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2  2  T h is p resen tatio n  co n tain s “fo rw ard  - lo o k in g ” statem en ts, in clu d in g  statem en ts reg ard in g  th e p ro p o sed  tran sactio n s. S u ch  fo rw ard  - lo o k in g  statem en ts reflect cu rren t v iew s w ith  resp ect to  fu tu re ev en ts an d  fin an cial p erfo rm an ce, an d  each  o f S ierra In co m e C o rp o ratio n  (“S ierra”), Med ley  C ap ital C o rp o ratio n  (“MC C ”) an d  Med ley  Man ag em en t In c. (“MD L Y ”) m ay  m ak e related  o ral fo rw ard  - lo o k in g  statem en ts o n  o r fo llo w in g  th e d ate h ereo f. S tatem en ts th at in clu d e th e w o rd s “sh o u ld ,” “w o u ld ,” “ex p ect,” “in ten d ,” “p lan ,” “b eliev e,” “p ro je ct, ” “an ticip ate,” “seek ,” “w ill,” an d  sim ilar statem en ts o f a fu tu re o r fo rw ard  - lo o k in g  n atu re id en tify  fo rw ard  - lo o k in g  statem en ts in  th is m ateria l o r sim ilar o ral statem en ts fo r p u rp o ses o f th e U .S . fed eral secu rities law s o r o th erw ise. B ecau se fo rw ard  - lo o k in g  statem en ts, su ch  as th e d ate t h at th e p arties ex p ect th e p ro p o sed  tran sactio n s to  b e co m p leted  an d  th e ex p ectatio n  th at th e p ro p o sed  tran sactio n s w ill p ro v id e im p r o v e d  liq u id ity  fo r S ierra, MC C , an d  MD L Y  sto ck h o ld ers an d  w ill b e accretiv e to  n et in v estm en t in co m e fo r b o th  S ierra an d  MC C , in clu d e risk s an d  u n certain ties, actu al resu lts m ay  d iffer m aterially  fro m  th o se ex p ressed  o r im p lied  an d  in clu d e, b u t are n o t lim ited  to , th o s e d  iscu ssed  in  each  o f S ierra’s, MC C ’s an d  MD L Y ’s filin g s w ith  th e S ecu rities an d  E x ch an g e C o m m issio n  (th e “S E C ”), an d  (i) th e satisfactio n  o r w a iv e r o f clo sin g  co n d itio n s relatin g  to  th e p ro p o sed  tran sactio n s d escrib ed  h erein , in clu d in g , b u t n o t lim ited  to , th e req u isite ap p ro v als o f th e sto ck h o ld ers o f each  o f S ierra, MC C , an d  MD L Y , S ierra su ccessfu lly  tak in g  all actio n s reaso n ab ly  req u ired  w ith  resp ect to  certain  o u tstan d in g  in  d eb ted n ess o f MC C  an d  MD L Y  to  p rev en t an y  m aterial ad v erse effect relatin g  th ereto , certain  req u ired  ap p ro v als o f th e S E C  an d  th e S m all B u sin ess A d m in istratio n , th e n ecessary  co n sen ts o f certain  th ird  - p arty  ad v iso ry  clien ts o f MD L Y , an d  an y  ap p licab le w aitin g  p erio d  (an d  a n y  ex ten sio n  th ereo f) ap p licab le to  th e tran sactio n s u n d er th e H art - S co tt - R o d in o  A n titru st Im p ro v em en ts A ct o f 1 9 7 6 , as am en d ed , sh all h av e e x p ired  o r b een  term in ated , (ii) th e p arties’ ab ility  to  su ccessfu lly  co n su m m ate th e p ro p o sed  tran sactio n s, an d  th e tim in g  th ereo f, an d  (ii i) th e p o ssib ility  th at co m p etin g  o ffers o r acq u isitio n  p ro p o sals related  to  th e p ro p o sed  tran sactio n s w ill b e m ad e an d , if m ad e, co u ld  b e su cce ssf u l. A d d itio n al risk s an d  u n certain ties sp ecific to  S ierra, MC C  an d  MD L Y  in clu d e, b u t are n o t lim ited  to , (i) th e co sts an d  ex p en ses th at S ie rra , MC C  an d  MD L Y  h av e, an d  m ay  in cu r, in  co n n ectio n  w ith  th e p ro p o sed  tran sactio n s (w h eth er o r n o t th ey  are co n su m m ated ), (ii) th e im p act th at an  y

