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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549
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(Mark One)

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

For the fiscal year ended December 31, 2010

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934.
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Delaware 20-0344947
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)

100 Federal St., 31st Floor, Boston, MA 02110
(Address of Principal Executive Offices) (Zip Code)

Registrant�s Telephone Number, Including Area Code: 800-454-4424

Securities registered pursuant to 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, par value $0.001 per share NASDAQ Global Select Market

Securities registered pursuant to 12(g) of the Act:

None.

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  ¨    No  x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  ¨    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the Registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.    ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨

Non-Accelerated filer x (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Securities Exchange Act of
1934).    Yes  ¨    No  x

The aggregate market value of common stock held by non-affiliates of the Registrant on June 30, 2010 based on the closing price on that date of
$11.50 on the NASDAQ Global Select Market was $228 million. For the purposes of calculating this amount only, all directors and executive
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officers of the Registrant have been treated as affiliates.

Portions of the Registrant�s definitive Proxy Statement relating to its 2011 Annual Meeting of Stockholders, to be filed pursuant to Regulation
14A with the Securities and Exchange Commission, are incorporated by reference into Part III of this Annual Report on Form 10-K as indicated
herein.

As of March 14, 2011, there were 20,039,985 shares of the Registrant�s common stock outstanding.
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PART I

In this annual report on Form 10-K, except where the context suggests otherwise, the terms �we,� �us,� �our� and �THL Credit� refer to
THL Credit, Inc.; �THL Credit Advisors,� the �Advisor� or the �Administrator� refers to THL Credit Advisors LLC; �Greenway� refers to
THL Credit Greenway Fund LLC; �THL Credit Opportunities� refers to THL Credit Opportunities, L.P.; �BDC Holdings� refers to THL
Credit Partners BDC Holdings, L.P.; and �THL Credit Group� refers to THL Credit Group, L.P. Some of the statements in this annual
report constitute forward-looking statements, which relate to future events, future performance or financial condition. These
forward-looking statements involve risk and uncertainties and actual results could differ materially from those projected in the
forward-looking statements for any reason, including those factors discussed in �Risk Factors� and elsewhere in this report.

Item 1. Business
General

We are an externally-managed, non-diversified closed-end management investment company incorporated in Delaware on May 26, 2009, that
has elected to be regulated as a business development company, or BDC, under the Investment Company Act of 1940, or 1940 Act. On April 21,
2010, we completed our initial public offering, formally commencing principal operations. In addition, we have elected to be treated for tax
purposes as a regulated investment company, or RIC, under Subchapter M of the Internal Revenue Code of 1986, or the Code. In 2009, the
Company was treated for tax purposes as a corporation. Our investment activities are managed by THL Credit Advisors and supervised by our
board of directors, a majority of whom are independent of THL Credit Advisors and its affiliates. As a BDC, we are required to comply with
certain regulatory requirements. See �Regulation� for discussion of BDC regulation and other regulatory considerations.

Our investment objective is to generate both current income and capital appreciation, primarily through investments in privately negotiated debt
and equity securities of middle market companies. We invest primarily in subordinated debt, or mezzanine debt, and junior capital, which in
certain cases includes an associated equity component such as warrants, preferred stock or other similar securities. In certain instances we will
also make direct equity investments. We define middle market companies to mean both public and privately-held companies with annual
revenues of between $25 million and $500 million. We expect to generate returns through a combination of contractual interest payments on
debt investments, equity appreciation (through options, warrants, conversion rights or direct equity investments) and origination and similar fees.
We can offer no assurances that we will achieve our investment objective.

We believe there are significant opportunities to finance middle market companies that require capital for growth and acquisitions. We also
believe that, as a result of the recent credit crisis, a significant investment opportunity exists to invest in middle market companies requiring
mezzanine debt to recapitalize their balance sheets. Additionally, we generally do not intend to invest in start-up companies, operationally
distressed situations or companies with speculative business plans. Furthermore, we may invest throughout an entity�s capital structure, which
may include senior secured loans, common and preferred equity, options and warrants, high-yield bonds and other structured securities. In
addition, we may from time to time invest up to 30% of our assets opportunistically in other types of investments, including the securities of
larger public companies and foreign securities. We anticipate that, over time, our investment portfolio will consist primarily of investments in
junior capital.

It is also our belief that a combination of sponsored and unsponsored mezzanine investments is important to having the most attractive
opportunities across investment cycles, and to that end our nationwide origination efforts target both private equity sponsors and referral sources
of unsponsored companies.

Unsponsored companies are either privately-held companies typically owned and controlled by entrepreneurs rather than private equity firms or
microcap public companies, or those public companies with
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market capitalization of less than $300 million. We believe that unsponsored middle market companies represent a large, attractive and less
competitive mezzanine investment opportunity for two primary reasons: (1) the number of unsponsored companies far exceeds the number of
sponsored companies; and (2) most mezzanine investors focus primarily on sponsored companies. We also believe that investments in
unsponsored companies will provide for the most attractive economics, alignment of interests with management and the greatest control for us as
an investor because unsponsored companies generally have less access to capital providers.

