related Payment Date, the BacBgpvicer shall review the Monthly Report to endiat it is complete on its face
and that the following items in
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such Monthly Report have been accurately calculategbplicable, and reported: (A) the Availabili{B) the Aggregate Purchased Li
Balance, (C) the Aggregate Outstanding Loan BalafiXethe Backup Servicer Fee, (E) the Defaultednisy (F) the Portfolio Yield,
(G) the Rolling Three-Month Default Ratio, (H) tRetimated Payment Amount and (1) the Reserve AdcBequired Amount. The
Backup Servicer shall notify the Agent, the Borrowed the Servicer of any disagreements with thetilg Report based on such
review not later than the Business Day precedimnty fayment Date to such Persons.

(iv) If the Borrower or the Servicer disagrees whhb report provided under Section 7.13(b)6)the Backup Servicer or if the
Borrower or the Servicer or any subservicer hag@winciled such discrepancy, the Backup Servigexes to confer with the Borrower
or the Servicer to resolve such disagreement gmior to the next succeeding Determination Date stradl settle such discrepancy with
the Borrower or the Servicer if possible, and ydtife Agent of the resolution thereof. The Borrowethe Servicer hereby agree to
cooperate at their own expense, with the Backupgi&sarin reconciling any discrepancies herein. ithim 20 days after the delivery of
the report provided under Section 7.13(b)6i)the Backup Servicer, such discrepancy is natlved, the Backup Servicer shall
promptly notify the Borrower and the Agent of thantinued existence of such discrepancy. Followetgipt of such notice by the
Agent, the Servicer shall deliver to the Borrovibe Agent, the Secured Parties and the Backup &&mo later than the related
Payment Date a certificate describing the natudeaamount of such discrepancies and the actionSénécer proposes to take with
respect thereto.

With respect to the duties described in this Sacfid 3(b), in the absence of bad faith or gross negligetheeBackup Servicer, in the

performance of its duties and obligations hereunderntitled to rely conclusively, and shall b#yfyrotected in so relying, on the contents
each Tape, including, but not limited to, the coatghess and accuracy thereof, provided by the &rvihe parties acknowledge that the
Backup Servicer's ability to perform hereunderubjsct to its timely receipt of the Tape and MontReport, if applicable.

(c) Transition to Servicer RoleAfter the receipt by the Servicer of an effect8&rvicer Termination Notice, all authority, poweghts

and responsibilities of the Servicer, under thisefgnent, whether with respect to the Loans or otiser shall pass to and be vested in the
Backup Servicer, subject to and in accordance thghprovisions of Section 7.2@&s long as the Backup Servicer is not prohildtiyed
Applicable Law from fulfilling the same, as evidecby an Opinion of Counsel, or is unwilling to @ptsuch appointment.

(d) Merger or ConsolidationAny Person (i) into which the Backup Servicer nh@ymerged or consolidated, (i) that may resoltrfr

any merger or consolidation to which the BackupsBer shall be a party, or (iii) that may succeedhe properties and assets of the Backup
Servicer substantially as a whole, which Persamiy of the foregoing cases executes an agreemeagsamption to perform every obligation
of the Backup Servicer hereunder, shall be theessmr to the Backup Servicer under this Agreeméhowt further act on the part of any of
the parties to this Agreement.
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(e) Backup Servicing CompensatioAs compensation for its backup servicing actgthereunder, the Backup Servicer shall be en
to receive the Backup Servicer Fee and any unpatkip Servicer Expenses to the extent of funddablaitherefor pursuant to the provis
of Sections 2.8(a)(1)(iiiand_2.8(b)(iii). The Backup Servicer’s entitlement to receiveBaekup Servicer Fee (other than due and unpaid
Backup Servicer Fees owed through such date) sbadle on the earliest to occur of: (i) it beconthmgSuccessor Servicer, (ii) its removal as
Backup Servicer, or (iii) the Termination of thig#eement.

(f) Backup Servicer RemovalThe Backup Servicer may be removed with or withcawse by the Agent, or by the Borrower with the
prior written approval of the Agent, by notice giv@ writing to the Backup Servicer. In the evehany such removal, a replacement Backup
Servicer may be appointed by (i) the Borrower,ragtvith the written consent of the Agent or (iinid such replacement is appointed within
30 days following such removal, by the Agent.

(9) Scope of Backup Servicing DutieShe Backup Servicer undertakes to perform onthsiuties and obligations as are specifically
set forth in this Agreement, it being expressly enstbod by all parties hereto that there are ndigupluties or obligations of the Backup
Servicer hereunder. Without limiting the generatifythe foregoing, the Backup Servicer, exceptaseassly set forth herein, shall have no
obligation to supervise, verify, monitor or admteisthe performance of the Servicer or the Trustée.Backup Servicer may act through its
agents, attorneys and custodians in performingoéitg duties and obligations under this Agreemgiging understood by the parties hereto
that the Backup Servicer will be responsible foy arisconduct or negligence on the part of such @geattorneys or custodians acting on the
routine and ordinary day-to-day operations for andehalf of the Backup Servicer. Neither the BacBervicer nor any of its officers,
directors, employees or agents shall be liablectly or indirectly, for any damages or expensésray out of the services performed under
this Agreement other than damages or expensesethdt from the gross negligence or bad faith of ithem or the failure to perform
materially in accordance with this Agreement.

(h) Limitation on Liability. Except for its willful misconduct, gross negligenor bad faith, the Backup Servicer shall notiiglé for
any obligation of the Servicer contained in thiségment or for any errors of the Servicer containeahy computer tape, certificate or other
data or document delivered to the Backup Servieegunder or on which the Backup Servicer mustiretyrder to perform its obligations
hereunder, and the Borrower, the Agent, the TrusteeBackup Servicer and the other Secured Paiels agree to look only to the Servicer
to perform such obligations. Except for its willflmisconduct, gross negligence or bad faith, thekBa&ervicer shall have no responsibility
and shall not be in default hereunder or incurlatbylity for any failure, error, malfunction or srdelay in carrying out any of their respective
duties under this Agreement if such failure or geksults from the Backup Servicer acting in acaam# with information prepared or
supplied by a Person other than the Backup Serwvictire failure of any such other Person to prepapgrovide such information. Except for
its gross negligence or bad faith, the Backup $ensghall have no responsibility, shall not beéfadlt and shall incur no liability for (i) any
act or failure to act of any third party, includitige Servicer or the Borrower (ii) any inaccuracymission in a notice or communication
received by the Backup Servicer from any third y4iti) the invalidity or unenforceability of anlyoan or Loan Document under Applicable
Law, (iv) the breach or
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inaccuracy of any representation or warranty maitle igspect to any Loan, or (v) the acts or omissiof any successor Backup Servicer. No
provision of this Agreement shall require the Bazl8ervicer to expend or risk its own funds or othiee incur any financial liability in the
performance of any of its duties hereunder or énekercise of any of its rights and powers, ififsrsole judgment, it shall believe that
repayment of such funds or adequate indemnity agairch risk or liability is not assured to it.the absence of bad faith, gross negligence or
willful misfeasance on the part of the Backup Seawj the Backup Servicer may conclusively relytaathe truth of the statements and
correctness of the opinions expressed therein apgmequest, instructions, certificate, opiniorotiter document furnished to the Backup
Servicer, reasonably believed by it to be genuimkta have been signed or presented by the prawer @r parties and conforming to the
requirements of this Agreement.

(i) Possible Dual CapacityThe parties expressly acknowledge and consdutSoBank acting in the possible dual capacity atlip
Servicer or Successor Servicer and in the capatityustee. U.S. Bank may, in such dual capacigschrge its separate functions fully,
without hindrance or regard to conflict of interpsinciples, duty of loyalty principles or otherdaich of fiduciary duties to the extent that any
such conflict or breach arises from the performance).S. Bank of express duties set forth in thige®ement in any of such capacities, all of
which defenses, claims or assertions are herelnessiy waived by the other parties hereto excefitércase of negligence, acts of bad faith
and willful misconduct by U.S. Bank.

(j) Subservicers The Backup Servicer may, with the prior writtemsent of the Agent, subservice any and all adut$es and
responsibilities hereunder, including but not lieditto its duties as Successor Servicer hereundeafdsthe Backup Servicer become the
Successor Servicer pursuant to Section 7R6étwithstanding any subservicing agreement oeiottelegation of duties to a subservicer, so
long as this Agreement shall remain effective,Baekup Servicer (solely in its capacity as SucceSsovicer, if applicable) shall remain
obligated and primarily liable to the Trustee amel dther Secured Parties, for the servicing andradtering of the Loans in accordance with
the provisions of this Agreement, and, to the exég@plicable, the Credit and Collection Policy,witit diminution of such obligation or
liability by virtue of such subservicing agreemenbther arrangements with third parties pursuahis clause (j)or by virtue of
indemnification from any subservicer and to the saxtent and under the same terms and conditioifishessBackup Servicer alone were, as
applicable, servicing and administering the Loans.

Section 7.14 Representations and Warranties of tHgackup Servicer.
The Backup Servicer hereby represents and waraarftlows:

(a) Organization and Good Standinigis a corporation duly organized, validly ekistand in good standing under the laws of theeStat
of Minnesota with all requisite power and authotdyown its properties and to conduct its busirssspresently conducted and to enter into
and perform its obligations pursuant to this Agream

(b) Due Qualification The Backup Servicer is duly qualified to do besis as a Minnesota corporation and is in good stgnand has
obtained all necessary licenses and approvald jaresdictions in which the ownership or leaseatefproperty and the conduct of
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its business requires such qualification, licermespprovals except where the failure to so qualiflave such licenses or approvals has not
had, and would not be reasonably expected to lzaMmterial Adverse Effect.

(c) Power and Authority It has the power and authority to execute aniveiethis Agreement and to carry out its terméas duly
authorized the execution, delivery and performasfdais Agreement by all requisite action.

(d) No Violation. The consummation of the transactions contemplagednd the fulfillment of the terms of, this Agraent by it will
not (i) conflict with, result in any breach of aaf/the terms or provisions of, or constitute a d&fander, its articles of association or any
Contractual Obligation by which it or any of itsoperty is bound, (ii) result in the creation or imsfgion of any Lien upon any of its propert
pursuant to the terms of any Contractual Obligafather than the Agreement), or (iii) violate angphicable Law.

(e) No ConsentsNo Consents of or with any Governmental Authohiéving jurisdiction over it or any of its respeetiproperties is
required to be obtained in order for it to entdo ithis Agreement or perform its obligations heidem

(f) Binding Obligation. This Agreement constitutes its legal, valid aimdlimg obligation, enforceable in accordance wishtérms,
except as such enforceability may be limited byfiplicable Insolvency Laws and (ii) general phibes of equity (whether considered in a
suit at law or in equity).

(9) No ProceedingsThere are no proceedings or investigations penalinto the best of its knowledge, threatenedirasgé before any
Governmental Authority (i) asserting the invaliddf/this Agreement, (ii) seeking to prevent thesuonmation of any of the transactions
contemplated by this Agreement or (iii) seeking dayermination or ruling that might (in its reasblegjudgment) have a Material Adverse
Effect.

Section 7.15 Covenants of the Backup Servicer

The Backup Servicer hereby covenants that:
(a) Compliance with Law The Backup Servicer will comply in all materiakpects with all Applicable Laws.

(b) Preservation of Existencdhe Backup Servicer will preserve and maintareitistence, rights, franchises and privileges as a
corporation in good standing under the laws ofState of Minnesota.

(c) No Bankruptcy PetitionWith respect to each Conduit Lender and eachiditguBank, prior to the date that is one year and day
(or such longer preference period as shall thein leéfect) after the payment in full of all amoutsing in respect of all outstanding
Commercial Paper Notes issued by such Conduit Lreana with respect to the Borrower, prior to théedhat is one year and one day (or
such longer preference period as shall then b&entgafter the Collection Date, the Backup Sesviwill not institute against the Borrower,
such Conduit Lender or such Liquidity Bank, or jaimy other Person in instituting against the
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Borrower, such Conduit Lender or such Liquidity Raany bankruptcy, reorganization, arrangemenglirgficy or liquidation proceedings or
other similar proceedings under the laws of thetdthStates or any state of the United States. Sddésion 7.15(cvill survive the terminatiol
of this Agreement.