litig atio n  relatin g  to  th e p ro p o sed  tran sactio n s m ay  h av e o n  an y  o f S ierra, MC C  an d  MD L Y , (iii) th at p ro jectio n s w ith  resp ect to  d iv id en  d s m ay  p ro v e to  b e in co rrect, (iv ) S ierra’s ab ility  to  in v est o u r p o rtfo lio  o f cash  in  a tim ely  m an n er fo llo w in g  th e clo sin g  o f th e p ro p o sed  tra n sactio n s, (v ) th e m ark et p erfo rm an ce o f th e co m b in ed  p o rtfo lio , (v i) th e ab ility  o f p o rtfo lio  co m p an ies to  p ay  in terest an d  p rin cip al in  th e fu  tu r e; (v ii) th e ab ility  o f MD L Y  to  g ro w  its fee earn in g  assets u n d er m an ag em en t; (v iii) w h eth er S ierra, as th e su rv iv in g  co m p an y , w ill trad e w it h  m o re v o lu m e an d  p erfo rm  b etter th an  MC C  an d  MD L Y  p rio r to  th e p ro p o sed  tran sactio n s; an d  (ix ) n eg ativ e effects o f en terin g  in to  th  e p  ro p o sed  tran sactio n s o n  th e trad in g  v o lu m e an d  m ark et p rice o f th e MC C ’s o r MD L Y ’s co m m o n  sto ck . T h e fo reg o in g  rev iew  o f im p o rtan t facto rs sh o u ld  n o t b e co n stru ed  as ex h au stiv e an d  sh o u ld  b e read  in  co n ju n ctio n  w ith  th e o th er cau  tio n ary  statem en ts th at are in clu d ed  in  th e Jo in t P ro x y  S tatem en t/P ro sp ectu s (as d efin ed  b elo w ) relatin g  to  th e p ro p o sed  tran sactio n s, an d  in  each  o f th e p u b lic filin g s o f MC C , S ierra, an d  MD L Y , in clu d in g  th e th e “R isk  F acto rs” sectio n s o f each  o f S ierra’s, MC C ’s an d  MD L Y ’s m o st recen t A n n u al R ep o rt o n  F o rm  1 0  - K  an d  m o st recen t Q u arterly  R ep o rt o n  F o rm  1 0  - Q . T h e fo rw ard  - lo o k in g  statem en ts in  th is p resen tatio n  r ep resen t S ierra’s, MC C ’s an d  MD L Y ’s v iew s as o f th e d ate o f h ereo f. S ierra, MC C  an d  MD L Y  an ticip ate th at su b seq u en t ev en ts an d  d ev elo p  m en  ts w ill cau se th eir v iew s to  ch an g e. H o w ev er, w h ile th ey  m ay  elect to  u p d ate th ese fo rw ard  - lo o k in g  statem en ts at so m e p o in t in  th e fu tu r e, n o n e o f S ierra, MC C  o r MD L Y  h av e th e cu rren t in ten tio n  o f d o in g  so  ex cep t to  th e ex ten t req u ired  b y  ap p licab le law . Y o u  sh o u ld , th ere fo r e, n o t rely  o n  th ese fo rw ard  - lo o k in g  statem en ts as rep resen tin g  S ierra’s, MC C ’s o r MD L Y ’s v iew s as o f an y  d ate su b seq u en t to  th e d ate o f th is m  aterial. Im p o rtan t N o tices

 



 

3  3  Im p o rtan t In fo rm atio n  an d  Wh ere to  F in d  It In  co n n ectio n  w ith  th e p ro p o sed  tran sactio n s, S ierra h as filed  w ith  th e S E C  a R eg istratio n  S tatem en t o n  F o rm  N  - 1 4  th at in clu d es a jo in t p ro x y  statem en t ( co llectiv ely , th e “Jo in t P ro x y  S tatem en t/P ro sp ectu s”) o f S ierra, MC C , an d  MD L Y  . T h e Jo in t P ro x y  S tatem en t/P ro sp ectu s, as ap p licab le, w as first m ailed  o r o th erw ise d eliv ered  to  sto ck h o ld ers o f S ierra, MC C , an d  MD L Y  o n  o r ab o u t D ecem b er 2 1  , 2 0 1 8  . IN V E S T O R S  A N D  S E C U R IT Y  H O L D E R S  A R E  U R G E D  T O  R E A D  T H E  JO IN T  P R O X Y  S T A T E ME N T /P R O S P E C T U S , A S  WE L L  A S  A N Y  A ME N D ME N T S  O R  S U P P L E ME N T S  T O  T H E S E  D O C U ME N T S , C A R E F U L L Y  A N D  IN  T H E IR  E N T IR E T Y  B E C A U S E  T H E Y  C O N T A IN  IMP O R T A N T  IN F O R MA T IO N  A B O U T  S IE R R A , MC C , A N D  MD L Y , T H E  P R O P O S E D  T R A N S A C T IO N S  A N D  R E L A T E D  MA T T E R S , IN C L U D IN G  T H E  IN V E S T ME N T  S T R A T E G IE S , R IS K S  A N D  E X P E N S E S  O F  S IE R R A  A N D  MC C  . In v esto rs an d  secu rity  h o ld ers can  o b tain  th e Jo in t P ro x y  S tatem en t/P ro sp ectu s an d  o th er d o cu m en ts filed  w ith  th e S E C  b y  S ierra, MC C , an d  MD L Y , free o f ch arg e, fro m  th e S E C ’s w eb  site at w w w  . sec . g o v  an d  fro m  S ierra’s w eb site (w w w  . sierrain co m eco rp  . co m ), MC C ’s w eb site (w w w  . m ed ley cap italco rp  . co m ), o r MD L Y ’s w eb site (w w w  . m d ly  . co m ) . In v esto rs an d  secu rity  h o ld ers m ay  also  o b tain  free co p ies o f th e Jo in t P ro x y  S tatem en t/P ro sp ectu s an d  o th er d o cu m en ts filed  w ith  th e S E C  fro m  S ierra, MC C , o r MD L Y  b y  co n tactin g  S am  A n d erso n , Med ley ’s In v esto r R elatio n s co n tact, at 2 1 2  - 7 5 9  - 0 7 7 7  . P articip an ts in  th e S o licitatio n  S ierra, MC C , an d  MD L Y  an d  th eir resp ectiv e d irecto rs, ex ecu tiv e o fficers, o th er m em b ers o f th eir m an ag em en t, em p lo y ees an d  o th er p erso n s m ay  b e d eem ed  to  b e p articip an ts in  th e so licitatio n  o f p ro x ies in  co n n ectio n  w ith  th e p ro p o sed  tran sactio n s . In fo rm atio n  reg ard in g  th e p erso n s w h o  m ay , u n d er th e ru les o f th e S E C , b e co n sid ered  p articip an ts in  th e so licitatio n  o f th e S ierra, MC C , an d  MD L Y  sto ck h o ld ers in  co n n ectio n  w ith  th e p ro p o sed  tran sactio n s is set fo rth  in  th e Jo in t P ro x y  S tatem en t/P ro sp ectu s filed