With respect to sponsored transactions, which we define as those companies controlled by private equity firms, or sponsors, we expect the
demand for leveraged buyouts to grow as mergers and acquisition activity increases, although with reduced senior lending from banks and
collateralized loan obligation vehicles. We believe junior capital providers will see increasing opportunities to fill the financing gap. We expect
significant demand from sponsors who need to recapitalize the balance sheets of certain of their portfolio companies or, in certain situations,
acquire portfolio companies.

We are generally required to invest at least 70% of our total assets primarily in securities of private and certain U.S. public companies (other
than certain financial institutions), cash, cash equivalents and U.S. government securities and other high quality debt investments that mature in
one year or less.

We may borrow money from time to time within the levels permitted by the 1940 Act (which generally allows us to incur leverage for up to one
half of our assets) when the terms and conditions available are favorable to long-term investing and well-aligned with our investment strategy
and portfolio composition. We do not plan to incur significant leverage, or to pay significant interest in respect thereof, until after the proceeds
of our initial public offering are substantially invested in accordance with our investment objective and do not intend to incur leverage in excess
of 33% of our total assets after giving effect to such leverage. In determining whether to borrow money, we will analyze the maturity, covenant
package and rate structure of the proposed borrowings as well as the risks of such borrowings compared to our investment outlook. The use of
borrowed funds or the proceeds of preferred stock to make investments would have its own specific set of benefits and risks, and all of the costs
of borrowing funds or issuing preferred stock would be borne by holders of our common stock.

THL Credit Advisors LLC

Our investment activities are managed by our investment adviser, THL Credit Advisors. THL Credit Advisors is responsible for sourcing
potential investments, conducting research on prospective investments, analyzing investment opportunities, structuring our investments, and
monitoring our investments and portfolio companies on an ongoing basis. THL Credit Advisors was formed as a Delaware limited liability
company on June 26, 2009 and is registered as an investment adviser under the Investment Advisers Act of 1940, or the Advisers Act. THL
Credit Advisors is led by James K. Hunt, W. Hunter Stropp and Sam W. Tillinghast, who, along with Terrence W. Olson, Stephanie Paré
Sullivan, Christopher J. Flynn and Kunal M. Soni, constitute its principals. We refer to these individuals collectively as the THL Credit
Principals. The THL Credit Principals and other investment professionals make up our investment team. THL Credit Advisors is owned and
controlled by the THL Credit Principals and a partnership consisting of certain of the partners of THL Partners.

Before joining THL Credit Group, an affiliate of THL Credit Advisors, in 2007, Messrs. Hunt, Tillinghast and Stropp, who collectively have
investment experience of 24 years on average and 14 years at a minimum, were responsible for over $40 billion in investments over the period
from 1990 to 2006. Messrs. Hunt and Tillinghast separately had ultimate investment authority for SunAmerica Corporate Finance and the
Private Placement Group of AIG, respectively, where these investments were made. The responsibilities of these individuals included sourcing,
identifying, evaluating, structuring, managing and monitoring mezzanine debt, leveraged loans, private placements and private equity
investments. Over the past three years, these individuals have held ultimate responsibility for approximately $320 million in investments. The
THL Credit Principals have worked together extensively in the past and have invested through multiple business and credit cycles, investing
across the entire capital structure. We believe the THL Credit Principals bring a unique investment perspective
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and skill set by virtue of their complementary, collective experience as both debt and equity investors. In addition, we believe they bring an
active equity ownership mentality and intend to focus on adding value to portfolio companies through board representation, when possible,
active monitoring and direct dialogue with management.

THL Credit Advisors also serves as our administrator and leases office space to us and provides us with equipment and office services. The tasks
of our administrator include overseeing our financial records, preparing reports to our stockholders and reports filed with the SEC and generally
monitoring the payment of our expenses and the performance of administrative and professional services rendered to us by others.

Thomas H. Lee Partners, L.P. (�THL Partners�)

Founded in 1974, THL Partners is one of the oldest and largest private equity investment firms in the United States. Since its establishment,
THL Partners has raised approximately $22 billion of equity capital and together with its affiliates, completed acquisitions of more than 100
businesses, with an aggregate purchase price in excess of $125 billion and over 200 add-on transactions. THL Partners focuses its high
value-added strategy on growth businesses and seeks to partner with the best managers in an industry to build great companies. We benefit from
THL Credit Advisors� relationship with THL Partners. THL Credit Advisors has access to the contacts and industry knowledge of THL Partners�
investment team to enhance its transaction sourcing capabilities and consults with the THL Partners team on specific industry issues, trends and
other matters to complement our investment process. A partnership consisting of certain partners of THL Partners holds a 50% economic interest
in THL Credit Advisors, subject to certain preferred payment obligations if such partnership makes additional capital contributions in excess of
its original investment in THL Credit Advisors.

Market opportunity

We intend to invest primarily in private subordinated debt investments of middle market companies. We believe the environment for investing in
middle market companies is attractive for several reasons, including:

Consolidation among commercial banks has reduced the focus on middle market business. We believe that many senior lenders have
de-emphasized their service and product offerings to middle market companies in favor of lending to large corporate clients, managing capital
markets transactions and providing other non-credit services to their customers. Further, many financial institutions and traditional lenders are
faced with constrained balance sheets and are requiring existing borrowers to reduce leverage.