(d) No Changes in Backup Servicer Fdée Backup Servicer will not make any changeBaokup Servicer Fee set forth in the Backup
Servicer and Trustee Fee Letter without the priotten approval of the Agent.

Section 7.16 Payment of Certain Expenses by the S&er and the Borrower .

(a) The Servicer will be required to pay all fead @xpenses incurred by it in connection with thegactions and activities
contemplated by this Agreement (subject, as apgksdo the conditions set forth in Section Y,.Bcluding fees and disbursements of legal
counsel and Independent accountants, Taxes immostte Servicer, expenses incurred in connectioin payments and reports pursuant to
this Agreement, and all other fees and expensesxpoessly stated under this Agreement for the aticof the Borrower. In consideration |
the payment by the Borrower of the Servicing Fee,Servicer will be required to pay all reasondéés and expenses owing to any bank or
trust company in connection with the maintenanceefCollection Accounts and the Reserve Accoudttha Backup Servicer Fee and
Trustee Fee pursuant to the Backup Servicer anstelFee Letter. The Servicer shall be requirgahyosuch expenses for its own account
and shall not be entitled to any payment therefoeiothan the Servicing Fee.

(b) The Borrower will be required to pay all feeglaxpenses incurred by the Agent, the LendersThgtee and the Backup Service
connection with the transactions and activitiestemplated by this Agreement, including reasonadds fand disbursements of legal counsel
and Independent accountants.

Section 7.17 Reports

(a) Monthly Report. With respect to each DetermoraDate and the related Collection Period, theviBer will provide to the Borrowe
the Backup Servicer, the Trustee, the Agent ant kander, on the related Reporting Date, a morgtdiement (a * Monthly Repott,
signed by a Responsible Officer of the Servicer sutustantially in the form of Exhibit EExcept as otherwise set forth herein, the Backup
Servicer shall have no obligation to review anyinfation in the Monthly Report.

(b) Servicetrs Certificate. Together with each Monthly Report, the Servidellssubmit to the Borrower, the Backup Servicke, t
Trustee, the Agent and each Lender a certificatetantially in the form of Exhibit Ka “ Servicets Certificate’), signed by a Responsible
Officer of the Servicer, which shall include a daration by such Responsible Officer that no Teration Event or Unmatured Termination
Event has occurred and is continuing (or if a Teation Event or Unmatured Termination Event hasired and is continuing, specifying
each such event, the nature and status theredharsleps necessary to remedy such event). Exsepharwise set forth herein, the Backup
Servicer shall have no duty to review any informatset forth in the Servicer’s Certificate.
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(c) Financial Statements

(i) The initial Servicer will submit to the Borrowehe Backup Servicer, the Trustee, the Agenteawh Lender, (A) within 45
days following the end of each of the initial Searis fiscal quarters (other than the final fisgahrter), commencing for the fiscal
quarter ending on March 31, 2007, unaudited codat®d financial statements of the Servicer (inclgdin analysis of delinquencies
and losses for each fiscal quarter) as of the éeach such fiscal quarter, and (B) within 90 dimf®wing the end of the initial
Servicers fiscal year, commencing with the fiscal year agdin December 31, 2007, annual audited consotidatancial statements
of the end of such fiscal year. Except as others&tdorth herein, neither the Trustee nor the BpcEervicer shall have any duty to
review any of the financial information set forthdguch financial statements.

(i) The Borrower will submit to the Servicer, tBackup Servicer, the Trustee, the Agent and eacdldér (A) within 45 days
following the end of each of the Borrower's fisqalarters (other than the final fiscal quarter), owencing for the fiscal quarter ending
on March 31, 2007, unaudited financial statemehte@Borrower as of the end of each such fiscalregu, and (B) within 90 days
following the end of the Borrower’s fiscal yearnemencing with the fiscal year ending on December2807, annual unaudited
financial statements of the Borrower as of the @nslich fiscal year. Except as otherwise set fbettein, neither the Trustee nor the
Backup Servicer shall have any duty to review anghe financial information set forth in such fir@al statements.

Section 7.18 Annual Statement as to Compliance

The Servicer will provide to the Borrower, the Tiees the Backup Servicer, the Agent and each Lenikin 90 days following the er
of each fiscal year of the Servicer, commencindnhe fiscal year ending on December 31, 2007 nana@ report signed by a Responsible
Officer of the Servicer certifying that (a) a rewief the activities of the Servicer, and the Ses¥e performance pursuant to this Agreement,
for the period ending on the last day of such figear has been made under such Responsible Céfmapervision and (b) the Servicer has
performed or has caused to be performed in all ahtespects all of its obligations under this Agment throughout such year and no
Servicer Termination Event has occurred and isicointg (or if a Servicer Termination Event has sowred and is continuing, specifying
each such event, the nature and status theredharsleps necessary to remedy such event.

Section 7.19 Annual Independent Public Accountah$ Servicing Reports.

At its own expense, the Servicer will cause a fiinmationally recognized Independent public accant# acceptable to the Agent in its
reasonable discretion (who may also render otheices to the Servicer) to furnish to the Borrowthe Agent and each Lender (with a copy
to the Backup Servicer and the Trustee), within d2@s following December 31 of each year, (i) aorepelating to such fiscal year to the
effect that (A) such firm has reviewed certain doents and records relating to the servicing oflLibens, and (B) based on such
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examination, such firm is of the opinion that therithly Reports for such year were prepared in c@npé with this Agreement, except for
such exceptions as it believes to be immaterialsarcth other exceptions as will be set forth in diroh’' s report and (i) a report covering s!
fiscal year to the effect that such accountanteleplied certain agreed-upon procedures (whicbegohares shall not be amended from those
procedures in effect as of the Closing Date withibatprior approval of the Borrower and Agent) ¢stain documents and records relating to
the servicing of Loans under this Agreement, comgaine information contained in the Monthly Repautsl the Servicer’s Certificates
delivered during the period covered by such rewtt such documents and records and that no maiéeng to the attention of such
accountants that caused them to believe that sreitsig was not conducted in compliance with thiicle VII of this Agreement, except 1
such exceptions as such accountants shall bebelve immaterial and such other exceptions as beadkt forth in such statement.

Section 7.20 Limitation on Liability of the Serviceé and Others .

Except as provided herein, neither the Servicerangrof the directors or officers or employeesgerds of the Servicer shall be under
any liability to the Borrower, the Agent, the SemtiiParties or any other Person for any action takdaor refraining from the taking of any
action expressly provided for in this Agreemagargvidedthat this provision shall not protect the Servioeany such Person against any
liability that would otherwise be imposed by reasbits willful misfeasance, bad faith or gross lgence in the performance of duties or by
reason of its failure to perform materially in acdance with this Agreement.

The Servicer shall not be under any obligationppear in, prosecute or defend any legal actionishadt incidental to its duties to
service the Loans in accordance with this Agreertettin its reasonable opinion may involve it ityaxpense or liability. The Servicer m
in its sole discretion, undertake any legal actilating to the servicing, collection or adminitima of Loans and the Related Property that it
may reasonably deem necessary or appropriateddrehefit of the Borrower and the Secured Parti#s igspect to this Agreement and the
rights and duties of the parties hereto and theeesse interests of the Borrower and the Secuertid3 hereunder.

Section 7.21 The Servicer, the Backup Servicer anile Trustee Not to Resign

None of the Servicer, the Backup Servicer or thestiee shall resign from the obligations and dutergby imposed on such Person
except upon such Person’s determination that €iptrformance of its duties hereunder is or becampsrmissible under Applicable Law
and (ii) there is no reasonable action that suehdPecould take to make the performance of itsedutiereunder permissible under Applicable
Law. Any such determination permitting the resigoabf the Servicer, the Backup Servicer or thestea shall be evidenced as to clause (i)
above by an Opinion of Counsel to such effectvéedid to the Borrower, the Agent and each Lendersixh resignation shall become
effective until a successor shall have assumedettonsibilities and obligations of such Persoadcording with the terms of this Agreem:
Notwithstanding anything in this Agreement to tloatrary, no successor Trustee may be appointedsislech successor Trustee meet:
requirements of Section 26(a)(1) of the 1940 Act provides a representation to this effect, reasigreatisfactory to the Borrower and the
Servicer.
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Section 7.22 Access to Certain Documentation andflirmation Regarding the Loans.

The Borrower, the Servicer or the Trustee, as apble, shall provide to the Agent and each Lendeess to the Loan Documents and
all other documentation regarding the Loans induae part of the Collateral and the Related Prgpersuch cases where the Agent or such
Lender is required in connection with the enforcetd the rights or interests of the Lenders, oapplicable statutes or regulations, to
review such documentation, such access being &ffiondthout charge (in respect of the Borrower eritiitial Servicer) but only (i) upon two
Business Days’ prior written request, (i) duringrmal business hours and (iii) subject to the $ens and the Trustee’s normal security and
confidentiality procedures. From and after the @ig®ate and periodically thereafter at the disoreof the Agent and each Lender, the
Agent, each Lender or their respective agents magw the Borrower’s and the Servicecollection and administration of the Loans inew
to assess compliance by the Servicer with the &ergiwritten policies and procedures, as well @k this Agreement and may conduct an
audit of the Loans, Loan Documents and Recordsmjunction with such a review. Such review shalré@sonable in scope and shall be
completed in a reasonable period of time. The Beercshall bear the cost of such audityvidedthat prior to the date on which a
Termination Event shall have occurred and be cairtg) the Borrower shall not be required to beardbst of more than one audit in any 12-
month period.

Section 7.23 [Reserved]
Section 7.24 ldentification of Records

The Servicer shall clearly and unambiguously idgmach Loan that is part of the Collateral andRieéated Property in its computer or
other records to reflect that the interest in slucéns and Related Property have been transferradd@re owned by the Borrower and that
the Trustee on behalf of the Secured Parties leaimtérest therein Granted by Borrower pursuatiivoAgreement.

Section 7.25 Servicer Termination Events
If any one of the following events (a “ Serviceniénation Event) shall occur and be continuing on any date:

(a) any failure by the Servicer to make any paymeansfer or deposit or to give instructions oficeto the Borrower, the Agent or a
Lender as required by this Agreement on or befoeedite such payment, transfer, deposit, instmictionotice is required to be made or
given, as the case may be, under the terms oAtiieement and such failure is not cured or waivétinthree Business Days following the
occurrence thereof;

(b) any failure on the part of the Servicer dulytiserve or perform in any material respect angrotlovenants or agreements of the
Servicer set forth in this Agreement or any othemBaction Document to which it is a party as Semihat continues unremedied (if
susceptible to remedy) for a period of 30 days dlfte first to occur of (i) the date on which weittnotice of such failure requiring the sam
be remedied shall have been given to the ServicéndAgent, any Lender or the Borrower and (i@ thate on which the Servicer becomes
aware thereof;
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(c) an Insolvency Event shall occur with respedhm Servicer;
(d) the Servicer shall fail in any material respecservice the Transferred Loans in accordande thié Credit and Collection Policy;

(e) the Servicer agrees to or otherwise permitsammgndment, modification, change, supplement aissi®n of or to the Credit and
Collection Policy, in whole or in part, that coultasonably be expected to have a material advéfes# epon the Loans or to be materially
adverse to the interests of the Lender withouptlia written consent of the Agent and each Lender;

(f) any Change in Control of the Servicer is madileut the prior written consent of the Agent;

(9) as of any date after the date of the Initiahding, the Servicer fails to maintain a minimum Médrth of at least $200,000,0pus
seventy-five (75%) percent of any new equity issaitelr December 11, 2006;

(h) the Servicer shall fail to maintain its stafissa business development company or as a registeestment company under the 1940
Act;

(i) the Servicer's Leverage Ratio shall exceed11(:

(j) any failure by the Servicer to deliver any Riegd Reports hereunder on or before the date doguiive Business Days after the d
such report is required to be made or given, asdke may be, under the terms of this Agreement;

(k) any representation, warranty or certificatioada by the Servicer in this Agreement or in anyifagate delivered pursuant to this
Agreement shall prove to have been incorrect whadenand such incorrect representation, warrantgxification can reasonably be
expected to have a material adverse effect omtikeeists of any party hereto, and such incorrgeesentation, warranty or certification, if
capable of being remedied, shall continue for 3@ deithout being remedied or cured after the eadfdi) receipt by the Servicer of written
notice with respect thereto from the Agent or thestee and (ii) notice thereof to the Servicer by#8icer of the Servicer with actual
knowledge of such incorrect representation, wayrantertification;

() the rendering against the Servicer of one orenimal judgments, decrees or orders for the pajraEmoney in excess of 10% of the
Tangible Net Worth of the Servicer (individually iorthe aggregate);

(m) any default by the Servicer in the making of @ayment required to be made with respect to aatgrial recourse debt or other
obligation to which it is a party and such defasiihot cured within the relevant cure period or angh recourse debt or other obligation shall
be declared to be due and payable or required podgmid (other than by scheduled payment) pridgistonaturity; or
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(n) any two of Christopher Lacovara, Dayl Pearsod B. Jon Corless shall cease to be employed bybkahCapital in the capacity of
executive officers thereof unless within 120 daf/the cessation of such employment, Kohlberg Chhitas reputable experienced
replacements for such officers, reasonably satisfado the Agent;

then notwithstanding anything herein to the comtrao long as any such Servicer Termination Evsinédl not have been remedied at the
expiration of any applicable cure period, the Agégtwritten notice to the Servicer, the Trusted #ive Backup Servicer (a " Servicer
Termination Notic€), may, subject to the provisions of Section 7,26rminate all of the rights and obligations af thervicer as Servicer
under this Agreement. The Borrower shall pay alsmnable set-up and conversion costs associatedheitransfer of servicing rights to the
Successor Servicer.