w ith  th e S E C  . Mo re d etailed  in fo rm atio n  reg ard in g  th e id en tity  o f p o ten tial p articip an ts, an d  th eir d irect o r in d irect in terests, b y  secu rity  h o ld in g s o r o th erw ise, is set fo rth  in  th e Jo in t P ro x y  S tatem en t/P ro sp ectu s an d  in  o th er relev an t m aterials th at m ay  b e to  b e filed  w ith  th e S E C  . T h ese d o cu m en ts m ay  b e o b tain ed  free o f ch arg e fro m  th e so u rces in d icated  ab o v e . N o  O ffer o r S o licitatio n  T h e in fo rm atio n  in  th is p resen tatio n  is fo r in fo rm atio n al p u rp o ses o n ly  an d  sh all n o t co n stitu te an  o ffer to  sell o r th e so licitatio n  o f an  o ffer to  sell o r th e so licitatio n  o f an  o ffer to  b u y  an y  secu rities o r th e so licitatio n  o f an y  v o te o r ap p ro v al in  an y  ju risd ictio n  p u rsu an t to  o r in  co n n ectio n  w ith  th e p ro p o sed  tran sactio n s o r o th erw ise, n o r sh all th ere b e an y  sale, issu an ce o r tran sfer o f secu rities in  an y  ju risd ictio n  in  co n trav en tio n  o f ap p licab le law  . N o  o ffer o f secu rities sh all b e m ad e ex cep t b y  m ean s o f a p ro sp ectu s m eetin g  th e req u irem en ts o f S ectio n  1 0  o f th e S ecu rities A ct o f 1 9 3 3  , as am en d ed  . Im p o rtan t N o tices

 



 

4  T h e co m b in atio n  o f S ierra In co m e C o rp . (“S ierra”), Med ley  C ap ital C o rp . (“MC C ”) an d  Med ley  Man ag em en t In c. (“MD L Y ”) w ill create a lead in g , p u b licly  - trad ed  in tern ally  m an ag ed  B D C  K ey  T ran sactio n  H ig h lig h ts S o u rce: Man ag em en t , Jo in t P ro x y  S tatem en t/P ro sp ectu s, MD L Y  1 0  - Q  1 . S N L  F in an cial as o f Jan u ary  2 , 2 0 1 9 . 2 . E stim ates o f S ierra’s p o st - m erg er fin an cial p o sitio n  are b ased  o n  th e Jo in t P ro x y  S tatem en t/P ro sp ectu s. • ~ $ 2  b illio n  o f assets o n  b alan ce sh eet an d  ~ $ 5  b illio n  o f A U M in clu d in g  th ird  - p arty  cap ital 2  C reates th e 2 n d  larg est in tern ally  m an ag ed  an d  9 th  larg est p u b licly  trad ed  B u sin ess D ev elo p m en t C o m p an y  (“B D C ”) 1  1  C reates a sin g le, larg er, d iv ersified  b alan ce sh eet 2  • S in g le larg er B D C  w ith  ~ 9 2 %  o f sh ares in  free flo at an d  ex p ected  $ 1 .1  b illio n  o f N A V  • S ierra C o m m o n  S to ck  to  b e listed  o n  th e N Y S E  at th e tim e o f clo sin g  P o ten tial to  in crease liq u id ity  fo r sh areh o ld ers o f S ierra, MC C  an d  MD L Y  3  +  +  • E x p ected  to  b e 1 5 .7 %  accretiv e fo r S ierra sh areh o ld ers an d  2 9 .8 %  accretiv e to  MC C  sh areh o ld ers an d  1 8 .5 %  accretiv e to  MC C  sh areh o ld ers assu m in g  flat MD L Y  earn in g s • N II accretio n  ex p ected  to  d riv e in creased  d iv id en d  an d  stro n g er d iv id en d  p ay in g  cap acity  th an  stan d alo n e MC C  E x p ected  to  b e accretiv e to  N et In v estm en t In co m e (“N II”) p er sh are fo r S ierra an d  MC C  4  P o ten tial u p sid e to  fu tu re v alu atio n  as a resu lt o f in tern alizatio n   o p eratio n al efficien cy  fro m  sim p lified  stru ctu re 5  • In creased  size an d  d iv ersificatio n  w ith  p o ten tial fo r b ro ad er access to  fin an cin g  m ark ets an d  lo w er fin an cin g  co sts o v er tim e • L o w er n o n  - accru als an d  safer, m o re d iv ersified  p o rtfo lio  ex p ected  • S im p lified  stru ctu re • P o ten tial h ig h er v alu atio n  m u ltip les fo r in tern ally  v ersu s ex tern ally  - m an ag ed  p u b licly  trad ed  B D C s b ased  o n  o b serv ed  p rice - to  - N A V  ratio s o v er 1  - , 3  - an d  5  - y ear p erio d s 1  • G reater b o ard  in d ep en d en ce (fiv e o u t o f th e six  d irecto rs o n  th e b o ard  o f th e C o m b in ed  C o m p an y  w ill b e in d ep en d en t) • In creased  o p eratio n al efficien cy  • A sset m an ag em en t su b sid iary  h as th e p o ten tial to  d riv e g ro w th  in  N II an d  N A V  o v er tim e