Middle market companies are increasingly seeking lenders with long-term permanent capital for debt and equity capital. We believe that many
middle market companies prefer to execute transactions with private capital providers such as us, rather than execute high-yield bond or equity
transactions in the public markets, which may necessitate increased financial and regulatory compliance and reporting obligations. Further, we
believe many middle market companies are inclined to seek capital from a small number of providers with access to permanent capital that can
satisfy their specific needs and can serve as value-added financial partners with an understanding of, and longer-term view oriented towards the
growth of such businesses.

The current market environment may mean more favorable terms for investments in middle market companies. We believe the tight supply of all
forms of credit due to deleveraging by banks, hedge funds and structured investment vehicles, such as CLOs, will remain for years and that this
situation provides a promising environment in which to originate mezzanine investments. This has resulted in mezzanine investments being
characterized by lower leverage multiples, higher current returns, greater opportunity for equity appreciation, better prepayment protection,
tighter deal structures and more meaningful financial covenants. We cannot, however, provide any assurance as to the length of time this tight
credit supply will persist.
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Investment strategy

Our investment objective is to generate both current income and capital appreciation, primarily through investments in privately negotiated debt
and equity securities of middle market companies. We invest primarily in private subordinated debt, which in certain cases includes an
associated equity component such as warrants or other similar securities. In certain instances we will also make direct equity investments. Our
capital is used to support organic growth, acquisitions, market or product expansion, and recapitalizations. As such, our investment adviser
targets companies with strong operators or management teams which maintain a strong alignment of interests in their business and are seeking
capital to grow the company. In these situations, a substantial portion of the shareholders� net worth is subordinated to our debt instrument,
reinforcing this alignment of interests.

Our strategy includes an intensive and proactive sourcing of transactions by our investment adviser who targets investments in both sponsored
and unsponsored middle market companies. Sponsored investments, or investments in companies that are controlled by private equity firms, are
sourced via long-standing relationships of the THL Credit Principals and ongoing development of new relationships with referral sources and
equity sponsors who view our investment adviser as a partner in the transaction, rather than simply a source of capital to leverage their returns.
Unsponsored investments are largely sourced from a variety of regional and local intermediaries, including regional investment banking firms,
business brokers, accountants and lawyers, rather than large commercial or investment banks. For information regarding differences between
sponsored and unsponsored transactions, see �Item 1. Business � General� above.

We believe a strategy focused on mezzanine debt in middle market companies has a number of compelling attributes. First, the market for these
instruments is relatively inefficient, allowing an experienced investor an opportunity to produce high risk-adjusted returns. Second, downside
risk can be managed through an extensive credit-oriented underwriting process, creative structuring techniques and intensive portfolio
monitoring. We believe private mezzanine investments generally require the highest level of credit and legal due diligence among debt or credit
asset classes. Lastly, compared with equity investments, returns on mezzanine loans tend to be less volatile given the substantial current return
component and seniority in the capital structure relative to equity.

We have submitted to the Investment Division of the Small Business Administration (the �SBA�) a Management Assessment Questionnaire, the
first step in the process of applying to license a Small Business Investment Company (the �SBIC�). The SBIC, which would be a wholly-owned
subsidiary of THL Credit Inc., would have investment objectives similar to ours and would make similar types of investments in accordance
with SBA regulations. The SBIC would be subject to regulation and oversight by the SBA. There can be no assurance that we will be granted an
SBIC license in a timely manner or at all.

Competitive advantages

We believe that, although THL Credit Advisors is a newly-organized investment adviser and has limited experience managing a business
development company, we possess the following competitive advantages over many other capital providers to middle market companies:

Highly experienced management team. Before joining an affiliate of THL Credit Advisors three years ago, Messrs. Hunt, Tillinghast and Stropp,
who have 24 years of investment experience on average and 14 years at a minimum, have been responsible for over $40 billion in investments,
which included identifying, evaluating, structuring, managing and monitoring mezzanine debt, leveraged loans, private placements and private
equity investments. The THL Credit Principals have worked together extensively in the past and have invested through multiple business and
credit cycles, investing across the entire capital structure with the objective of generating attractive, long-term, risk-adjusted returns. Significant
to executing on our strategy will be the THL Credit Principals� unique investment perspective and skill-set by virtue of their complementary
collective experience as both debt and equity investors. In addition, we believe the THL Credit Principals bring an active equity
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ownership mentality and intend to focus on adding value to portfolio companies through board representation, active monitoring and direct
dialogue with management.

No legacy portfolio. As a newly-formed company, we are not adversely affected by deteriorating credit quality of investments held in any legacy
portfolios that were built or acquired prior to the fourth quarter of 2008. We believe this provides us with a significant competitive advantage as
we will be able to deploy our available capital into investments that have been structured and priced to reflect current, rather than historical,
market conditions. Additionally, our efforts can be more focused on sourcing and accessing new investments. There can be no assurance,
however, that we will be able to avoid losses or deterioration in the credit quality of our investments.

National middle market origination platform. With offices in Boston, Houston and Los Angeles, THL Credit Advisors has deep and diverse
national origination relationships in the mezzanine and private equity markets. These relationships provide an important channel through which
our investment adviser expects to generate deal flow consistent with our investment strategy. Members of THL Credit Advisors� investment team
have relationships with investment bankers, commercial bankers (national, regional and local), lawyers, accountants and business brokers as
well as access to the extensive network of THL Partners. THL Credit Advisors actively utilizes these relationships and networks to source and
execute attractive investments, and maintains a database and set of reports where the details of all potential investment opportunities are tracked.
Further, we believe the investment history and long-standing reputation of the THL Credit Advisors investment team members in the market
allow THL Credit Advisors an early look at new investment opportunities.