Section 7.26 Appointment of Successor Servicer

(a) On and after the receipt by the Servicer oérviSer Termination Notice pursuant to Section 7.2% Servicer shall continue to
perform all servicing functions under this Agreemnentil the date specified in the Servicer TermimaiNotice or otherwise specified by the
Agent to the Servicer and the Backup Servicer iiing. The Agent may at the time described in thenediately preceding sentence, in its
sole discretion, appoint the Backup Servicer asSenwicer hereunder, and the Backup Servicerjshtilling to accept such appointment,
shall on such date assume all servicing obligatadribe Servicer hereunder, and all authority amgr of the Servicer under this Agreement
shall pass to and be vested in the Backup Senpeevidedthat any Successor Servicer shall not (i) be resiptaor liable for any past
actions or omissions of the outgoing Servicer l{@)obligated to make Servicer Advances, (iii) hawg obligation to pay any taxes required
to be paid by the Servicer, if any, (iv) have ndigdation to pay the fees and expenses of any qtagy involved in this transaction or any
third party, (v) have any liability or obligationithr respect to any Servicer indemnification obligas of, or any representations and
warranties given by any prior servicer (includihg tnitial Servicer). In the event that the Ageogs not so appoint the Backup Servicer, t
is no Backup Servicer or the Backup Servicer isillimg or unable to assume such obligations on sietie, the Agent shall as promptly as
possible appoint a successor servicer (in suchcitgpthe “ Successor Servic8dr and such Successor Servicer shall accept its ajppeir by
a written assumption in a form acceptable to thergin the event that a Successor Servicer hase®st appointed and has not accepted its
appointment at the time when the Servicer ceasasttas Servicer, the Agent shall petition a cotidompetent jurisdiction to appoint any
established financial institution having a net vaaf not less than U.S. $100,000,000 and whosdaegusiness includes the servicing of
Loans as the Successor Servicer hereunder.

(b) Upon its appointment as successor to the Samvilce Backup Servicer (subject to Section 7.266a)the Successor Servicer, as
applicable, shall be the successor in all resgedtse Servicer (except as otherwise expresslyigeavfor herein or as otherwise expressly
agreed to by the Successor Servicer and the Agathtyespect to servicing functions under this
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Agreement, shall assume all Servicing Duties hateuand shall be subject to all the responsibéljtaities and liabilities relating thereto
placed on the Servicer by the terms and provishansof, and all references in this Agreement tocSevicer shall be deemed to refer to the
Backup Servicer or the Successor Servicer, asGgtpi. Any Successor Servicer shall be entitleth thie prior consent of the Agent, to
appoint agents to provide some or all of its dutieeunderprovidedthat no such appointment shall relieve such Suocc&srvicer of the
duties and obligations of the Successor Servicesyaunt to the terms hereof and that any such stitzamimay be terminated upon the
occurrence of a Servicer Termination Event.

(c) All authority and power granted to the Servigader this Agreement shall automatically ceasetamdinate upon termination of the
Servicer under this Agreement and shall pass tdandested in the Successor Servicer, and, witlroitation, the Successor Servicer is
hereby authorized and empowered to execute angedetin behalf of the Servicer, as attorney-in-taabtherwise, all documents and other
instruments, and to do and accomplish all othes acthings necessary or appropriate to effecpthposes of such transfer of servicing
rights. The Servicer agrees to cooperate with thee&ssor Servicer in effecting the terminationhef tesponsibilities and rights of the Serv
to conduct servicing on the Collateral.

(d) Upon the Backup Servicer receiving notice thi to be appointed to serve as the Servicerumgler pursuant to the foregoing
provisions of this Section 7.2@nd provided it is willing to accept such appoiaht, the Backup Servicer will promptly begin thensition tc
its role as Servicer. In connection with such appoent, the Agent and the Backup Servicer will riege the servicing terms to be applica
to it on the effective date of such appointment.

(e) The Backup Servicer shall be entitled to reeéis reasonable costs incurred in transitionin§eovicer.

() Notwithstanding anything contained in this Agmeent to the contrary, any Successor Servicertimared to accept and rely on all
of the accounting, records (including computer rdspand work of the prior Servicer relating to tteans (collectively, the “ Predecessor
Servicer Work Producy without any audit or other examination theremfcept, in all cases, where audit, examinationtloeranquiry would
be required in the exercise of reasonable caresodégree of skill and attention the SuccessoriGarexercises with respect to all compar
loans that it services for itself and others, dr@l$uccessor Servicer shall have no liability fier dcts and omissions of the prior Servicer;
providedthat if any Successor Servicer discovers any emaccuracy, omission or incorrect or non-stangaedtice or procedure
(collectively, “ Errors”) in any Predecessor Servicer Work Product, therih Successor Servicer shall use its best comntign@asonable
efforts to correct such Errors. U.S. Bank agreasstoits best efforts to prevent further erroracauracies or omissions relating to Errors
(collectively, “ Continued Error¥ previously discovered by the Successor Servaret shall, with the prior consent of the Agent, isdest
commercially reasonable efforts to reconstruct@edncile such data to correct such Errors andi@eed Errors and to prevent future
Continued Errors. The Successor Servicer shalhbidezl to recover its costs incurred pursuanhis Section 7.26(fin accordance with
Section 2.8
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(9) The terminated Servicer agrees to cooperataisadts best efforts in effecting the transitidrihe responsibilities and rights of
servicing of the Loans including, without limitatiothe transfer to the Successor Servicer for timeiistration by it of all cash amounts that
shall at the time be held by the Servicer for dépos have been deposited by the Servicer, oretifegr received with respect to the Loans
the delivery to the Successor Servicer in an oydmtl timely fashion of all files and records widispect to the Loans and a computer tape in
readable form (consistent with the Tape) contaigithgnformation necessary to enable the SucceSsoricer to service the Loans. In
addition, the Servicer agrees to cooperate andtsibest efforts in providing, at the Borrower'pexse, to the Successor Servicer, with
reasonable access (including at the premises @e¢hécer) to the Servicer's employees, and anyadinaf the books, records (in electronic or
other form) or other information reasonably reqgeddiy it to enable the Successor Servicer, to asshenservicing functions hereunder and
to maintain a list of key servicing personnel andtact information. The Successor Servicer is aitbd and empowered to execute and
deliver, on behalf of Servicer, as attorney-in-facbtherwise, any and all documents and otherunsnts, and to do so or accomplish all
other acts or things necessary or appropriateféatethe purposes of such notice of terminatiotogrerform the servicing duties of the
Servicer. At the request of the Successor SenvierServicer will provide the Successor Serviegth a Power of Attorney consistent with
the preceding sentence.

(h) The Servicer hereby agrees to grant to eache8sor Servicer (and its permitted assigns) andoable license to access all Records
relating to the Loans from time to time. In conm@ttwith such license, the Servicer hereby agreggadnt to each Successor Servicer an
irrevocable, non-exclusive license (subject tordstrictions contained in any license with respleeteto) to use, without royalty or payment
of any kind, all software used by the Servicerdoaant for the Loans from time to time, to the ext@ecessary to administer the same,
whether such software is owned by the Services omined by others and used by Servicer under kcageeements with respect thereto;
providedthat should the consent of any licensor of Seriecesuch grant of the license described hereirefjaired, the Servicer hereby agt
that upon the request of the Successor Servicanppermitted assignee thereof to use its besttgffo obtain the consent of such third-party
licensor. The license granted by the Servicer @msto this Section 7.26(Ishall be irrevocable and shall terminate on the datwhich all
Obligations have been paid in full. The Servicalstake all actions reasonably requested by thee&ssor Servicer and/or any of its
permitted assignees, from time to time hereaftéicikvmay be necessary to ensure that such Succ@ssadcer and its assignees have an
enforceable license to access the Records refatitige Loans from time to time.

Section 7.27 Market Servicing Fee

Notwithstanding anything to the contrary hereinthia event that a Successor Servicer is appoititedservicing Fee shall equal the
market rate for comparable servicing duties toixedfupon the date of such appointment by suché&sor Servicer with the consent of the
Agent; in the event that the Backup Servicer besthe Successor Servicer, the Backup Servicer sblidit three bids, with a copy to the
Borrower and the Agent, from not less than thredies experienced in the servicing of loans simitathe Loans and that are not Affiliates
the Backup Servicer, the Servicer or the Borrowad the Servicing Fee shall be equal to the avevhtie fees proposed as determined by
the Backup Servicer with the consent of the Agéme ( Market Servicing Fe®.
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ARTICLE VIl
SECURITY INTEREST

Section 8.1 Grant of Security Interest

(a) The parties hereto intend that this Agreemenstitute a security agreement and the transactiffested hereby constitute secured
loans by the Secured Parties to the Borrower uAgplicable Law. For such purpose, the Borrower hgr@rants as of the Closing Date to
the Trustee, as agent, on behalf of the Securdk®aa lien and continuing security interest inofkhe Borrower’s right, title and interest in,
to and under (but none of the obligations undéiallateral (including any Hedging Agreements),etifer now existing or hereafter arising
or acquired by the Borrower, and wherever the saiag be located, to secure the prompt, completérateleasible payment and
performance in full when due, whether by lapsdmét acceleration or otherwise, of the Obligatiohthe Borrower owed to the Secured
Parties. The Grant of a security interest under Sgiction 8.Hoes not constitute and is not intended to resutéreation or an assumption by
the Trustee, the Agent or any of the other SecBaaties of any obligation of the Borrower or anlgestPerson in connection with any or al
the Collateral or under any agreement or instrumadating thereto. Anything herein to the contraogwithstanding, (a) the Originator and
Borrower shall remain liable under the Transfelredns and related Collateral to the extent sehftmérein to perform all of their respective
duties and obligations thereunder to the same tateif this Agreement had not been executed hipekercise by the Trustee on behalf of
Secured Parties or the Agent, as agent for ther8edRarties, of any of its rights in the Collatesfadll not release the Originator and the
Borrower from any of their respective duties origaiions under the Transferred Loans and othera@shl, and (c) none of the Trustee, the
Agent nor any other Secured Party shall have afigaitons or liability under the Loans and othedl@eral by reason of this Agreement, nor
shall the Trustee, the Agent or any other Secuesty ®e obligated to perform any of the obligationsluties of the Borrower thereunder ¢
take any action to collect or enforce any claimgayment assigned hereunder.

(b) The Borrower, the Trustee and the Agent, oralfelf the Secured Parties, hereby acknowledgeagneke that the security interest
Granted hereby in the Collateral constitutes caurign collateral security for all of the Obligatignghether now existing or hereafter arising.

