
 
 

Third Quarter 2016 Earnings Presentation 



This presentation includes forward-looking statements. The matters discussed in this presentation, as well as in 
future oral and written statements by management of KCAP Financial, Inc., that are forward-looking statements 
are based on current management expectations that involve substantial risks and uncertainties which could cause 
actual results to differ materially from the results expressed in, or implied by, these forward-looking statements. 
Forward-looking statements relate to future events or our future financial performance. We generally identify 
forward-looking statements by terminology such as ‘‘may,’’ ‘‘will,’’ ‘‘should,’’ ‘‘expects,’’ ‘‘plans,’’ ‘‘anticipates,’’ 
‘‘could,’’ ‘‘intends,’’ ‘‘target,’’ ‘‘projects,’’ ‘‘contemplates,’’ ‘‘believes,’’ ‘‘estimates,’’ ‘‘predicts,’’ ‘‘potential’’ or 
‘‘continue’’ or the negative of these terms or other similar words. Important assumptions include our ability to 
acquire or originate new investments, achieve certain margins and levels of profitability, the availability of 
additional capital, and the ability to maintain certain debt to asset ratios. In light of these and other uncertainties, 
the inclusion of a projection or forward-looking statement in this presentation should not be regarded as a 
representation by us that our plans or objectives will be achieved.  

There are a number of important risks and uncertainties that could cause our actual results to differ materially 
from those indicated by such forward-looking statements.  You should not place undue reliance on these forward-
looking statements. The forward-looking statements relate only to events as of the date on which the statements 
are made. We undertake no obligation to update any forward-looking statement to reflect events or circumstances 
occurring after the date of this presentation. 

This presentation may also contain non-GAAP financial information. The Company’s management uses this 
information in its internal analysis of results and believes that this information may be informative to investors in 
gauging the quality of the Company’s financial performance, identifying trends in our results and providing 
meaningful period-to-period comparisons.  
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Forward Looking / Non-GAAP Information 



Q3 2016 Highlights 
 Net Investment Income of $0.12 per basic share for  Q3’16 and  $0.18 for Q3’15 

 Taxable Distributable Income of $0.12 per basic share for Q3’16 and $0.21 for 
Q3’15 

 Cash distributed by Asset Manager Affiliates in excess of their taxable earnings was 
$0.02 per basic share for both Q3’16 and Q3’15 

 Investment Income on debt securities portfolio represented ~58% of total company 
Investment Revenue vs. ~54% in Q3’15 and ~54% in Q2’16 

 Weighted average yield on our debt securities portfolio was 7.1% in Q3’16 and 
7.4% in Q3’15 

 Distributed $750,000 in Q3’16, compared with $2.3 million in Q3’15 

 Continue to warehouse for a new CLO fund 

 Portfolio is well diversified across 29 different industries and 98 different entities 
with an average debt investment of approximately $2.7 million 

 Only 1 issuer is on non-accrual status, representing <1% of loans 

 Net Asset Value of $5.38, down 1% from $5.45 in Q2’16 

 $0.15 distribution declared for Q3’16 

Components of 
Distributable Resources 

Distributions 

Credit Performance 

Debt Securities 
Portfolio 

Net Asset Value 

3 Data as of, or for the three months ended 9/30/16 unless otherwise noted 

Asset Manager 



 Invested $17 million in new originations during the third quarter 
 Funded out of repayments and asset sales 

 

 Weighted average yield on our debt securities portfolio was 7.1% in Q3 2016, down 
from 7.2% in Q2’16 and 7.4% in Q3’15 
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Originations and Repayments 



Delivering balanced sources of distributable cash flow  

5 

Components of distributable RESOURCES 

Data as of, or for the nine months ended 09/30/16 unless otherwise noted 

Shareholder Distributions per share 3Q16¹ 

Net investment income $ 0.39     

Tax Accounting Difference on CLO Equity 
Investments 

0.03 

Other Tax Accounting Differences (0.02)  

Taxable distributable income 0.40 

Cash distributed to the Company by Asset Manager 
Affiliates in excess of their taxable 
earnings    0.03 