Ability to execute unsponsored mezzanine transactions. THL Credit Advisors believes it is one of the few credit market participants that actively
seek unsponsored investments and possesses the experience and resources to source unsponsored mezzanine transactions. Furthermore, THL
Credit Advisors has the capability to perform the rigorous in-house due diligence, structuring and monitoring activities necessary to execute such
transactions.

Investment selection

Our value-oriented investment philosophy is primarily focused on maximizing yield relative to risk. Upon identifying a potential opportunity,
THL Credit Advisors performs an initial screen to determine whether pursuing intensive due diligence is merited. As part of this process, we
have identified several criteria we believe are important in evaluating and investing in prospective portfolio companies. These criteria provide
general guidelines for our investment decisions. However, each prospective portfolio company in which we choose to invest may not meet all of
these criteria.

Value orientation/positive cash flow. Our investment philosophy places a premium on fundamental credit analysis and has a distinct value
orientation. We generally focus on companies in which we can invest at relatively low multiples of operating cash flow and that are profitable at
the time of investment on an operating cash flow basis. Although we obtain liens on collateral when appropriate and available, we are primarily
focused on the predictability of future cash flow. We generally do not intend to invest in start-up companies or companies with speculative
business plans.

Seasoned management with significant equity ownership. Strong, committed management teams are important to the success of an investment
and we invest in companies where strong management teams are either already in place or where new management teams have been identified.
Additionally, we generally require the portfolio companies to have in place compensation provisions that appropriately incentivize management
to succeed and to act in our interests as investors.

Strong competitive position. We seek to invest in companies that have developed competitive advantages and defensible market positions within
their respective markets and are well positioned to capitalize on growth opportunities.
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Exit strategy. We seek companies that we believe will generate consistent cash flow to repay our loans and reinvest in their respective
businesses. We expect such internally generated cash flow in portfolio companies to be a key means by which we exit from our investments over
time. In addition, we invest in companies whose business models and expected future cash flows offer attractive exit possibilities for the equity
component of our returns. These companies include candidates for strategic acquisition by other industry participants and companies that may
repay our investments through an initial public offering of common stock or another capital market transaction.

Due diligence and investment process

We employ a rigorous and disciplined underwriting and due diligence process. Our process includes a comprehensive understanding of a
borrower�s industry, market, operational, financial, organizational and legal position and prospects. We seek borrowers that have proven
management teams that have a vested interest in the company in the form of a meaningful level of equity ownership, that generate stable and
predictable cash flow, and whose market position is defensible. We invest in companies with the expectation that we will own the investment
through a complete business cycle, and possibly a recession, and we determine the appropriate amount of debt for the company accordingly. In
addition, we view a sale of the company which might result in a refinancing of our investment as a possibility but not an expectation. We
conduct thorough reference and background checks on senior management for all mezzanine transactions. Our intention is to craft strong and
lender-friendly credit agreements with covenants, events of default, remedies and inter-creditor agreements being an integral part of our legal
documents.

Our due diligence typically includes the following elements (although not all elements will necessarily form part of every due diligence project):

Issuer Characteristics: key levers of the business including a focus on drivers of cash flow and growth; revenue visibility; customer and supplier
concentrations; historical revenue and margin trends; fixed versus variable costs; free cash flow analysis; company performance in view of
industry performance; and sensitivity analysis around various future performance scenarios (with a focus on downside scenario analysis);

Industry Analysis: including the company�s position within the context of the general economic environment and relevant industry cycles;
industry size and growth rates; competitive landscape; barriers to entry and potential new entrants; product position and defensibility of market
share; technological, regulatory and similar threats; and pricing power and cost considerations;

Management: including the quality, breadth and depth of the issuer�s management; track record and prior experience; background checks;
reputation; compensation and equity incentives; corporate overhead; and motivation; interviews with management, employees, customers and
vendors;

Financial Analysis: an understanding of relevant financial ratios and statistics, including various leverage, liquidity, free cash flow and fixed
charge coverage ratios; impact on ratios in various future performance scenarios and comparison of ratios to industry competitors; satisfaction
with the auditor of the financial statements; quality of earnings analysis;

Capital Structure: diverse considerations regarding leverage (including understanding seniority and leverage multiples); ability to service debt;
collateral and security protections; covenants and guarantees; equity investment amounts and participants (where applicable); and review of
other significant structural terms and pertinent legal documentation; and

Collateral and Enterprise Value: analysis of relevant collateral coverage, including assets on a liquidation basis and enterprise value on a going
concern basis; matrix analysis of cash flow and valuation multiples under different scenarios along with recovery estimates; comparison to
recent transaction multiples and valuations.
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Investment committee

The purpose of the Investment Committee is to evaluate and approve as deemed appropriate all investments by THL Credit Advisors. The
committee process is intended to bring the diverse experience and perspectives of the committee�s members to the analysis and consideration of
every investment. The committee also serves to provide investment consistency and adherence to THL Credit Advisors� investment philosophies
and policies. The investment committee also determines appropriate investment sizing and suggests ongoing monitoring requirements.