Section 8.2 Release of Lien on Loans

If () there is no Overcollateralization Shortfalhd (b) no Termination Event or Unmatured TernmdmaEvent has occurred and is
continuing, at the same time as (i) any Transfebmah in the Collateral expires by its terms ardalounts in respect thereof have been paid
in full by the related Obligor and deposited in ©alection Account, (ii) any Transferred Loan bews a Prepaid Loan and all amounts in
respect thereof have been paid in full by the eel&@bligor and deposited in the Collection Accoljiii},any Transferred Loan is replaced in
accordance with Section 2.18(g)v) any Transferred Loan is repurchased in ataoce with Section 2.18(b)v) any Transferred Loan is
subject to a Lien Release Dividend in accordandk $&ction 2.16 or (vi) this Agreement terminates in accordandé Bection
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12.6, the Trustee, on behalf of the Secured Partidsbesideemed to automatically release its intarestich Loan without representation or
warranty express or implied. In connection with angh prepayment, release or substitution, thet@eusn behalf of the Secured Parties,
will, after the deposit by the Servicer of the Rreds of such event into the Collection Accounthatsole expense of the initial Servicer or
any Affiliate of the initial Servicer if appointess Successor Servicer hereunder, and otherwike aipense of the Borrower, execute and
deliver to the Servicer any assignments, billsabé stermination statements and any other reles@instruments as the Servicer may
reasonably request in order to effect the releaddransfer the Related Property if such Relatep@&ty is not also serving as Collateral to
secure the repayment of another Transferred Loavjdedthat the Trustee on behalf of the Secured Partiksnake no representation or
warranty, express or implied, with respect to amghsRelated Property in connection with such prepat, release or substitution. Nothing
this Section 8.2hall diminish the Servicer’s obligations pursu@nSection 7.6vith respect to the Proceeds of any such sale.

Section 8.3 [Reserved]

Section 8.4 Further Assurances
The provisions of Section 12.5hall apply to the security interest granted ur@ksgtion 8.1as well as to the Advances hereunder.

Section 8.5 Remedies

Upon the occurrence of a Termination Event, theste®, on behalf of the Secured Parties, the Agahbther Secured Parties shall
have, with respect to the Collateral granted purst@Section 8.1 and in addition to all other rights and remedieailable to the Trustee on
behalf of the Secured Parties, the Agent and ther@ecured Parties under this Agreement or otppfi¢able Law, all rights and remedies
a secured party upon default under the UCC.

Section 8.6 Waiver of Certain Laws

Each of the Borrower and the Servicer agrees,gdiith extent that it may lawfully so agree, thatther it nor anyone claiming through
or under it will set up, claim or seek to take attege of any appraisement, valuation, stay, extensi redemption law now or hereafter in
force in any locality where any Collateral may faated in order to prevent, hinder or delay thesmement or foreclosure of this
Agreement, or the absolute sale of any of the @aldor any part thereof, or the final and absoluitting into possession thereof,
immediately after such sale, of the Secured Pattiim=0f, and each of the Borrower and the Seryioeitself and all who may at any time
claim through or under it, hereby waives, to thedutent that it may be lawful so to do, the bénef all such laws, and any and all right to
have any of the properties or assets constitutisgXollateral marshaled upon any such sale, arekaghat the Trustee, on behalf of the
Secured Parties, the Agent on its behalf or anytdmving jurisdiction to foreclose the securityeirests granted in this Agreement may sell
the Collateral as an entirety or in such parcekhadrustee on behalf of the Secured PartiesAgfemt or such court may determine.
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Section 8.7 Power of Attorney.

Each of the Borrower and the Servicer, upon theweace and during the continuance of a Termindfeent, hereby irrevocably
appoints the Trustee on behalf of the Securedd?ats true and lawful attorney (with full powersafbstitution) in its name, place and stead
and at its expense, in connection with the enfomrgrof the rights and remedies provided for in &ggeement, including without limitation
the following powers: (a) to give any necessargigts or acquittance for amounts collected or rembhereunder, (b) to make all necessary
transfers of the Collateral in connection with @gh sale or other disposition made pursuant hgi@tto execute and deliver for value all
necessary or appropriate bills of sale, assignnerdsother instruments in connection with any ssalk or other disposition, the Borrower
and the Servicer hereby ratifying and confirmirigtedt such attorney (or any substitute) shall ldlyfdo hereunder and pursuant hereto, and
(d) to sign any agreements, orders or other doctsnemronnection with or pursuant to any TransacB@cument or Hedging Agreement.
Nevertheless, if so requested by the Trustee, theo®er shall ratify and confirm any such sale threo disposition by executing al
delivering to the Trustee and the Agent all prdm#s of sale, assignments, releases and otheuimsints as may be designated in any such
request. The appointment by each of the Servicgttae Borrower of the Trustee on behalf of the SettlParties as its attorney-in-fact shall
be evidenced by its execution and delivery of a &awi Attorney substantially in the form of Exhibi® 1 and Q2 , respectively.

ARTICLE IX
TERMINATION EVENTS

Section 9.1 Termination Events
The occurrence of any of the following events shaiistitute a * Termination Evefit

(a) the Borrower or the Servicer shall defaultia payment of any amount required to be made uhdgerms of this Agreement and
such default is not cured or waived within threesiBass Days following the occurrence thereof;

(b)(i) the Borrower shall fail to perform or obserin any material respect any other covenant aratjreement of the Borrower set
forth in this Agreement and any other Transacti@tument to which it is a party, or (ii) the Origioashall fail to perform or observe in any
material respect any term, covenant or agreemethieoDriginator set forth in any other Transactimwcument to which it is a party, in each
case when such failure continues unremedied foerian 20 days after written notice thereof shallehbeen given by the Agent or any
Secured Party to such Person;

(c) an Insolvency Event shall occur with respedh®mBorrower or the Originator;
(d) a Servicer Termination Event occurs;

(e) any representation, warranty or certificatiosd® or deemed made by the Borrower or the Origirregreunder shall prove to be
incorrect as of the time when the same shall haem Imade, and such incorrect representation, wgroamcertification can reasonably
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be expected to have a material adverse effectemtarests of any party hereto, and such incorsgmesentation, warranty or certification, if
capable of being remedied, shall continue for 3@ deithout being remedied or cured after the eadfdi) receipt by the Servicer of written
notice with respect thereto from the Agent or thestee and (ii) notice thereof to the Borrowerta Originator by an officer of the Borrower
or the Originator with actual knowledge of sucharrect representation, warranty or certification;

(f) the amount of Advances Outstanding shall excteedMaximum Availability, for more than three cewstive Business Days;
(9) an Overcollateralization Shortfall exists amhiinues unremedied for a period of three Busiesss;
(h) a Required Equity Shortfall exists and contsuaremedied for a period of three Business Days;

(i) the Borrower or the Originator agrees or coisén, or otherwise permits any amendment, moditicachange, supplement or
rescission of or to the Credit and Collection Politwhole or in part that could reasonably be expé to have a material adverse effect upon
the Loans or the interests of the Lenders withbetgrior written consent of the Agent and each keend

() any Change in Control of the Borrower or Origior occurs;

(k) on each day during a period of five consecuBusiness Days, (i) the aggregate Interest Ratgéldbtional Amount is less than
product of the Hedge Percentage on such day andtiérest Rate Hedge Amount on that day, (ii) tleeaNUSD Notional Amount of any Non-
USD Loan being hedged is less than the Outstaridiag Balance of such Non-USD Loan on that dayidra(iny Interest Rate Hedge
Transaction or Currency Hedge Transaction failsé@t the requirements set forth in Section 5.8(&).2(b), respectively;

(I) the Trustee on behalf of the Secured Partiesl] &il for any reason to have a valid and pedddirst priority security interest in any
of the Collateral and such failure continues unrmiet:for more than five Business Days after writtetice thereof shall have been given to
the Trustee, the Servicer and the Borrower by therdor any Lender;

(m) the Rolling Three-Month Default Ratio is lehan 7% for a period of 15 consecutive days;

(n) the Borrower or the Originator defaults in makiany payment required to be made with respezhyomaterial recourse debt or
other obligation to which either is a party andhsdefault is not cured within the relevant cureiqiror any such recourse debt or other
obligation shall be declared to be due and payabtequired to be prepaid (other than by schedpésanent) prior to its maturity;

(0)(i) a final judgment for the payment of moneyexcess of 10% of the Tangible Net Worth of thegdator shall have been rendered
against the Originator or $250,000 against the &eer by a court of competent jurisdiction and u€k judgment relates to the Originator,
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the Originator shall not have either: (1) dischdrge provided for the discharge of such judgmeragidoordance with its terms, or (2) perfec
a timely appeal of such judgment and caused theutio® thereof to be stayed (by supersedes orwiberduring the pendency of such ap|
or (ii) the Originator or the Borrower, as the casay be, shall have made payments of amounts iesexaf $2,500,000 or $250,000,
respectively, in settlement of any litigation;

(p) the Borrower shall become required to regiatean “investment company” under the 1940 Act eraitangements contemplated by
the Transaction Documents shall require registnadi® an “investment company” within the meaninghef1940 Act or any rules, regulations
or orders issued by the SEC thereunder;

(q) the business and other activities of the Boewowr the Originator, including but not limited the acceptance of the Advances by the
Borrower made by the Lenders, the application a®laf the proceeds thereof by the Borrower and¢dhsummation and conduct of the
transactions contemplated by the Transaction Doatsrte which the Borrower or the Originator is atpaesult in a violation by the
Originator, the Borrower, or any other person ditgmf the 1940 Act or the rules and regulationgrpulgated thereunder;

(r) a Material Adverse Change in the operationthefOriginator, the Servicer or the Borrower sbattur; or

(s) a change in any binding law or any rule or tatjon having the force of law shall occur, whicbwid cause the legal conclusions
made in the true sale, non-consolidation and pgofeopinions delivered in connection with the Tsaation Documents to be incorrect.

Section 9.2 Remedies

(a) Upon the occurrence of a Termination EventAbent may, by notice to the Borrower, declareTeemination Date to have
occurred, without demand, protest or further notitany kind, all of which are hereby expressly weal by the Borrower, and all Obligations
owing by the Borrower under this Agreement shalabeelerated and become immediately due and pgyabladedthat in the event that the
Termination Event described in Section 9.Hej)ein has occurred, the Termination Date shadiraatically occur, without demand, protest or
any notice of any kind, all of which are hereby egsly waived by the Borrower.

(b) Upon any such declaration or automatic occueenf the Termination Date, no Advances will be myahd the Trustee, the Agent
and the other Secured Parties shall have, in addibi all other rights and remedies under this Agrent or otherwise, all rights and remedies
provided under the UCC of each applicable jurisdicand other Applicable Laws, including the rightsell the Collateral, which rights and
remedies shall be cumulative.

(c) At any time on and after the Termination Déte, Borrower and the Servicer hereby agree thatwhlé at the expense of Borrower
or, if such Termination Date occurred as a redudt Servicer Termination Event, at the expenséefititial Servicer or any Affiliate of the
initial Servicer if appointed as Successor Seniimreunder, and upon request of the Trustee (aatitige request of the Agent), or the Agent
on its behalf, forthwith, (i) assemble all or araripof the Collateral as directed by the Trusteehe Agent on its behalf, and make the same
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available to the Trustee, or the Agent on its bieladla place to be designated by the TrustedieAgent on its behalf, and (ii) without notice
except as specified below, sell the Collateralror part thereof in one or more parcels at a puldliprivate sale, at any of the Agent’s offices
or elsewhere, for cash, on credit or for futurevagy, and upon such other terms as the Agent neeyndcommercially reasonable. The
Borrower agrees that, to the extent notice of shidl be required by law, at least ten days’ ndticthe Borrower of the time and place of any
public sale or the time after which any privateesalto be made shall constitute reasonable natiific. The Trustee shall not be obligated to
make any sale of Collateral regardless of noticgaté having been given. The Trustee, if so reqddsy the Agent, shall adjourn any public
or private sale from time to time by announcemeémh@time and place fixed therefor, and such salg, without further notice, be made at
the time and place to which it was so adjournetica$h Proceeds received by the Trustee in regecty sale of, collection from, or other
realization upon, all or any part of the Collatgeter payment of any amounts incurred by the fBeisr any of the Secured Parties in
connection with such sale) shall be depositedtimoCollection Account and to be applied againsbraany part of the Obligations pursuant
to Section 2.09(bdr otherwise in such order as the Trustee shait @lats discretion.