 



 

5  B en efits o f T ran sactio n  fo r MC C  S h areh o ld ers v s. S tatu s Q u o  E x p ected  K ey  B en efits o f C o m p letin g  T ran sactio n    Im p ro v ed  co rp o rate g o v ern an ce th ro u g h  in tern alizatio n  o f m an ag em en t   3 0 %  in crease in  d istrib u tio n s to  MC C  sh areh o ld ers   P o ten tial sig n ifican t accretio n  to  N II   P o ten tial u p sid e to  fu tu re v alu atio n  as a resu lt o f in tern alizatio n  an d  in v estm en t strateg y    L arg er, m o re d iv ersified  p o rtfo lio  an d  b alan ce sh eet   S im p lified  stru ctu re d riv es o p eratin g  efficien cy    P o ten tially  in creased  liq u id ity , size an d  scale K ey  R isk s o f T erm in atin g  T ran sactio n  □  P o ten tial fo r red u ced  d iv id en d  □  P o ten tial fo r co n tin u ed  g reater v alu atio n  d isco u n t □  In creased  stan d alo n e cred it risk  v s. C o m b in ed  C o m p an y  □  S tan d alo n e b u sin ess is less efficien t th an  C o m b in ed  C o m p an y  MC C  sh areh o ld ers are b etter p o sitio n ed  w ith in  th e C o m b in ed  C o m p an y  1  S o u rce: Man ag em en t, Jo in t P ro x y  S tatem en t/P ro sp ectu s. 1 . C o m b in ed  C o m p an y  d efin ed  as th e resu lt o f th e Merg er o f MC C  in to  S ierra an d  th e acq u isitio n  o f MD L Y  b y  S ierra; MD L Y  to  o p erat e a s a su b sid iary  o f S ierra.

 



 

6  6  R ev iew  o f In d ep en d en t D ecisio n  F ram ew o rk  x  T h ree S p ecial C o m m ittees w ere fo rm ed  an d  co n sisted  so lely  o f in d ep en d en t d irecto rs x  T h ree in d ep en d en t fin an cial ad v iso rs p ro v id ed  th eir resp ectiv e S p ecial C o m m ittee w ith  in d ep en d en t ad v ice an d  a fairn ess o p in io n  x  T h ree in d ep en d en t law  firm s w ith  d eep  in stitu tio n al k n o w led g e ad v ised  th eir resp ectiv e in d ep en d en t S p ecial C o m m ittee o n  th e tran sactio n  x  MC C  an d  S ierra in d ep en d en t d irecto rs co n d u ct o n g o in g  an d  th o ro u g h  rev iew  o f th e in v estm en t m an ag er x  MC C  S p ecial C o m m ittee co n d u cted  an  in d ep en d en t an d  ex ten siv e co n sid eratio n  o f th e tran sactio n , its an ticip ated  b en efits an d  th e stan d alo n e altern ativ e x  A fter sig n ifican t n eg o tiatio n s, th e th ree S p ecial C o m m ittees u n an im o u sly  reco m m en d ed  th e tran sactio n  S o u rce: Man ag em en t, Jo in t P ro x y  S tatem en t/P ro sp ectu s In d ep en d en t S p ecial C o m m ittees d ro v e co m p reh en siv e an d  in d ep en d en t d ecisio n  m ak in g  p ro cesses at MC C , MD L Y  an d  S ierra x  x  x  x  x  x

 



 

7  In d ep en d en t S p ecial C o m m ittees an d  A d v iso rs MD L Y  MC C  S ierra S p ecial C o m m ittees o f In d ep en d en t D irecto rs • A rth u r A in sb erg  (C h air) • K arin  H irtler - G arv ey  • Jo h n  Mack  • Mark  L erd al • O liv er T . K an e (C h air) • S tep h en  R . B y ers • V alerie L an caster - B eal • Jeffrey  L eed s (C h air) • G u y  R o u n sav ille • Jam es E ato n  L eg al C o u n sel to  S p ecial C o m m ittees • K ram er L ev in  N aftalis &  F ran k el L L P  • S u lliv an  &  Wo rcester L L P  • P o tter A n d erso n  &  C o rro o n  L L P  F in an cial A d v iso rs to  S p ecial C o m m ittees • S an d ler O ’N eill &  P artn ers L .P . • B ro ad h av en  C ap ital P artn ers, L L C  • B arclay s C ap ital In c. T h ree S p ecial C o m m ittees, co m p rised  so lely  o f in d ep en d en t d irecto rs, receiv ed  in d ep en d en t fairn ess o p in io n s an d  co u n sel fro m  th eir resp ectiv e fin an cial an d  leg al ad v iso rs S o u rce: Man ag em en t, Jo in t P ro x y  S tatem en t/P ro sp ectu s N o te: A  su m m ary  o f th e d eal p ro cess an d  tim elin e can  b e fo u n d  in  th e jo in t p ro x y  statem en t/p ro sp ectu s, p ag es 5 7  –  8 4 .