In addition to reviewing investments, the committee meetings serve as a forum to discuss credit views and outlooks. Potential transactions and
deal flow are also reviewed on a regular basis. Members of our investment team are encouraged to share information and views on credits with
the committee early in their analysis. This process improves the quality of the analysis and assists the deal team members to work more
efficiently.

Each transaction is presented to the investment committee in a formal written report. Our investment committee currently consists of James K.
Hunt, W. Hunter Stropp, Sam W. Tillinghast, Christopher J. Flynn and Kunal M. Soni. To approve a new investment, or to exit or sell an
existing investment, the consent of a majority of the five members of the committee is required, with Mr. Hunt, the Chief Executive Officer,
having veto power.

Investment structure

Our investment objective is to generate both current income and capital appreciation, primarily through investments in privately negotiated debt
and equity securities of middle market companies. We invest primarily in private subordinated debt, or mezzanine debt, and junior capital, which
in many cases includes an associated equity component such as warrants, preferred stock or other similar securities. In certain instances we also
make direct equity investments. We generally do not intend to invest in start-up companies, operationally distressed situations or companies with
speculative business plans. In order to achieve our investment objective, we will compose a portfolio that will include primarily mezzanine loans
by investing an average of approximately $10 million to $25 million of capital per transaction. Generally, mezzanine loans rank subordinate in
priority of payment to senior debt, such as senior bank debt, and are often unsecured. However, mezzanine loans rank senior to common and
preferred equity in a borrowers� capital structure. Typically, mezzanine loans have elements of both debt and equity instruments, offering the
fixed returns in the form of interest payments associated with debt, while providing lenders an opportunity to participate in the capital
appreciation of a borrower, if any, through an equity interest. This equity interest typically takes the form of warrants to purchase common stock.
Due to its higher risk profile and often less restrictive covenants as compared to senior loans, mezzanine loans generally earn a higher return
than senior secured loans. The warrants associated with mezzanine loans are typically detachable, which allows lenders to receive repayment of
their principal on an agreed amortization schedule while retaining their equity interest in the borrower. We believe that mezzanine loans offer an
attractive investment opportunity based upon their historic returns and resilience during economic downturns.

We may invest throughout an entity�s capital structure, which may include senior secured loans, common and preferred equity, options and
warrants, high-yield bonds and other structured securities.

In addition, we may invest up to 30% of our portfolio in opportunistic investments which will be intended to diversify or complement the
remainder of our portfolio and to enhance our returns to stockholders. These investments may include high-yield bonds, private equity
investments, securities of public companies that are broadly traded and securities of non-U.S. companies. We expect that these public companies
generally will have debt securities that are non-investment grade.

Once we have determined that a prospective portfolio company is suitable for investment, we work with the management of that company and
its other capital providers, including, as applicable, senior, junior, and equity
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capital providers, to structure an investment. We negotiate among these parties to agree on how our investment is expected to perform relative to
the other capital in the portfolio company�s capital structure.

We structure our mezzanine investments, or junior capital, primarily as unsecured, subordinated loans that provide for relatively high, fixed
interest rates that will provide us with current interest income. These loans typically have interest-only payments in the early years, with
amortization of principal deferred to the later years. In some cases, we may enter into loans that, by their terms, convert into equity or additional
debt securities or defer payments of interest for the first few years after our investment. Also, in some cases our mezzanine loans will be
collateralized by a subordinated lien on some or all of the assets of the borrower. Typically, our mezzanine loans will have maturities of five to
ten years. In determining whether a prospective mezzanine loan investment satisfies our investment criteria, we generally seek a high total return
potential, although there can be no assurance we will find investments satisfying that criterion or that any such investments will perform in
accordance with expectations. To the extent we invest in senior secured loans, we expect such loans to have terms of three to ten years and may
provide for deferred interest payments in the first few years of the term of the loan. To the extent we invest in senior secured loans, we obtain
security interests in the assets of these portfolio companies that serve as collateral in support of the repayment of these loans. This collateral may
take the form of first or second priority liens on the assets of a portfolio company. We expect that the interest rate on senior secured loans
generally will range between 2% and 10% over the London Interbank Offer Rate, or LIBOR, which is a rate that changes daily and reflects the
rate at which large banks lend to one another.

We tailor the terms of the investment to the facts and circumstances of the transaction and the prospective portfolio company, negotiating a
structure that protects our rights and manages our risk while creating incentives for the portfolio company to achieve its business plan and
improve its profitability. We seek to limit the downside potential of our investments by:

� requiring a total return on our investments (including both interest and potential equity appreciation) that compensates us for credit
risk; and

� negotiating covenants in connection with our investments that afford our portfolio companies as much flexibility in managing their
businesses as possible, consistent with preservation of our capital. Such restrictions may include affirmative and negative covenants,
default penalties, lien protection, change of control provisions and board rights, including either observation or rights to a seat on the
board under some circumstances or participation rights.