(d) If the Trustee, or the Agent on its behalf,goses to sell the Collateral or any part thereafria or more parcels at a public or pri
sale, the Borrower shall have the right of firdtisal to repurchase the Collateral, in whole butingart, prior to such sale at a price not less
than the Obligations as of the date of such prappospurchase. The aforementioned rights and remetii@l be without limitation, and shall
be in addition to all other rights and remediethef Agent and the Secured Parties otherwise aVailatmler any provision of this Agreement
by operation of law, at equity or otherwise, eattwbich are expressly preserved.

ARTICLE X
INDEMNIFICATION

Section 10.1 Indemnities by the Borrower

(a) Without limiting any other rights that any sueérson may have hereunder or under Applicable tizavBorrower hereby agrees to
indemnify the Agent, the Backup Servicer (includingts capacity as Successor Servicer, if applealhe Trustee, any other Secured Party
or its assignee and each of their respective Aféik and officers, directors, employees and aglketsof (collectively, the “ Indemnified
Parties”), forthwith on demand, from and against any alhdamages, losses, claims, liabilities and relatests and expenses, including
reasonable attorneys’ fees and disbursementsf(#édoregoing being collectively referred to amtiemnified Amounts) awarded against
or incurred by, any such Indemnified Party or oth@n-monetary damages of any such Indemnified Renyyof them arising out of or as a
result of this Agreement, excludindiowever, (a) Indemnified Amounts to the extent resultimgnf fraud, gross negligence or willful
misconduct on the part of any Indemnified Partyl @) under any Federal, state or local incomeandhise taxes or any other Tax imposed
on or measured by income (or any interest or piesaltith respect thereto or arising from a failtoe&omply therewith) required to be paid
such Indemnified Party in connection herewith tg taxing authority. The provisions of this indenyrshall run directly to and be enforces
by the applicable Indemnified Party subject toltimtations hereof. If the Borrower has made any
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indemnity payment pursuant to this Section Jhd such payment fully indemnified the recipiemréof and the recipient thereafter collects
any payments from others in respect of such Ind@hAmounts, the recipient shall repay to the Barer an amount equal to the amount it
has collected from others in respect of such indethamounts. Without limiting the foregoing, tBerrower shall indemnify the
Indemnified Parties for Indemnified Amounts relatii or resulting from:

() any Transferred Loan treated as or represemyetie Borrower to be an Eligible Loan that is abthe applicable time an
Eligible Loan;

(i) reliance on any representation or warranty mmaddeemed made by the Borrower, the Servicenpoétheir respective
officers under or in connection with this Agreemaenitich shall have been false or incorrect in araanal respect when made or
deemed made or delivered;

(iii) the failure by the Borrower or the Servicerdcomply with any term, provision or covenant camead in this Agreement or any
agreement executed in connection with this Agrednmerwith any Applicable Law with respect to ansamisferred Loan comprising a
portion of the Collateral, or the nonconformityasfy Transferred Loan, the Related Property withsurgh Applicable Law or any
failure by the Originator, the Borrower or any Aiite thereof to perform its respective duties urile Transferred Loans included as a
part of the Collateral;

(iv) the failure to vest and maintain vested in Tmastee on behalf of the Secured Parties a fiistity perfected security interest
in the Collateral;

(v) the failure to file, or any delay in filing,ifancing statements or other similar instrumentoacuments under the UCC of any
applicable jurisdiction or other Applicable Lawstlwiespect to any Collateral whether at the timargf Advance or at any subsequent
time and as required by the Transaction Documents;

(vi) any dispute, claim, offset or defense (otlart the discharge in bankruptcy of the ObligorafObligor to the payment of a
Transferred Loan included as part of the Collatdrat is, or is purported to be, an Eligible Loacluding, without limitation, a defense
based on the Transferred Loan not being a leghtl aad binding obligation of such Obligor enforbémagainst it in accordance with
terms);

(vii) any failure of the Borrower or the Servicérthe Originator or one of its Affiliates) to perm its duties or obligations in
accordance with the provisions of this Agreemerdaroyr failure by the Originator, the Borrower or affiliate thereof to perform its
respective duties under the Transferred Loans;

(viii) any products liability claim or environmentgability claim or personal injury or property dege suit or other similar or
related claim or action of whatever sort arising @uor in connection with the Related Propertyreha@ndise or services that are the
subject of any Transferred Loan included as patth@fCollateral or the Related Property includegas of the Collateral;
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(ix) the failure by Borrower to pay when due anyk@sfor which the Borrower is liable, including aiut limitation, sales, excise
or personal property taxes payable in connectidh thie Collateral;

(x) any repayment by the Agent or another Secuestyf any amount previously distributed in redoictof Advances
Outstanding or payment of Interest or any otheramdue hereunder or under any Hedging Agreemeiach case which amount the
Agent or another Secured Party believes in godH fairequired to be repaid;

(xi) any investigation, litigation or proceedindated to this Agreement or the use of proceedsdvafices or in respect of any
Transferred Loan included as part of the Collaterahe Related Property included as part of thika@wal;

(xii) any failure by the Borrower to give reasonabtjuivalent value to the Originator in consideratior the transfer by the
Originator to the Borrower of any Transferred Laarthe Related Property or any attempt by any Petsooid or otherwise avoid any
such transfer under any statutory provision or camtaw or equitable action, including, without liation, any provision of the
Bankruptcy Code; or

(xiii) the failure of the Borrower, the Originator any of their respective agents or representativeemit to the Servicer or the
Agent, Collections on the Collateral remitted te Borrower or any such agent or representativedoraance with the terms hereof or
the commingling by the Borrower or any Affiliate afiy collections.

(b) Any amounts subject to the indemnification pstmns of this Section 104hall be paid by the Borrower to the applicable
Indemnified Party within 10 Business Days followisigch Person’s demand therefor.

(c) If for any reason the indemnification provickdolove in this Section 10i4 unavailable to the Indemnified Party or is ifimignt to
hold an Indemnified Party harmless, then the Boemwhall contribute to the amount paid or payélylsuch Indemnified Party as a result of
such loss, claim, damage or liability in such pmipa as is appropriate to reflect not only theatigle benefits received by such Indemnified
Party on the one hand and the Borrower, on ther bidwed but also the relative fault of such IndemedifParty as well as any other relevant
equitable considerations.

(d) The obligations of the Borrower under this 8attl0.1shall survive the removal of the Agent, the BacBapvicer or the Trustee
and the execution, delivery, performance and teation of this Agreement for a period of three ydaltowing the Termination Date,
regardless of any investigation made by the Lendetise Agent.

(e) The parties hereto agree that the provisiortBisfSection 10.%hall not be interpreted to provide recourse taBbeower against
loss by reason of the bankruptcy, insolvency ok [@ccreditworthiness of an Obligor on any TransfdrLoan.
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Section 10.2 Indemnities by the Servicer

(a) Without limiting any other rights that any sueérson may have hereunder or under Applicable LizavServicer hereby agrees to
indemnify each Indemnified Party, forthwith on derdafrom and against any and all Indemnified Amswawarded against or incurred by
any such Indemnified Party by reason of any actsnaissions or alleged acts or omissions of theiSerunder the Transaction Documents,
including, but not limited to (i) any representatior warranty made by the Servicer under or in estian with any Transaction Documents
which it is a party, any Monthly Report, Service€srtificate or any other information or reportideted by or on behalf of the Servicer
pursuant hereto, which shall have been false, iecbor misleading in any material respect whener@ddeemed made, (ii) the failure by the
Servicer to comply with any Applicable Law, (i failure of the Servicer to comply with its dgtier obligations in accordance with this
Agreement or any other Transaction Document, grgiw litigation, proceedings or investigation agaithe Servicegxcluding, however,

(a) Indemnified Amounts to the extent resultingriréraud, gross negligence or willful misconducttba part of such Indemnified Party, and
(b) under any Federal, state or local income ardingse taxes or any other Tax imposed on or measqyréncome (or any interest or penalties
with respect thereto or arising from a failure tonply therewith) required to be paid by such Ind#imd Party in connection herewith to any
taxing authority. Notwithstanding anything contalrie this_ Section 10.2(x) no Successor Servicer shall be liable forab&ons or omissior
(or claims arising out of the alleged acts or oriss) of a predecessor Servicer, and (y) no Sargitall be so required to indemnify an
Indemnified Party or to otherwise be liable to addmnified Party for any losses in respect of thie-performance of the Transferred Loans,
the creditworthiness of the Obligors with respedtie Transferred Loans, changes in the markeewafithe Transferred Loans or other
similar investment risks associated with the Tramsfd Loans arising from a breach of any repretientar warranty if the effect of such
indemnity would be to provide credit recourse fog performance of the Transferred Loans. The pianssof this indemnity shall run direct
to and be enforceable by the applicable Indemnifiaty subject to the limitations hereof. If thenSeer has made any indemnity payment
pursuant to this Section 10aRd such payment fully indemnified the recipierrtéiof and the recipient thereafter collects anynpats from
others in respect of such Indemnified Amounts,réoipient shall repay to the Servicer an amounaktuthe amount it has collected from
others in respect of such indemnified amounts.

(b) Any amounts subject to the indemnification psans of this Section 10shall be paid by the Servicer within 10 Businesgda
following such Person’s demand therefor.

(c) If for any reason the indemnification provickdolove in this Section 10i8 unavailable to the Indemnified Party or is ifigignt to
hold an Indemnified Party harmless, then Serviball €ontribute to the amount paid or payable twhsindemnified Party as a result of such
loss, claim, damage or liability in such proportamis appropriate to reflect not only the relateaefits received by such Indemnified Party
on the one hand and Servicer on the other handlgaithe relative fault of such Indemnified Pasynaell as any other relevant equitable
considerations.

(d) The obligations of the Servicer under this ®&ci0.2shall survive the resignation or removal of the Atg¢he Backup Servicer or
the Trustee and the execution, delivery, perforraard termination of this Agreement for a periodhoge years following the Termination
Date, regardless of any investigation made by #eders or the Agent.
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(e) The parties hereto agree that the provisionkisfSection 10.8hall not be interpreted to provide recourse toS®ericer against loss
by reason of the bankruptcy or insolvency (or otiredit condition) of, or default by, related Olgigon, any Loan.

(f) Any indemnification pursuant to this Section.26hall not be payable from the Collateral.

ARTICLE XI
THE AGENT

Section 11.1 Authorization and Action.

Each Lender and each other Secured Party hereigndéss and appoints BMO as its Agent hereunder aathorizes the Agent to take
such actions as agent on its behalf and to exesoisle powers as are delegated to the Agent byethestof this Agreement together with such
powers as are reasonably incidental thereto. ThanfAghall not have any duties or responsibilitiegept those expressly set forth herein, or
any fiduciary relationship with any Lender or otlS®cured Party, and no implied covenants, functi@sponsibilities, duties, obligations or
liabilities on the part of the Agent shall be réath this Agreement or otherwise exist for the Agém performing its functions and duties
hereunder, the Agent shall act solely as agerthiotenders and the other Secured Parties andndv@ssume nor shall be deemed to have
assumed any obligation or relationship of trusa@ency with or for the Borrower or any of its susxm's or assigns. The Agent shall not be
required to take any action that exposes the Agpepérsonal liability or that is contrary to thigeement, any other Transaction Documel
Applicable Law. The appointment and authority af thgent hereunder shall terminate at the indeféapdoyment in full of the Obligations.

Section 11.2 Delegation of Duties

The Agent may execute any of its duties underAlgieement by or through agents or attorneys-indiact shall be entitled to advice of
counsel concerning all matters pertaining to sudied. The Agent shall not be responsible for thgligence or misconduct of any agents or
attorneys-in-fact selected by it with reasonableca

Section 11.3 Exculpatory Provisions

Neither the Agent nor any of its directors, offigeagents or employees shall be (i) liable for actjon lawfully taken or omitted to be
taken by it or them under or in connection witlstAgreement (except for its, their or such Persowa gross negligence or willful
misconduct or, in the case of the Agent, the brediits obligations expressly set forth in this Agment), or (ii) responsible in any manner to
any Lender or the other Secured Parties for antatecstatements, representations or warrantieterbg the Borrower contained Atticle IV
of, any other Transaction Document or in any degte, report, statement or other document refaxent provided for in, or received under
or in connection with, this Agreement or any other
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Transaction Document, for the value, validity, effeeness, genuineness, enforceability or sufficyeof this Agreement or any other
document furnished in connection herewith, for tailpre of the Borrower to perform its obligationsreunder, or for the satisfaction of any
condition specified in Article 1ll The Agent shall not be under any obligation tg bender or the other Secured Parties to ascestain
inquire as to the observance or performance ofoditlye agreements or covenants contained in, atitons of, this Agreement or any other
Transaction Document, or to inspect the propertiesks or records of the Borrower. The Agent shatlbe deemed to have knowledge of
any Unmatured Termination Event, Termination Eveimmatured Servicer Termination Event or Servicemiination Event unless the
Agent has received notice from the Borrower or eued Party.