 



 

8  K ey  C o rp o rate G o v ern an ce H ig h lig h ts S o u rce: Man ag em en t, Jo in t P ro x y  S tatem en t/P ro sp ectu s T h e C o m b in ed  C  o m p an y  w ill featu re im p ro v ed  co rp o rate g o v ern an ce an d  m an ag em en t alig n ed  w ith  sh areh o ld ers x  B o ard  co m p o sitio n  co n sisten t w ith  in d u stry  b est p ractices - g reater in d ep en d en ce (5  o u t o f 6  d irecto rs w ill b e in d ep en d en t) x  S in g le class o f B D C  co m m o n  sto ck  rep laces MC C , S ierra an d  b o th  classes o f MD L Y  sh ares x  S tream lin ed  co rp o rate g o v ern an ce th ro u g h  in tern alizatio n  o f m an ag em en t x  Med ley  L L C  U n ith o ld ers w ill ro ll 1 0 0 %  o f th eir after - tax  eq u ity  v alu e in to  th e C o m b in ed  C o m p an y , w h ich  w ill b e su b ject to  a 1 2  - m o n th  lo ck  - u p  p erio d , an d  resu lt in  m an ag em en t o w n ersh ip  o f 7 .7 %  o f th e sin g le class o f S ierra co m m o n  sto ck  alo n g sid e p u b lic sh areh o ld ers x  Med ley  L L C  U n ith o ld ers to  fo rg o  all p ay m en ts th at w o u ld  b e d u e to  th em  u n d er th e ex istin g  T ax  R eceiv ab le A g reem en t w ith  MD L Y  fo r th e b en efit o f th e C o m b in ed  C o m p an y  x  x  x  x  x

 



 

9  1 . Med ley  P latfo rm

 



 

1 0  Med ley  P latfo rm  O v erv iew  S o u rce: Man ag em en t, MD L Y  1 0  - Q  N o te: A s o f S ep tem b er 3 0 , 2 0 1 8 . S tru ctu red  C red it T actical O p p o rtu n ities D irect L en d in g  • L en d in g  so lu tio n s fo r p riv ate, m id d le m ark et co m p an ies in  th e U .S . • N atio n al d irect o rig in atio n  fran ch ise • Med ley  lead s o rig in atio n  , u n d erw ritin g  an d  cred it m an ag em en t • In v estin g  in  C L O  eq u ity  issu ed  b y  to p  tier m an ag ers • S eco n d ary  m ark ets in v estin g  in  C L O  eq u ity  an d  related  secu rities • C ap ab ility  to  sp o n so r an d  issu e Med ley  - b ran d ed  C L O s C o rp o rate C red it • P rim arily  fo cu sed  o n  sy n d icated  m id d le m ark et co rp o rate cred it • T y p ically  larg er b o rro w ers th an  d irect len d in g  • S tru ctu red  cap ital so lu tio n s • L ev erag es d irect len d in g  an d  in stitu tio n al d eal so u rcin g  cap ab ilities • P riv ate eq u ity  risk  - rew ard  p ro file D iv ersified  altern ativ e asset m an ag er w ith  ap p ro x im ately  $ 4 .8  b illio n  o f assets u n d er m an ag em en t an d  sy n erg ies b etw een  b u sin ess u n its (d eal flo w , id eas, relatio n sh ip s, ex p erien ce)

 



 

1 1  • R esu lts h av e b een  stro n g  - N ew  o rig in atio n  p o st 2 0 1 5  h as ex p erien ced  0 .0 2 %  o f an n u alized  realized  lo sses 1  - T w o  n o n  - accru als o u t o f 1 1 3  lo an s o rig in ated  sin ce th e b eg in n in g  o f 2 0 1 5  2  - O n ly  2 %  o f all realized  an d  u n realized  lo sses at MC C  o v er th e last 3  y ears are attrib u tab le to  lo an s m ad e sin ce 2 0 1 5  3  - S in ce 2 0 1 5 , Med ley  h as raised  o v er $ 1 .5  b illio n  o f cap ital acro ss th e p latfo rm  fro m  lead in g  g lo b al in stitu tio n al in v esto rs • S ig n ifican t stru ctu ral an d  p erso n n el ch an g es - N ew  H ead  o f In v estin g  - N ew  H ead  o f R isk  - S ep aratio n  o f O rig in atio n  an d  U n d erw ritin g  - R e - co m p o sitio n  o f th e In v estm en t C o m m ittees - A d d ed  n ew  sen io r cred it an d  in v estin g  p ro fessio n als in  2 0 1 5  an d  2 0 1 6  2 0 1 5  In v estm en t S trateg y  S h ift O v erv iew  B eg in n in g  in  2 0 1 5 , th e Med ley  len d in g  p latfo rm  sh ifted  its fo cu s to  first lien  lo an s p ro v id ed  to  larg er , sp o n so r b ack ed  b o rro w ers S o u rce: Man ag em en t, MD L Y  1 0  - Q . P ast p erfo rm an ce is n o t in d icativ e o f fu tu re resu lts. 1 . A n n u alized  lo ss u tilizes th e lo ss fo r each  realized  in v estm en t o v er to tal cap ital in v ested  d u rin g  th e life o f th e in v estm en t. R e p resen ts a C o m b in ed  C o m p an y  m etric. 2 . R ep resen ts a C o m b in ed  C o m p an y  m etric . 3 . R eflects $ 2 4 8 .2  m illio n  o f asset n et lo sses fro m  2 0 1 4  an d  earlier v in tag es an d  $  6 .3  m illio n  o f asset n et lo sses fro m  2 0 1 5  an d  later at MC C . F o r MC C ’s retu rn s (an d  in fo rm atio n  o n  realized  an d  u n realized  lo sses) fo r lo an s m ad e p rio r to  2 0 1 5 , see 1 0  - K  an d  o th er p u b lic filin g s d u rin g  su ch  p rio r p erio d s.