Our investments may include equity features, such as warrants or options to buy a minority interest in the portfolio company. Any warrants we
receive with our debt securities generally require only a nominal cost to exercise, and thus, as a portfolio company appreciates in value, we may
achieve additional investment return from this equity interest. We may structure the warrants to provide provisions protecting our rights as a
minority-interest holder, as well as puts, or rights to sell such securities back to the company, upon the occurrence of specified events. In many
cases, we also obtain registration rights in connection with these equity interests, which may include demand and �piggyback� registration rights.

Managerial assistance

As a BDC, we offer, and must provide upon request, managerial assistance to certain of our portfolio companies. This assistance could involve,
among other things, monitoring the operations of our portfolio companies, participating in board and management meetings, consulting with and
advising officers of portfolio companies and providing other organizational and financial guidance. We may receive fees for these services and
will reimburse THL Credit Advisors as our Administrator for its allocated costs in providing such assistance subject to review and approval by
our board of directors. THL Credit Advisors will provide such managerial assistance on our behalf to portfolio companies that request this
assistance.
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Staffing

We do not currently have any employees. Our Advisor and Administrator have hired and expect to continue to hire professionals with skills
applicable to our business plan and investment objective, including experience in middle market investment, leveraged finance and capital
markets. Each of our executive officers is an employee of our Advisor or Administrator. Our executive officers are also executive officers of our
Advisor. Our day-to-day investment operations are managed by our Advisor. Our Advisor currently has 12 investment professionals who focus
on origination and transaction development and monitoring of our investments. We reimburse our Advisor for costs and expenses incurred by
our Advisor for office space rental, office equipment and utilities allocable to our Advisor under the management agreement, as well as any costs
and expenses incurred by our Advisor relating to any non-investment advisory, administrative or operating services provided by our Advisor to
us. In addition, we reimburse our Administrator for our allocable portion of expenses it incurs in performing its obligations under the
administration agreement, including rent and our allocable portion of the cost of certain of our officers and their respective staffs.

Monitoring

We view active portfolio monitoring as a vital part of our investment process. We consider board observation rights, regular dialogue with
company management and sponsors, and detailed internally generated monitoring reports to be critical to our performance. We have developed a
monitoring template that promotes compliance with these standards and that is used as a tool by THL Credit Advisors� investment committee to
assess investment performance relative to plan. In addition, our portfolio companies may rely on us to provide financial and capital market
expertise and may view us as a value-added resource.

As part of the monitoring process, THL Credit Advisors continually assesses the risk profile of each of our investments and will rate them based
on the following categories, which we refer to as THL Credit Advisors� investment performance rating, or IPR:

1 � Performing at or above plan.

2 � Watch / minor risk. Portfolio company operating below plan but in compliance with financial covenants and performance is expected to
improve.

3 � Significant risk. Portfolio company performing materially below plan and may be in default of financial covenants. Loss of principal not
expected but returns likely impaired.

4 � Potential impairment. Focus is on preservation of capital.

For any investment rated 2, 3 or 4, our manager increases its level of focus and prepares regular updates for the investment committee
summarizing current operating results, material impending events and recommended actions.

The Advisor monitors and, when appropriate, changes the investment ratings assigned to each investment in our portfolio. In connection with
our investment valuation process, the Advisor and Board of Directors review these investment ratings on a quarterly basis. Our average
investment rating was 1.17 at December 31, 2010. We did not have any portfolio companies at December 31, 2009. The following is a
distribution of the investment ratings of our portfolio companies at December 31, 2010:

Grade 1 $ 127,689,411
Grade 2 25,839,768
Grade 3 �  
Grade 4 �  

Total investments $ 153,529,179
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Competition

Our primary competitors to provide financing to middle market companies include public and private funds, commercial and investment banks,
commercial finance companies and private equity and hedge funds. Many of our competitors are substantially larger and have considerably
greater financial and marketing resources than we do. For example, some competitors may have access to funding sources that are not available
to us. In addition, some of our competitors may have higher risk tolerances or different risk assessments, which could allow them to consider a
wider variety of investments and establish more relationships than us. Furthermore, many of our competitors are not subject to the regulatory
restrictions that the 1940 Act imposes on us as a BDC or to the distribution and other requirements we must satisfy to maintain our favorable
RIC tax status.

Investment management agreement

THL Credit Advisors serves as our investment adviser. THL Credit Advisors is registered as an investment adviser under the Advisers Act.
Subject to the overall supervision of our board of directors, THL Credit Advisors manages the day-to-day operations of, and provide investment
advisory and management services to, THL Credit, Inc. The address of THL Credit Advisors is 100 Federal Street, 31st Floor, Boston,
Massachusetts 02110.

Under the terms of our investment management agreement, THL Credit Advisors:

� determines the composition of our portfolio, the nature and timing of the changes to our portfolio and the manner of implementing
such changes;

� identifies, evaluates and negotiates the structure of the investments we make (including performing due diligence on our prospective
portfolio companies); and

� closes, monitors and administers the investments we make, including the exercise of any voting or consent rights.
THL Credit Advisors� services under the investment management agreement are not exclusive, and it is free to furnish similar services to other
entities so long as its services to us are not impaired.

Pursuant to our investment management agreement, we pay THL Credit Advisors a fee for investment advisory and management services
consisting of a base management fee and a two-part incentive fee.