Section 11.4 Reliance

The Agent shall in all cases be entitled to rehd ahall be fully protected in relying, upon anydment or conversation believed by it
to be genuine and correct and to have been sigeatlor made by the proper Person or Persons amdagvice and statements of legal
counsel (including, without limitation, counseltte Borrower), Independent accountants and othegréx selected by the Agent. The Agent
shall in all cases be fully justified in failing cefusing to take any action under this Agreemerny other document furnished in connection
herewith unless it shall first receive such adviceoncurrence of each Secured Party, as it depprsjariate, or it shall first be indemnified
its satisfaction by each Secured Paprypvided thatunless and until the Agent shall have received sulsfice, the Agent may take or refrain
from taking any action as the Agent shall deemsablie and in the best interests of the Secure@&PRafthe Agent shall in all cases be fully
protected in acting, or in refraining from actimgaccordance with any notice (including noticetblgphone), consent, certificate or other
instrument or writing (which may be by facsimileglieved by it to be genuine and signed by the prppety or parties, and such notice,
consent, certificate, instrument or writing, ang action taken or failure to act pursuant therétallde binding upon the signatory thereof.

Section 11.5 NorReliance on Agent

Neither the Agent nor any of its directors, offieeagents or employees shall be liable for anypadtiken or omitted to be taken by it or
them as Agent under or in connection with this A&gnent or any of the other Transaction Documentsegbfor its or their own gross
negligence, bad faith or willful misconduct. Withdimiting the foregoing, the Agent: (i) may consuiith legal counsel (including counsel
for the Borrower or the Originator), independenbliaccountants and other experts selected hyditshall not be liable for any action taken
or omitted to be taken in good faith by it in aatamce with the advice of such counsel, accountarggperts; (i) makes no warranty or
representation and shall not be responsible forstatgments, warranties or representations magkeimconnection with this Agreement;

(iii) shall not have any duty to ascertain or tquire as to the performance or observance of atlyeoferms, covenants or conditions of this
Agreement or any of the other Transaction Documentthe part of the Borrower, the Originator or 8exvicer or to inspect the property
(including the books and records) of the Borrowes, Originator or the Servicer; (iv) shall not lesponsible for the due execution, legality,
validity, enforceability, genuineness, sufficiermyvalue of this Agreement, any of the other Tratisa Documents or any other instrument
or document furnished pursuant hereto or thereto;(&) shall incur no liability under or in respect
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of this Agreement or any of the other Transacti@tinents by acting upon any notice (including reobig telephone), consent, certificate or
other instrument or writing (which may be by facé@hbelieved by it to be genuine and signed ot bgrthe proper party or parties.

Section 11.6 The Agent in its Individual Capacity

The Agent and any of its Affiliates may make loémsaccept deposits from and generally engageyirkand of business with the
Borrower or any Affiliate of the Borrower as thoutite Agent were not the Agent hereunder. With resfuethe Advances made pursuant to
this Agreement, the Agent and each of its Affilaghall have the same rights and powers undeAtrsement as the Lenders and may
exercise the same as though it were not the Agehirasuch context the term “Lenders” shall incltlde Agent in its individual capacity.

Section 11.7 Successor Agent

The Agent may, upon five days’ written notice te Borrower (with a copy to the Trustee) and eaahdiee, and the Agent will, upon
the direction of the Required Lenders, resign asmgf the Agent shall resign, then the Requiredders, during such five day period, shall
appoint a successor agent. If for any reason ncessor Agent is appointed by the Required Lendetisgl such five day period, then
effective upon the expiration of such five day pdrithe Agent may, on behalf of the Secured Pamiggoint a successor Agent, which
successor Agent shall be either (i) a commerciaklmaganized under the laws of the United Statesf any territory thereof and have a
combined capital and surplus of at least $50,0@¢¥(jii) an Affiliate of such a bank. Upon the aptance of any appointment as Agent
hereunder by a successor Agent shall thereuporesddo and become vested with all the rights, pswaeivileges and duties of the retiring
Agent, and the retiring Agent shall be dischargednfits duties and obligations under this Agreemervidedthat, after any retiring Agers’
resignation hereunder as Agent, the provisionsratled X and this Article Xishall inure to its benefit as to any actions takeomitted to be
taken by it while it was the Agent under this Agrest. Notwithstanding the resignation or removaBbfO as the Agent, BMO, as the
Hedge Counterparty, shall continue to be a Sedaeety hereunder.

Section 11.8 Payments by the Agent

Unless specifically allocated to a specific Lengersuant to the terms of this Agreement, all ameuveteived by the Agent on behalf of
the Lenders shall be paid by the Agent to the Lenteaccordance with their respective Pro Rata&hia the applicable Advances
Outstanding, or if there are no Advances Outstanafiraccordance with their most recent Commitmemtsthe Business Day received by the
Agent, unless such amounts are received after 166 on such Business Day, in which case the Agfgait use its reasonable efforts to pay
such amounts to each Lender on such Business Dgyinkany event, shall pay such amounts to suctdéenot later than the following
Business Day.

Section 11.9 Credit Decision with respect to the st .

Each Lender, and each other Secured Party repseseditwarrants to the Agent that it has and witlependently and without reliance
upon the Agent, and based on such documents amnafion as it has deemed appropriate, made itsappraisal of and investigation into
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the business, operations, property, prospectsydinbhand other conditions and creditworthinesthefBorrower and made its own decision to
enter into this Agreement, the other Transactionubeents and all other documents related heretoeseto.

Section 11.10 Indemnification of the Agent

Each Lender agrees to indemnify the Agent (to ttterg not reimbursed by the Borrower or the Seryjgatably in accordance its Pro
Rata Share, from and against any and all liakélitabligations, losses, damages, penalties, acjathgments, suits, costs, expenses or
disbursements of any kind or nature whatsoeverhvimay be imposed on, incurred by, or asserted agiia Agent in any way relating to or
arising out of this Agreement or any of the otherBaction Documents, or any action taken or othltiethe Agent hereunder or thereunder;
providedthat the Lenders shall not be liable for any portsd such liabilities, obligations, losses, damagesalties, actions, judgments, st
costs, expenses or disbursements resulting fromgleet’s fraud, gross negligence or willful miscoietl Without limitation of the foregoing,
each Lender agrees to reimburse the Agent, ratalagcordance with its Pro Rata Share, promptlynugemand, for any out-of-pocket
expenses (including counsel fees) incurred by themin connection with the administration, modifion, amendment or enforcement
(whether through negotiations, legal proceedingstioerwise) of, or legal advice in respect of rigbt responsibilities under, this Agreement
and the other Transaction Documents, to the exttanisuch expenses are incurred in the interesis aherwise in respect of the Lenders, or
the Lenders hereunder and/or thereunder and textieat that the Agent is not reimbursed for sugbteeses by the Borrower or the Servicer.

ARTICLE Xl
MISCELLANEOUS

Section 12.1 Amendments and Waivers

(a) Except as provided in this Section 12.1, noraineent, waiver or other modification of any proweisiof this Agreement shall be
effective without the written agreement of the Bover, the Agent, the Required Lenders and the Semprovidedthat any amendment of
this Agreement that is solely for the purpose afiag a Lender may be effected with the written emm®f the Agentprovided furthetthat
any amendment to this Agreement which would (iucdor impair Collections or the payment of Intemsees to any Lender, (i) modify
any provisions of this Agreement relating to thmitig of payments required to be made by the Borrawéhe application of the proceeds of
such payments, including, without limitation, armpyisions of Section 2.8(iii) release any Collateral from the Lien ofdtgreement (other
than as provided herein), (iv) increase the Fgcllimount, any Conduit Lender’'s Commitment or extémel Commitment Termination Date,
(v) modify the provisions of this Section 12 (vi) make any modification to the definitions‘@dvance”, “Advance Rate”, “Advances
Outstanding”, “Availability”, “Borrowing Base”, “Cltateral Quality Test”, “Concentration Limits”, “igible Loan”, “Eligible Obligor”
“Facility Amount”, “Fair Market Value”, “Maximum Aailability”, “Minimum Overcollateralization Amount™Permitted Securitization
Transaction”, “Required Equity Contribution”, “Rdged Lenders”, “Reserve Account Required Amountefmination Date” or
“Termination Event”, and any definitions
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referenced thereby, shall not be effective withtbetwritten agreement of the Borrower, the AgeatheLender and the Servicer. Any waiver
or consent shall be effective only in the spegéifatance and for the specific purpose for whictegiv

(b) No amendment, waiver or other modificationafifecting the rights or obligations of any Hedgeu®®rparty or (ii) having a mater
effect on the rights or obligations of the Truste¢he Backup Servicer (including any duties of Sesvicer that the Backup Servicer would
have to assume as Successor Servicer) shall ltiedfagainst such Person without the written ageyg of such Person. The Borrower or
the Servicer on its behalf will deliver a copy dfaaivers and amendments to the Trustee and tlekiaServicer.

Section 12.2 Notices, Etc

All notices and other communications provided ferdunder shall, unless otherwise stated hereiim Wweiting (including telex
communication and communication by facsimile copy)l mailed, telexed, transmitted or hand deliveasdp each party hereto, at its add
set forth on Annex A hereto or specified in suchya Assignment and Acceptance or at such othdress as shall be designated by such
party in a written notice to the other parties herall such notices and communications shall ieative, upon receipt, or in the case of
(a) notice by mail, five days after being depositethe United States mail, first class postag@aict (b) notice by telex, when telexed age
receipt of answer back, or (c) notice by facsirid@y, when verbal communication of receipt is aledi except that notices and
communications pursuant to this Section Ishall not be effective until received with respcany notice sent by mail or telex or hand-
delivered.

Section 12.3 Liabilities to Obligors.

No obligation or liability to any Obligor under any the Transferred Loans is intended to be asslbyede Agent and the other
Secured Parties under or as a result of this Ageaeand the transactions contemplated hereby.

Section 12.4 No Waiver, Rights and Remedies

No failure on the part of the Agent or any otheciBed Party or any assignee of any Secured Pagyeixise, and no delay in
exercising, any right or remedy hereunder shaltatgeas a waiver thereof; nor shall any singleasti@l exercise of any right or remedy
hereunder preclude any other or further exerciseetif or the exercise of any other right. The sgirid remedies herein provided are
cumulative and not exclusive of any rights and rdiee provided by law.

Section 12.5 Binding Effect

This Agreement shall be binding upon and inurdlienefit of the Borrower, the Agent, the Seciredies, the Backup Servicer and
their respective successors and permitted assighdraaddition, the provisions of Section 2.8((ijland_Section 2.8(b)(8nd (xii) shall
inure to the benefit of each Hedge Counterpartyetivr or not that Hedge Counterparty is a Secusety P
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Section 12.6 Term of this Agreement

This Agreement, including, without limitation, tB®rrower’s obligation to observe its covenantsfegh in Article V and VI, and the
Servicer’s obligation to observe its covenantdaeh in Article VIl , shall remain in full force and effect until thel@ction Dateprovided
that the rights and remedies with respect to apgadir of any representation and warranty made oné@enade by the Borrower pursuant to
Article 1V and the indemnification and payment provisions dfcde X and the provisions of Section 12.40d Section 12.14hall be
continuing and shall survive any termination ostAgreement. For the avoidance of doubt, amoumtsiréng on deposit in the Reserve
Account, the Collection Account, the Principal @alion Account and the Interest Collection Accaaifitér the Collection Date shall be the
property of the Borrower.

Section 12.7 GOVERNING LAW; CONSENT TO JURISDICTION ; WAIVER OF OBJECTION TO VENUE .

THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUEIN ACCORDANCE WITH, THE LAWS OF THE STATE
OF NEW YORK. EACH OF THE PARTIES HERETO AND THE HEE COUNTERPARTY HEREBY AGREES TO THE NON-
EXCLUSIVE JURISDICTION OF ANY FEDERAL COURT LOCATEMWITHIN THE STATE OF NEW YORK. EACH OF THE
PARTIES HERETO AND THE HEDGE COUNTERPARTY HEREBY WMES ANY OBJECTION BASED ON FORUM NON
CONVENIENS, AND ANY OBJECTION TO VENUE OF ANY ACTI® INSTITUTED HEREUNDER IN ANY OF THE
AFOREMENTIONED COURTS AND CONSENTS TO THE GRANTINGF SUCH LEGAL OR EQUITABLE RELIEF AS IS DEEMED
APPROPRIATE BY SUCH COURT.

Section 12.8 WAIVER OF JURY TRIAL .

TO THE EXTENT PERMITTED BY APPLICABLE LAW, EACH OFHE PARTIES HERETO AND THE HEDGE
COUNTERPARTY WAIVES ANY RIGHT TO HAVE A JURY PARTIGATE IN RESOLVING ANY DISPUTE, WHETHER
SOUNDING IN CONTRACT, TORT, OR OTHERWISE BETWEEN BPARTIES HERETO ARISING OUT OF, CONNECTED WITH,
RELATED TO, OR INCIDENTAL TO THE RELATIONSHIP BETWEN ANY OF THEM IN CONNECTION WITH THIS AGREEMEN"
OR THE TRANSACTIONS CONTEMPLATED HEREBY. INSTEAD,MY SUCH DISPUTE RESOLVED IN COURT WILL BE
RESOLVED IN A BENCH TRIAL WITHOUT A JURY.

Section 12.9 Costs, Expenses and Taxes

(a) In addition to the rights of indemnificationagited to the Agent, the other Secured PartieBaeckup Servicer, any Successor
Servicer and the Trustee and its or their Affilsagand officers, directors, employees and agentsdfender Article Xhereof, the Borrower
agrees to pay on demand all reasonable costs getsss of the Agent and the other Secured Pantiasréd in connection with the
preparation, execution, delivery, administratiodliiling periodic auditing), amendment or modifioatof, or any waiver or consent issued in
connection with, this Agreement and the other danisito be delivered hereunder or in connection

143



herewith, (including any Hedging Agreement) inchgliwithout limitation, the reasonable fees andaftpocket expenses of counsel for the
Agent and the other Secured Parties with respecttih and with respect to advising the Agent aedother Secured Parties as to their
respective rights and remedies under this Agreermahthe other documents to be delivered herewrdarconnection herewith (including
any Hedging Agreement) and all costs and expeifsasy (including reasonable counsel fees and esg&h incurred by the Agent or the
other Secured Parties in connection with the eefoent of this Agreement and the other documerttge elivered hereunder or in
connection herewith (including any Hedging Agreethen

(b) The Borrower shall pay on demand any and athgt, sales, excise and other taxes and fees payaddtermined to be payable in
connection with the execution, delivery, filing aretording of this Agreement, the other documemtset delivered hereunder or any
agreement or other document providing liquidity sap, credit enhancement or other similar suppoérty Lender in connection with this
Agreement or the funding or maintenance of Advamsgsunder.

(c) The Borrower shall pay within 10 Business Dafydemand all other costs, expenses and taxe@rglincome taxes) (“ Other
Costs"), including, without limitation, all reasonablests and expenses incurred by the Agent in cororeatith periodic audits of the
Borrower’s or the Servicer's books and records jestttio the limitations set forth in Section 7)22nd the amount of any taxes and insurance
(to the extent that maintenance of insurance vagipect to the applicable Related Property woulddnemercially reasonable and consistent
with prudent servicing practices) due and unpaicdfyDbligor with respect to any Transferred LoaRelated Property.

Section 12.10 No Proceedings

(a) Each of the parties hereto (other than Fairarayany other Conduit Lender) and each Hedge Cartg hereby agrees that it will
not institute against, or join any other Persomsiituting against, any Conduit Lender, the Agenany Liquidity Banks any Insolvency
Proceeding so long as any Commercial Paper Nataedsby Fairway shall be outstanding and therd sbahave elapsed one year and one
day (or such longer preference period as shall teeim effect) since the last day on which any sDommercial Paper Notes shall have been
outstanding.

(b) Each of the parties hereto (other than the Adegreby agrees that it will not institute agaimstjoin any other Person in instituting
against the Borrower any Insolvency Proceedinggrg ks there shall not have elapsed one year andayn(or such longer preference period
as shall then be in effect) since the CollectioteDa

Section 12.11 Recourse Against Certain Parties

(a) No recourse under or with respect to any ohtigacovenant or agreement (including, withoutitation, the payment of any fees or
any other obligations) of the Borrower, the Semyitiee Agent or any other Secured Party as corddméhis Agreement or any other
agreement, instrument or document entered intd pyrsuant hereto or in connection herewith shalhdd against any Person or any man
or administrator of such Person or any
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incorporator, affiliate, stockholder, officer, emapée or director of such Person or of the Borrowresf any such manager or administrator, as
such, by the enforcement of any assessment oryblegal or equitable proceeding, by virtue of atatige or otherwise.

(b) Notwithstanding anything in this Agreement ay ather Transaction Document to the contrary, padLit Lender shall have any
obligation to pay any amount required to be paidt Imereunder or thereunder in excess of any amawaitable to such Conduit Lender after
paying or making provision for the payment of itsn@nercial Paper Notes. All payment obligationsmof €&onduit Lender hereunder are
contingent upon the availability of funds in excefshe amounts necessary to pay Commercial PapersNand each of the other parties
hereto agree that they shall not have a claim ug8detion 101(5) of the Bankruptcy Code if and ® élxtent that any such payment obliga
exceeds the amount available to such Conduit Letadesly such amounts after paying or making prowigor the payment of its Commercial
Paper Notes.

(c) The provisions of this Section 12.11 shall seethe termination of this Agreement.

Section 12.12 Protection of Security Interest; Appatment of Attorney-in-Fact .

(a) The Borrower shall, or shall cause the Sernwicecause this Agreement, all amendments herattaall financing statements and
continuation statements and any other necessagnuaas covering the right, title and interest & Trustee, on behalf of for the Secured
Parties, and of the Secured Parties to the Cadlateibe promptly recorded, registered and filed at all time to be kept recorded, registered
and filed, all in such manner and in such placenag be required by law fully to preserve and prbtle right, title and interest of the
Trustee, on behalf of the Secured Parties, hereuaddl property comprising the Collateral. TherBaver shall deliver or, shall cause the
Servicer to deliver, to the Trustee (with a copyhte Agent) file-stamped copies of, or filing rgasifor, any document recorded, registered or
filed as provided above, as soon as availableviafig such recording, registration or filing. TherBmwer and the Servicer shall cooperate
fully in connection with the obligations set fodbove and will execute any and all documents reddpmequired to fulfill the intent of this
Section 12.12

(b) The Borrower agrees that from time to timafsaexpense, it will promptly execute and deliviirsstruments and documents, and
take all actions, that may reasonably be necessatgsirable, or that the Agent may reasonablyestjuo perfect, protect or more fully
evidence the security interest Granted to the €rjgin behalf of the Secured Parties, in the @Goljtor to enable the Trustee, on behalf of
the Secured Parties, the Agent or the SecuredeBaatiexercise and enforce their rights and rersduiesunder.

(c) If the Borrower or the Servicer fails to perfoany of its obligations hereunder after five Besis Days’ notice from the Trustee, on
behalf of the Secured Parties, the Agent or angrdflecured Party, the Trustee, on behalf of ther@ddParties, the Agent or any other
Secured Party may (but shall not be required tdppa, or cause performance of, such obligatiort e Trustee’s, the Agestor such othe
Secured Party’s reasonable costs and expensesdddnrconnection therewith shall be payable byBbhaower (if it is the party that
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failed to perform, or by the Servicer that failssmperform if it is an Affiliate of the Borroweals provided in Article X as applicable. The
Borrower irrevocably authorizes the Trustee andbayp the Trustee as its attorney-in-fact to acbehalf of the Borrower, (i) to file
financing statements necessary or desirable ieriththe Agent’s or the Trusteesole discretion to perfect and to maintain théegeéon anc
priority of the interest of the Secured Partiethia Collateral and (ii) to file a carbon, photodrapor other reproduction of this Agreement or
any financing statement with respect to the Caltdtas a financing statement in such offices dweibf the Trustee or the Agent in its sole
discretion deems necessary or desirable to pafetto maintain the perfection and priority of thierests of the Secured Parties in the
Collateral. This appointment is coupled with arefast and is irrevocable.

(d) Without limiting the generality of the foregginBorrower will, on or prior to February 28 of éagear commencing in 2008 unless
the Collection Date shall have occurred, if reqeedty the Agent in its reasonable discretion, @elor cause to be delivered to the Agent and
the Trustee an Opinion of the Counsel for Borroweform and substance reasonably satisfactorggddgent, confirming and updating the
opinion delivered pursuant to Section @ith respect to perfection and otherwise to thectfthat the Collateral hereunder continues to be
subject to a perfected security interest in faidhe Trustee on behalf of the Secured Partiegestto no other Liens of record except as
provided herein or otherwise permitted hereundéickvopinion may contain usual and customary assiomg limitations and exceptions.

Section 12.13 Confidentiality.

(a) Each of the Agent, the Secured Parties anBdnewer shall maintain and shall cause each artployees and officers to maintain
the confidentiality of this Agreement and the otbenfidential proprietary information with respeéatthe other parties hereto and their
respective businesses obtained by it or them im@ction with the structuring, negotiating and extecuof the transactions contemplated
herein, except that each such party and its offiaed employees may (i) disclose such informatidtstexternal accountants, investigators,
auditors, attorneys, investors, potential investorsther agents engaged by such party in conmewtith any due diligence or comparable
activities with respect to the transactions andaetal contemplated herein and the agents of Backons, (ii) disclose any information as
required to be publicly filed with or furnishedttte Securities and Exchange Commission, or asnextjbly Applicable Law, (iii) disclose the
existence of this Agreement, but not the finant@ains thereof and (iv) disclose the Agreement arcth snformation in any suit, action,
proceeding or investigation (whether in law or quigy or pursuant to arbitration) involving anytbe Transaction Documents or any Hed
Agreement for the purpose of defending itself, madg its liability, or protecting or exercising any its claims, rights, remedies, or interests
under or in connection with any of the Transactmtuments or any Hedging Agreement.

(b) Anything herein to the contrary notwithstanditige Borrower hereby consents to the disclosusngfnonpublic information with
respect to it for use in connection with the tratisas contemplated herein and in the Transactiocuments (i) to the Agent or the Secured
Parties by each other, (ii) by the Agent or theeotBecured Parties to any prospective or actugitiigi Assignee or participant of any of them
or (iii) by the Agent or the Lenders to any rategency, commercial paper dealer or provider ofratguguaranty or credit or liquidity
enhancement to any Lender and to any officerscttirs, employees, outside accountants and
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attorneys of any of the foregoingrovidedeach such Person is informed of the confidentialneaof such information and agree to be bound
hereby. In addition, any Lender, the Agent andHbedge Counterparty may disclose any such nonpufbemation pursuant to any law, ru
regulation, direction, request or order of any Gaweental Authority to any Person, its external artants, investigators, auditors, attorneys,
any investors, any potential investors or othenmégyengaged by such partiespvidedthat such Persons, external accountants, investigjat
auditors, attorneys, investors, potential inveséms agents are informed of the confidential natdirguch information.

(c) The Borrower and the Servicer each agreesttbhall not (and shall not permit any of its Afifes to) issue any news release or
make any public announcement pertaining to thestretiions contemplated by this Agreement and thesk@ion Documents without the
prior written consent of the Agent (which consemdlsnot be unreasonably withheld) unless such rrelesise or public announcement is
required by law, in which case the Borrower or 8®evicer shall consult with the Agent prior to theuance of such news release or public
announcement. The Borrower and the Servicer eagh moavever, disclose the general terms of the &retiens contemplated by this
Agreement and the Transaction Documents to trasfgitors, suppliers and other similarly situatedsPes so long as such disclosure is not in
the form of a news release or public announcement.