 



 

1 2  6 3 %  3 2 %  5 %  9 3 %  5 %  2 %  7 5 %  2 5 %  2 0 1 5  In v estm en t S trateg y  S h ift –  Im p act o n  P o rtfo lio  S p o n so red  v s. N o n  - S p o n so red  1  S o u rce: Man ag em en t N o te: P ast p erfo rm an ce is n o t in d icativ e o f fu tu re resu lts . F o r in fo rm atio n  ab o u t p ast p erfo rm an ce p rio r to  2 0 1 5  an d  sin ce in cep tio n , see th e p u b lic filin g s fo r S ierra an d  MC C . 1 . P ercen tag es b ased  o n  su m  o f o rig in al co m m itm en t am o u n ts . C Y  2 0 1 4  F irst L ien  S eco n d  L ien  S tru ctu red  P ro d u cts E q u ity /Warran ts L T M 9 /3 0 /1 8  C  Y  2 0 1 4  L T M 9 /3 0 /1 8  S p o n so red  N o n  - S p o n so red  S tru ctu red  P ro d u cts 8 8 %  1 %  4 %  7 %  C u rren t co m b in ed  p o rtfo lio  co m p o sitio n  at Med ley  d em o n strates th e sh ift to  larg er, sp o n so r - b ack ed  b o rro w ers In v estm en t T y p e 1

 



 

1 3  2 .6 5  %  0 .0 0  %  2 0 1 4  V in tag e an d  E arlier 2 0 1 5  V in tag e an d  L ater 2 .0 5  %  0 .0 2  %  2 0 1 4  V in tag e an d  E arlier 2 0 1 5  V in tag e an d  L ater MC C  IR R  1  C o m b in ed  C o m p an y  IR R  1  MC C  A n n u alized  L o ss R ate 2  C o m b in ed  C o m p an y  A n n u alized  L o ss R ate 2  2 0 1 5  In v estm en t S trateg y  S h ift –  P o rtfo lio  P erfo rm an ce S o u rce: Man ag em en t N o te: P o rtfo lio  d ata as o f S ep tem b er 3 0 , 2 0 1 8 . P ast p erfo rm an ce is n o t in d icativ e o f fu tu re resu lts. F o r in fo rm atio n  ab o u t p ast p erfo rm an ce p rio r to  2 0 1 5  an d  sin ce in cep tio n , see th e p u b lic filin g s fo r S ierra an d  MC C  . T h e p o rtfo lio  d ata fo r th e C o m b in ed  C o m p an y  refers to  th e co m b in ed  p o rtfo lio  o f MC C  an d  S ierra as th o u g h  th ey  w ere co m b in ed  d u  rin g  th e referen ced  p erio d . 1 . IR R  in clu d es b o th  realized  an d  u n realized  in v estm en ts an d  ex clu d es th e im p act o f b ase m an ag em en t fees, in cen tiv e fees an d  o th  er fu n d  related  ex p en ses. F o r realized  in v estm en ts, th e in v estm en t retu rn s w ere calcu lated  b ased  o n  th e actu al cash  o u tflo w s an d  in flo w s fo r each  resp ectiv e in v estm en t an d  in clu d e all in terest, p rin ci p al an d  fee n o te rep ay m en ts, d iv id en d s an d  tran sactio n  fees, if ap p licab le. F o r u n realized  in v estm en ts, th e in v estm en t retu rn s w ere calcu lated  b ased  o n  th e actu al cash  o u tflo w s an d  in flo w s fo r each  resp ect iv e in v estm en t an d  in clu d e all in terest, p rin cip al an d  fee n o te rep ay m en ts, d iv id en d s an d  tran sactio n  fees, if ap p licab le. T h e in v estm en t retu rn  assu m es th at th e rem ain in g  u n realized  p o rtio n  o f th e in v  est m en t is realized  at th e in v estm en t’s m o st recen t fair v alu e, as calcu lated  in  acco rd an ce w ith  G A A P . T h ere can  b e n o  assu ran ce th at th e in v estm en ts w ill b e realized  at th ese fair v alu es an d  actu al resu lts m a y  d iffer sig n ifican tly . 2 . A n n u alized  lo ss u tilizes th e lo ss fo r each  realized  in v estm en t o v er to tal cap ital in v ested  d u rin g  th e life o f th e in v estm en t. 6 .1  %  1 1 .6  %  2 0 1 4  V in tag e an d  E arlier 2 0 1 5  V in tag e an d  L ater 5 .4  %  1 0 .4  %  2 0 1 4  V in tag e an d  E arlier 2 0 1 5  V in tag e an d  L ater P erfo rm an ce o n  lo an s o rig in ated  sin ce th e b eg in n in g  o f 2 0 1 5  h as b een  stro n g