Management Fee. The base management fee is calculated at an annual rate of 1.5% of our gross assets payable quarterly in arrears on a calendar
quarter basis. For purposes of calculating the base management fee, �gross assets� is determined without deduction for any liabilities. For the first
quarter of our operations, the base management fee was calculated based on the initial value of our gross assets. Beginning with our second
quarter of operations, the base management fee was calculated based on the value of our gross assets at the end of the most recently completed
calendar quarter, and appropriately adjusted for any share issuances or repurchases during the current calendar quarter. Base management fees
for any partial quarter are appropriately prorated.

Incentive Fee. The incentive fee has two components, ordinary income and capital gains, calculated as follows:

The ordinary income component is calculated and payable quarterly in arrears based on our preincentive fee net investment income for the
immediately preceding calendar quarter, subject to a total return requirement and deferral of non-cash amounts, and will be 20.0% of the
amount, if any, by which our preincentive fee net investment income, expressed as a rate of return on the value of our net assets attributable to
our common stock, for the immediately preceding calendar quarter exceeds a 2.0% (which is 8.0% annualized) hurdle rate and a �catch-up�
provision measured as of the end of each calendar quarter. Under this provision, in any calendar quarter, our investment adviser receives no
incentive fee until our preincentive fee net investment income equals the hurdle rate of 2.0%, but then receives, as a �catch-up,� 100% of our
preincentive fee net investment income with respect to that portion of such preincentive fee net investment income, if any, that exceeds the
hurdle rate
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but is less than 2.5%. The effect of the �catch-up� provision is that, subject to the total return and deferral provisions discussed below, if
preincentive fee net investment income exceeds 2.5% in any calendar quarter, our investment adviser receives 20.0% of our preincentive fee net
investment income as if a hurdle rate did not apply. For this purpose, preincentive fee net investment income means interest income, dividend
income and any other income (including any other fees, such as commitment, origination, structuring, diligence, managerial assistance and
consulting fees or other fees that we receive from portfolio companies) accrued during the calendar quarter, minus our operating expenses for the
quarter (including the base management fee, expenses payable under the administration agreement (as defined below), and any interest expense
and any dividends paid on any issued and outstanding preferred stock, but excluding the incentive fee and any offering expenses and other
expenses not charged to operations but excluding certain reversals to the extent such reversals have the effect of reducing previously accrued
incentive fees based on the deferral of non-cash interest). Preincentive fee net investment income includes, in the case of investments with a
deferred interest feature (such as original issue discount, debt instruments with PIK interest and zero coupon securities), accrued income that we
have not yet received in cash. The foregoing incentive fee is subject to a total return requirement, which provides that no incentive fee in respect
of the Company�s preincentive fee net investment income will be payable except to the extent 20.0% of the cumulative net increase in net assets
resulting from operations over the then current and 11 preceding quarters exceeds the cumulative incentive fees accrued and/or paid for the 11
preceding quarters. In other words, any ordinary income incentive fee that is payable in a calendar quarter will be limited to the lesser of (i) 20%
of the amount by which our preincentive fee net investment income for such calendar quarter exceeds the 2.0% hurdle, subject to the �catch-up�
provision, and (ii) (x) 20% of the cumulative net increase in net assets resulting from operations for the then current and 11 preceding calendar
quarters minus (y) the cumulative incentive fees accrued and/or paid for the 11 preceding calendar quarters. For the foregoing purpose, the
�cumulative net increase in net assets resulting from operations� is the amount, if positive, of the sum of preincentive fee net investment income,
base management fees, realized gains and losses and unrealized appreciation and depreciation of the Company for the then current and 11
preceding calendar quarters. In addition, the portion of such incentive fee that is attributable to deferred interest (such as PIK interest or OID)
will be paid to THL Credit Advisors, together with interest thereon from the date of deferral to the date of payment, only if and to the extent we
actually receive such interest in cash, and any accrual thereof will be reversed if and to the extent such interest is reversed in connection with any
write-off or similar treatment of the investment giving rise to any deferred interest accrual. Any reversal of such accounts would reduce net
income for the quarter by the net amount of the reversal (after taking into account the reversal of incentive fees payable) and would result in a
reduction and possibly elimination of the incentive fees for such quarter. There is no accumulation of amounts on the hurdle rate from quarter to
quarter and accordingly there is no clawback of amounts previously paid if subsequent quarters are below the quarterly hurdle and there is no
delay of payment if prior quarters are below the quarterly hurdle.

Preincentive fee net investment income does not include any realized capital gains, realized capital losses or unrealized capital appreciation or
depreciation. Because of the structure of the incentive fee, it is possible that we may pay an incentive fee in a quarter where we incur a loss,
subject to the total return requirement and deferral of non-cash amounts. For example, if we receive preincentive fee net investment income in
excess of the quarterly minimum hurdle rate, we will pay the applicable incentive fee even if we have incurred a loss in that quarter due to
realized and unrealized capital losses. Our net investment income used to calculate this component of the incentive fee is also included in the
amount of our gross assets used to calculate the 1.5% base management fee. These calculations will be appropriately pro rated for any period of
less than three months and adjusted for any share issuances or repurchases during the current quarter.
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The following is a graphical representation of the calculation of the income-related portion of the incentive fee:

Quarterly Incentive Fee Based on Net Investment Income

Pre-incentive fee net investment income (expressed as a percentage of the value of net assets)