Available for distribution² 0.43 

Distributed   0.45 

Difference $ (0.02) 

¹ Table may not foot due to rounding. 
² The "Available for distribution" financial measure is a non-GAAP financial measure 
that is calculated by including the cash distributed to the Company by 
the Asset Manager Affiliates in excess of their taxable earnings to the Company's 
taxable distributable income, which is the most directly comparable GAAP 
financial measure. In order to reconcile the "Available for distribution“ financial 
measure to taxable distributable income per share in accordance with 
GAAP, the $0.03 and $0.08 per share of cash distributed to the Company by the Asset 
Manager Affiliates in excess of their taxable earnings is subtracted 
from the "Available for distribution" financial measure, for the nine months ended 
September 30, 2016 and 2015, respectively. The Company's management 
believes that the presentation of the non-GAAP "Available for distribution" financial 
measure provides useful information to investors. 

Nine Months Ended 
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Nine Months Ended
September 30, 2016

AMA Cash in
Excess of
Taxable E&P

CLO Cash in
Excess of
GAAP Income

Other

Dividends
from Asset
Manager
Affiliates
Interest on
CLO Fund
Securities
(GAAP)
Interest
Income from
Debt
Securities
Total
Investment
Income

Taxable
Distributable
Income

$ in Distribution 



PORTFOLIO HIGHLIGHTS 
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PORTFOLIO DEBT SECURITIES - INDUSTRY DIVERSIFICATION 

Data as of 9/30/16 

19% 

9% 

7% 

6% 

6% 
5% 

5% 

4% 

4% 

4% 

3% 

3% 

3% 

2% 

2% 

2% 

2% 

13% 

Healthcare & Pharmaceuticals

Services: Business

Consumer goods: Non-durable

Beverage, Food and Tobacco

Portfolio Company Loan

Telecommunications

Environmental Industries

High Tech Industries

Media: Advertising, Printing & Publishing

Consumer goods: Durable

Energy: Oil & Gas

Capital Equipment

Transportation: Cargo

Media: Broadcasting & Subscription

Services: Consumer

Forest Products & Paper

Automotive

Other



 In our portfolio of debt securities, only one was on non-accrual status (representing 
less than 1% of total investments at fair value). 

 

 The credit quality of our current portfolio remains strong. 
 

 86% of the debt securities portfolio is secured as of September 30, 2016. 
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Strong Credit Quality 

Data as of 9/30/16 unless otherwise noted 



NET ASSET VALUE INVESTMENT PORTFOLIO 

Financial Highlights 

Data as of, or for the three months ended 09/30/16 unless otherwise noted 8 

June 30, 2016   
Cost/Amortized 

Cost   Fair Value 
Money Market Accounts  $  15,379,713  $  15,379,713 

Senior Secured Loan   207,336,757   200,021,049 

Junior Secured Loan 40,175,253    38,432,562 

Senior Unsecured Loan   23,000,000     23,000,000 

First Lien Bond 3,000,000    1,035,000 

Senior Secured Bond   1,507,492    1,400,625 

CLO Fund Securities 66,714,991    45,126,919 

Equity Securities   10,208,846    4,392,696 

Asset Manager Affiliates          55,341,231           43,425,000 
Total Assets $ 422,664,283  $  372,213,564 

September 30, 2016   Fair Value 
NAV per 

Share 
Investments at Fair Value         
Investments in money markets $ 15,379,713 $ 0.41 
Investments in debt securities 263,889,236 7.10 
Investments in CLO Fund securities   45,126,919   1.21 
Investments in equity securities 4,392,696 0.12 
Investments in Asset Manager Affiliates   43,425,000   1.17 
Total Investments 372,213,564 10.01 
Other assets 15,895,434 0.43 
Total assets $ 388,108,998 $ 10.44 

Borrowings $ 175,679,934 $ 4.73 
Other Liabilities 12,525,691 0.34 
Total Liabilities 188,205,625 5.06 
NET ASSET VALUE $ 199,903,373 $ 5.38 
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