 



 

1 4  Im p ro v ed  S en io r S ecu red  A sset Mix  an d  In d u stry  D iv ersificatio n  C o m b in ed  C o m p an y  In v estm en t T y p e 1  C o m b in ed  C o m p an y  In d u stry  Mix  1  S o u rce: Man ag em en t, MC C  filin g s, S ierra filin g s N o te: P o rtfo lio  d ata as o f S ep tem b er 3 0 , 2 0 1 8  b ased  o n  fair m ark et v alu e. N u m b ers m ay  n o t fo o t d u e to  ro u n d in g . P ast p erfo rm a n ce is n o t in d icativ e o f fu tu re resu lts. 1 . B ased  o n  fair m ark et v alu e an d  in clu d es o n  - b o o k  an d  S L S  JV  p o rtfo lio . 7 5 %  1 1 %  1 0 %  4 %  F irst L ien  S eco n d  L ien  E q u ity /Warran ts S tru ctu red  P ro d u cts 1 3 %  1 0 %  1 0 %  7 %  6 %  5 %  5 %  4 %  4 %  4 %  3 2 %  S erv ices: B u sin ess H ig h  T ech  In d u stries H ealth care &  P h arm aceu ticals C o n stru ctio n  &  B u ild in g  A ero sp ace &  D efen se B an k in g , F in an ce, In s &  R E  E n erg y : O il &  g as Wh o lesale A u to m o tiv e A d v , P rin tin g  &  P u b lish in g  O th er (In clu d es 1 8  In d u stries) T h e P ro  F o rm a C o m b in ed  C o m p an y  is m o re d iv ersified  w ith  im p ro v ed  asset m ix  MC C  In v estm en t T y p e 1  7 5 %  7 %  1 %  1 7 %  F irst L ien  S eco n d  L ien  U n secu red  D eb t E q u ities/Warran ts 1 4 %  1 4 %  1 2 %  1 0 %  7 %  7 %  6 %  5 %  4 %  3 %  1 8 %  S erv ices:  B u sin ess C o n stru ctio n  &  B u ild in g  Mu ltisecto r H o ld in g s H ig h  T ech  In d u stries H ealth care &  P h arm aceu ticals E n erg y :  O il &  G as A ero sp ace &  D efen se H o tel, G am in g  &  L eisu re C o n tain ers, P ack ag in g  &  G lass B an k in g , F in an ce, In su ran ce &  R eal E state O th er (In clu d es 1 1  In d u stries) MC C  In d u stry  Mix  1  N u m b er o f B o rro w ers: 1 1 4  N u m b er o f B o rro w ers: 1 6 6

 



 

1 5  R eg u lato ry  L ev erag e 1  N o n  - A ccru al 4  &  5  R ated  C red its Im p ro v ed  P o rtfo lio  C red it Q u ality  S o u rce: Man ag em en t , Jo in t P ro x y  S tatem en t/P ro sp ectu s N o te: P o rtfo lio  d ata as o f S ep tem b er 3 0 , 2 0 1 8  b ased  o n  fair m ark et v alu e. N u m b ers m ay  n o t fo o t d u e to  ro u n d in g . P ast p erfo rm a n ce is n o t in d icativ e o f fu tu re resu lts. 1 . R eg u lato ry  L ev erag e as calcu lated  acco rd in g  to  th e In v estm en t C o m p an y  A ct . R eflects ad ju stm en t to  acco u n t fo r T R S  d eb t in clu d ed  in  reg u lato ry  lev erag e calcu latio n  at S ierra an d  S B IC  d eb t ex clu d ed  fro m  reg u lato ry  lev erag e calcu latio n  at MC C . K ey  cred it an d  p o rtfo lio  m etrics o f th e P ro  F o rm a C o m b in ed  C o m p an y  are b etter 7 .3 4  %  5 .3 2  %  MC C  C o m b in ed  C o m p an y  7 .7 4  %  5 .3 2  %  MC C  C o m b in ed  C o m p an y  0 .8 9  x  0 .6 6  x  MC C  C o m b in ed  C o m p an y

 



 