Section 12.14 Third Party Beneficiaries

Except as otherwise specifically provided herdir, parties hereto hereby manifest their intentribahird party, other than the Hedge
Counterparties, shall be deemed a third party leiaef of this Agreement, and specifically that tBbligors are not third party beneficiaries
of this Agreement.

Section 12.15 Execution in Counterparts; Severabii; Integration .

This Agreement may be executed in any number ofteosparts and by different parties hereto in séparaunterparts, each of which
when so executed shall be deemed to be an origivtball of which when taken together shall constittne and the same agreement. In case
any provision in or obligation under this Agreemshall be invalid, illegal or unenforceable in guasisdiction, the validity, legality and
enforceability of the remaining provisions or olligns, or of such provision or obligation in arter jurisdiction, shall not in any way be
affected or impaired thereby. This Agreement corstdiie final and complete integration of all peapressions by the parties hereto with
respect to the subject matter hereof and shalltitotesthe entire agreement among the parties dievigh respect to the subject matter hereof,
superseding all prior oral or written understandinther than any fee letter delivered to the Agiat,Lenders and the Secured Parties.

Section 12.16 Waiver of Setoff

Each of the parties hereto hereby waives any gfbketoff it may have or which it may be entitletter this Agreement from time to
time against any Lender or its assets.
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Section 12.17 Assignments by the Lenders

With the prior written consent of the Borrower (ehiconsent shall not be unreasonably withheldf €éander may at any time assign,
or grant a security interest or sell a participafiterest in, any Advance (or portion thereofaity Personprovidedthat (i) no such consent
the Borrower shall be required following the ocemge of a Termination Event; (ii) in the case ohasignment of the Variable Funding Note
with respect to such Lender, the assignee (otlar dimy assignee described in the following promjsaxecutes and delivers to the Servicer,
the Agent and the Trustee a fully-executed Assigrtraad Acceptance and a Transferee Letter); andifiy Conduit Lender shall not need
prior consent to at any time assign, or grant arsgdnterest or sell a participation interestamy Advance (or portion thereof) to a Liquidity
Bank or any commercial paper conduit sponsored lbig@dity Bank. The Borrower shall not assign @lebate, or grant any interest in, or
permit any Lien to exist upon, any of the Borroweaights, obligations or duties under this Agreetweithout the prior written consent of the
Agent and the Hedge Counterparty.

Section 12.18 Heading and Exhibits

The headings of the various Articles and Secti@reih are for purposes of references only and sloalbtherwise affect the meaning or
interpretation of any provision hereof. The schedwnd exhibits attached hereto and referred &rhehall constitute a part of this
Agreement and are incorporated into this Agreerfarall purposes.

Section 12.19 Sharing of Payments on Transferred lams Subject to the Retained Interest Provisions

(a) With respect to any Transferred Loan whereQhiginator holds a Retained Interest, the Borrowdlrown only the principal portio
of such Transferred Loans outstanding as of théicgippe Cuteff Date. Principal Collections received by the\&ggr on any such Transfert
Loan will be allocated first to the portion of su€hansferred Loan owned by the Borrower, until pni@cipal amount of such portion is
reduced to zero, and then to the portion not ovinethe Borrowerprovidedthat if a payment with respect to such Transfelreah is
delinquent beyond any applicable grace period, Bramcipal Collections received on the applicablarBferred Loan will be allocated
between the portion owned by the Borrower and tirign not owned by the Borrowesto ratabased upon the outstanding principal amount
of each such portion.

(b) With respect to any Transferred Loan subje¢héoRetained Interest provisions of this Agreemitierest Collections received by
the Servicer on those Transferred Loans will becalled between the portion not owned by the Borr@md the portion owned by the
Borrower on gro ratabasis according to the outstanding principal amofieiach such portion.

(c) Notwithstanding the foregoing or anything te tontrary contained herein or any Transaction Dwnt, any payments made by any
Hedge Counterparty pursuant to the terms of thegelédyreements shall be solely for the benefit efBlorrower, subject to the lien of the
Trustee on behalf of the Secured Parties, and sbabe subject to thero ratasharing provisions of Section 12.19(a furtherance of the
foregoing clause of this paragraph, the Originhtreby releases any right, title, or interest iyhave in or to any payment made or to be
made at any time by any Hedge Counterparty purdoahe terms of any Hedge Agreement.
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Section 12.20 NosConfidentiality of Tax Treatment .

All parties hereto agree that each of them and etieir employees, representatives, and othantageay disclose to any and alll
persons, without limitation of any kind, the tagdtment and tax structure of the transaction dndatkrials of any kind (including, without
limitation, opinions or other tax analyses) that provided to any of them relating to such taxttreant and tax structure. “Tax treatment” and
“tax structure” shall have the same meaning as serohs have for purposes of Treasury Regulatioti®@et.6011-4providedthat with
respect to any document or similar item that ihazittase contains information concerning the &atinent or tax structure of the transaction
as well as other information, the provisions o§tBiection 12.28hall only apply to such portions of the documargimilar item that relate to
the tax treatment or tax structure of the tranesastcontemplated hereby.

Section 12.21 Representations and Warranties of tHeenders.

By entering into this Agreement (including by meahan Assignment and Acceptance or a Joinder Supght, as applicable), each
Lender represents and warrants that it is (a) agiBhasing for its own account or for the accafra QIB purchasing its interest in a
Variable Funding Note in reliance on Rule 144A, gh)institutional “accredited investor” (within theeaning of Rule 501(a)(1)—(3) or
(7) under the Securities Act, (c) not a U.S. peod is purchasing its interest in a Variable Fngdiote in an offshore transaction within
meaning of, and in accordance with Rule 903 or ROk of, Regulation S under the Securities Ac{ddmpurchasing its interest in a Variable
Funding Note pursuant to another exemption availabder the Securities Act and in accordance withagplicable state securities laws.

Section 12.22 Lender Agents

Each Lender Agent that is a party hereto shallfi#led to act on behalf of its respective Lendeail matters which such Lender could
or is entitled to undertake pursuant to the terfrthie Agreement, and shall be entitled to exereisg of the rights and powers of such Lender
to the same extent as such Lender, including, withmitation, the right to receive any paymentg do such Lender hereunder, to exercise
any consent rights on behalf of such Lender anddseive any reports, notices and other informatiotoehalf of such Lender.

Section 12.23 Relationship

It is the intent of the parties that during themef this Agreement, all services performed byBlaekup Servicer will be rendered as
agent for the Agent and the other Secured PaNiething set forth herein shall be deemed to retiteparties as joint ventures or partners
and the parties shall take no action or make apresentations that the Backup Servicer is anyththgr than agent of the Agent and Secured
Parties in performing the Servicing Duties.

[The remainder of this page is intentionally left bank.]
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IN WITNESS WHEREOF, the parties have caused thise@ignent to be executed by their respective offitteseunto, duly authorized,
as of the date first above written.

KOHLBERG CAPITAL FUNDING LLC | ,as
the Borrowel

By: /s/ Michael I. Wirth
Name Michael I. Wirth
Title: Authorized Perso

KOHLBERG CAPITAL CORPORATION , as
the Originator and the Servic

By: /s/ Michael I. Wirth
Name Michael I. Wirth
Title: Chief Financial Officel

[SIGNATURES CONTINUED ON FOLLOWING PAGE]
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RIVERSIDE FUNDING LLC,
as a Conduit Lende

By: /s/ Andrew L. Stidc

Name Andrew L. Stidd
Title: Vice Presiden

Acknowledged

DEUTSCHE BANK AG, NEW YORK BRANCH,
as Lender Agent for Riverside Funding L!

By: /s/ Daniel Pietrzal

Name Daniel Pietrzal
Title: Vice Presiden

By: /s/ Peter Kimr

Name Peter Kim
Title: Vice Presiden

[SIGNATURES CONTINUED ON FOLLOWING PAGE]
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FAIRWAY FINANCE COMPANY, LLC,
as a Conduit Lende

By: /s/ Amy S. Keith

Name Amy S. Keith
Title: Vice Presiden

[SIGNATURES CONTINUED ON FOLLOWING PAGE]
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BMO CAPITAL MARKETS CORP., as the Agen

By: /s/ David J. Kucer

Name David J. Kucer:
Title: Managing Directo

[SIGNATURES CONTINUED ON FOLLOWING PAGE]
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LYON FINANCIAL SERVICES, INC,,
d/b/a U.S. Bank Portfolio Services
as the Backup Servic

By: /s/ Joseph Andrie

Name Joseph Andrie
Title: Senior Vice Presidel

[SIGNATURES CONTINUED ON FOLLOWING PAGE]
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U.S. BANK NATIONAL ASSOCIATION,
as the Truste

By: /s/ Scott Holme:

Name Scott Holmes
Title: Assistant Vice Preside
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List of Subsidiaries

Katonah Debt Advisors, L.L.GY
Kohlberg Capital Funding LLC

Katonah Management Holdings LL&

()]
(@)

Katonah X Management LLO®@

Represents a wholly-owned portfolio company thaiosconsolidated for financial reporting purposes.
Katonah X Management LLC is a wholly-owned subsidia Katonah Management Holdings LLC.

Exhibit 21.1

Jurisdiction

Delawart
Delawart

Delawart
Delawart



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statement on Form S-8 (No. 333-14)1886ur report dated March 23,
2007, relating to the financial statements andnfaia highlights of Kohlberg Capital Corporationpagaring in this Annual Report on Form
10-K of Kohlberg Capital Corporation for the peribécember 11, 2006 (commencement of operationgligiir December 31, 2006.

/s| DELOITTE& T OUCHELLP

New York, New York
March 26, 200"



Exhibit 31.1

CERTIFICATION PURSUANT TO
RULE 13a-14(a) and 15d-14(a) UNDER THE SECURITIES KRCHANGE ACT OF 1934,
AS AMENDED

I, Dayl W. Pearson, certify that:

1. I have reviewed this annual report on Form 1finkthe year ended December 31, 2006 of Kohlbengjt&@laCorporation (the
“registrant”);

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigtatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyehis report based on such
evaluation; and

d) Disclosed in this report any change in the teghid’s internal control over financial reportirntgat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual r¢ploat has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s Board of Direct@os persons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Date: March 29, 2007 By: s/ __DAYL W. PEARSON

Dayl W. Pearson
President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION PURSUANT TO
RULE 13a-14(a) and 15d-14(a) UNDER THE SECURITIES KRCHANGE ACT OF 1934,
AS AMENDED

[, Michael I. Wirth, certify that:

1. I have reviewed this annual report on Form 1finkthe year ended December 31, 2006 of Kohlbengjt&@laCorporation (the
“registrant”);

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigtatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyehis report based on such
evaluation; and

d) Disclosed in this report any change in the teghid’s internal control over financial reportirntgat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual r¢ploat has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s Board of Direct@os persons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Date: March 29, 2007 By: s/ __MicHAEL I. W IRTH

Michael I. Wirth
Chief Financial Officer and Chief Compliance Office




Exhibit 32.1

CERTIFICATION PURSUANT TO
SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Annual RepbiKa@hlberg Capital Corporation (the “Company”) oarfh 10K for the year ende
December 31, 2006 (the “Report”), |, Dayl W. Pearderesident and Chief Executive Officer of the @amy, certify, pursuant to 18 U.S.C.
81350, as adopted pursuant to §906 of the Sarl@rkes-Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or Section 15(d) of the Secigiixchange Act of 1934, as
amended; and

(2) The information contained in the Report faphgesents, in all material respects, the finan@aldition and results of operations
of the Company.

Date: March 29, 2007 By: s/ __DAYL W. PEARSON

Dayl W. Pearson
President and Chief Executive Officer




Exhibit 32.2

CERTIFICATION PURSUANT TO
SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES CODE,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Annual RepbiKa@hlberg Capital Corporation (the “Company”) oarfh 10K for the year ende
December 31, 2006 (the “Report”), I, Michael I. ¥irPrincipal Financial and Accounting Officer bEtCompany, certify, pursuant to 18
U.S.C. 81350, as adopted pursuant to 8906 of tHeaSas-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or Section 15(d) of the Secigiixchange Act of 1934, as
amended; and

(2) The information contained in the Report faphgesents, in all material respects, the finan@aldition and results of operations
of the Company.

Date: March 29, 2007 By: s/ MICHAEL |. W IRTH
Michael I. Wirth
Chief Financial Officer and Chief Compliance Office
(Principal Financial and Accounting Officer)