Percentage of pre-incentive fee net investment income allocated to first component of incentive fee

The capital gains component of the incentive fee is determined and payable in arrears as of the end of each calendar year (or upon termination of
the investment management agreement, as of the termination date), commencing on December 31, 2010, and is equal to 20.0% of our
cumulative aggregate realized capital gains from inception through the end of that calendar year, computed net of our aggregate cumulative
realized capital losses and our aggregate cumulative unrealized capital depreciation through the end of such year, less the aggregate amount of
any previously paid capital gains incentive fees, provided that the incentive fee determined as of December 31, 2010 will be calculated for a
period of shorter than twelve calendar months to take into account any realized capital gains computed net of all realized capital losses and
unrealized capital depreciation for the period ending December 31, 2010. If such amount is negative, then no capital gains incentive fee will be
payable for such year. Additionally, if the investment management agreement is terminated as of a date that is not a calendar year end, the
termination date will be treated as though it were a calendar year end for purposes of calculating and paying the capital gains incentive fee.

Examples of Quarterly Incentive Fee Calculation

Example 1: Income Portion of Incentive Fee before Total Return Requirement Calculation:

Assumptions

� Hurdle rate(1) = 2.00%

� Base management fee(2) = 0.375%

� Other expenses (legal, accounting, custodian, transfer agent, etc.)(3) = 0.40%
Alternative 1

Additional Assumptions

� Investment income (including interest, dividends, fees, etc.) = 1.25%

� Pre-incentive fee net investment income (investment income�(base management fee + other expenses)) = 0.475%
Pre-incentive net investment income does not exceed hurdle rate, therefore there is no incentive fee.
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Alternative 2

Additional Assumptions

� Investment income (including interest, dividends, fees, etc.) = 2.90%

� Preincentive fee net investment income (investment income�(base management fee + other expenses)) = 2.125%
Preincentive fee net investment income exceeds hurdle rate, therefore there is an incentive fee.

Incentive fee = (100% × �Catch-Up�) + (the greater of 0% AND (20.0% × (preincentive fee net investment income�2.5%)))

= (100.0% x (preincentive fee net investment income�2.00%)) +0%

= (100.0% x (2.125%�2.00%))

= 100% x 0.125%

= 0.125%

Alternative 3

Additional Assumptions

� Investment income (including interest, dividends, fees, etc.) = 3.50%

� Preincentive fee net investment income (investment income�(base management fee + other expenses)) = 2.725%
Preincentive fee net investment income exceeds hurdle rate, therefore there is an incentive fee.

Incentive Fee = (100% × �Catch-Up�) + (the greater of 0% AND (20.0% × (preincentive fee net investment income�2.5%)))

= (100% × (2.5%�2.0%)) + (20.0% × (2.725%�2.5%))

= 0.5% + (20.0% × 0.225%)

= 0.5% + 0.045%

= 0.545%

(1) Represents 8.0% annualized hurdle rate.
(2) Represents 1.5% annualized base management fee.
(3) Excludes organizational and offering expenses.
Example 2: Income Portion of Incentive Fee with Total Return Requirement Calculation:

Assumptions
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� Hurdle rate (1) = 2.00%

� Base management fee (2) = 0.375%

� Other expenses (legal, accounting, transfer agent, etc.)(3)= 0.40%

� Cumulative incentive compensation accrued and/or paid for preceding 11 calendar quarters = $9,000,000
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Alternative 1

Additional Assumptions

� Investment income (including interest, dividends, fees, etc.) = 3.50%

� Preincentive fee net investment income (investment income � (base management fee + other expenses)) = 2.725%

� 20.0% of cumulative net increase in net assets resulting from operations over current and preceding 11 calendar quarters =
$8,000,000

Although our preincentive fee net investment income exceeds the hurdle rate of 2.0% (as shown in Alternative 3 of Example 1 above), no
incentive fee is payable because 20.0% of the cumulative net increase in net assets resulting from operations over the then current and 11
preceding calendar quarters did not exceed the cumulative income and capital gains incentive fees accrued and/or paid for the preceding 11
calendar quarters.

Alternative 2

Additional Assumptions

� Investment Income (including interest, dividends, fees, etc.) = 3.50%

� Preincentive fee net investment income (investment income � (base management fee + other expenses)) = 2.725%.

� 20% of cumulative net increase in net assets resulting from operations over current and preceding 11 calendar quarters =
$10,000,000

Because our preincentive fee net investment income exceeds the hurdle rate of 2.0% and because 20.0% of the cumulative net increase in net
assets resulting from operations over the then current and 11 preceding calendar quarters exceeds the cumulative income and capital gains
incentive fees accrued and/or paid for the preceding 11 calendar quarters, an incentive fee would be payable, as shown in Alternative 3 of
Example 1 above.

(1) Represents 8.0% annualized hurdle rate.
(2) Represents 1.5% annualized base management fee.
(3) Excludes organizational and offering expenses.
Example 3: Capital Gains Portion of Incentive Fee:

Alternative 1:

Assumptions

� Year 1: $20 million investment made in Company A (�Investment A�), and $30 million investment made in Company B (�Investment
B�)
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� Year 2: Investment A sold for $50 million and fair market value, or FMV, of Investment B determined to be $32 million
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