1 6  1 .4 1 x  2 .3 6 x  0 .7 5 x  0 .5 9 x  1 .1 9 x  1 .1 7 x  0 .0 0 x  0 .5 0 x  1 .0 0 x  1 .5 0 x  2 .0 0 x  2 .5 0 x  N o n -D eal D ep en d en t C o v erag e o f In terest &  D iv id en d s N o n -D eal D ep en d en t C o v erag e o f In terest D eb t / A T E  S tan d alo n e MC C  P ro  F o rm a C o m b in ed  C o m p an y  1 3 .5 %  2 2 .2 %  1 9 .7 %  0 .0 %  0 .0 0 x  5 .0 0 x  1 0 .0 0 x  1 5 .0 0 x  2 0 .0 0 x  2 5 .0 0 x  N o n -A ccru als as a %  o f C o st S ecu red  D eb t / G ro ss A ssets S tan d alo n e MC C  P ro  F o rm a C o m b in ed  C o m p an y  R atin g  A g en cy  C red it Metrics Im p ro v em en t (C u rren t MC C  Israeli S & P  C red it R atin g  o f iL A  - ) T h e C o m b in ed  C o m p an y ’s p ro  fo rm a lev erag e , p ro fitab ility  an d  asset q u ality  m etrics, as calcu lated  u sin g  S & P ’s ratin g  m eth o d o lo g y , are ex p ected  to  im p ro v e co m p ared  to  MC C  stan d alo n e 1  S o u rce: Man ag em en t, Jo in t P ro x y  S tatem en t/P ro sp ectu s; A s o f S ep tem b er 3 0 , 2 0 1 8 ; U tilizes estim ated  b ased  o n  cu rren t S & P  p u b lish ed  rat in g  m eth o d o lo g y  1 . S o u rce o f calcu latio n s: S & P  G lo b al R atin g s: N o n b an k  F in an cial In stitu tio n  R atin g  Meth o d o lo g y  (Jan . 1 5 , 2 0 1 9 ). 2 . B ased  o n  S & P  Israeli R atin g  R ep o rt issu ed  1 2 /1 8 /2 0 1 8  b ased  o n  9 /3 0 /1 8  fin an cials o f MC C . 3 . T h ere can  b e n o  assu ran ce o f an y  u p g rad e in  cred it ratin g  . Im p ro v ed  cred it m etrics d o  n o t g u aran tee a cred it ratin g  im p ro v em en t an d  p ro  fo rm a calcu latio n s assu m e n o  o th er ch an g es o th erw ise affectin g  th e ratin g . Max im u m  ch an g e in  in terest rate is cap p ed  at 1 .2 5 % . MC C  v s. P ro  F o rm a C o m b in ed  C o m p an y  U sin g  S & P  Metrics 2  C red it Metric C o m p ariso n  S u m m ary  0 .6 6 x  0 .7 9 x  0 .8 9 x  1 .3 1 x  -0 .5 0 x  0 .5 0 x  1 .5 0 x  2 .5 0 x  D eb t / N A V  (ex clu d in g  S B A ) T o tal D eb t / N A V  T h e C o m b in ed  C o m p an y ’s 2 0 2 4  Israeli n o te’s in terest rate ad ju sts b ased  o n  th e b o rro w er’s cred it ratin g ; each  ratin g  n o tch  u p g rad e w ill red u ce th e in terest rate b y  2 5 b p s, p ro v id in g  im m ed iate earn in g s im p ro v em en t to  th e C o m b in ed  C o m p an y  3

 



 

1 7  2 . T ran sactio n  S u m m ary

 



 

1 8  T ran sactio n  S u m m ary  S o u rce: Jo in t P ro x y  S tatem en t/P ro sp ectu s 1 . E stim ates o f S ierra’s p o st - m erg er fin an cial p o sitio n  are b ased  o n  th e p u b licly  rep o rted  fin an cial in fo rm atio n  o f S ierra, MC C  an d  MD L Y  as o  f S ep tem b er 3 0  , 2 0 1 8  in  th e Jo in t P ro x y  S tatem en t/P ro sp ectu s. 2 . R eg u lato ry  L ev erag e as calcu lated  acco rd in g  to  th e In v estm en t C o m p an y  A ct . R eflects ad ju stm en t to  acco u n t fo r T R S  d eb t in clu d ed  in  reg u lato ry  lev erag e calcu latio n  at S ierra an d  S B IC  d eb t ex clu d ed  fro m  reg u lato ry  lev erag e calcu latio n  at MC C . S tru ctu re • C  o m b in atio n  o f S ierra, MC C  an d  MD L Y  th ro u g h  tw o  tran sactio n s: −  Merg er o f MC C  in to  S ierra; an d  −  A cq u isitio n  o f MD L Y  b y  S ierra; MD L Y  w ill o p erate as a su b sid iary  o f S ierra MC C  C o n sid eratio n  • E ach  MC C  sh are w ill b e co n v erted  in to  0 .8 0 5 0  sh ares o f S ierra C o m m o n  S to ck  MD L Y  C o n sid eratio n  • E ach  sh are o f MD L Y  C lass A  C o m m o n  S to ck  w ill receiv e 0 .3 8 3 6  sh ares o f S ierra C o m m o n  S to ck , $ 3 .4 4  p er sh are o f cash  co n sid eratio n  an d  $ 0 .6 5  p er sh are sp ecial cash  d iv id en d s • Med ley  L L C  U n ith o ld ers w ill co n v ert th eir u n its in to  MD L Y  C lass A  C o m m o n  S to ck  an d  w ill receiv e fo r each  MD L Y  C lass A  C o m m o n  S to ck  0 .3 8 3 6  sh ares o f S ierra C o m m o n  S to ck , $ 3 .4 4  p er sh are o f cash  co n sid eratio n  an d  a $ 0 .3 5  p er sh are sp ecial cash  d iv id en d  • Med ley  L L C  U n ith o ld ers w ill ro ll ap p ro x im ately  1 0 0 %  o f after - tax  p ro ceed s fro m  th e tran sactio n  in to  eq u ity  o w n ersh ip  in  th e C o m b in ed  C o m p an y  • Med ley  L L C  U n ith o ld ers h av e ag reed  to  fo rg o  all p ay m en ts th at w o u ld  b e d u e to  th em  u n d er th e ex istin g  T ax  R eceiv ab le A g reem en t w ith  Med ley  fo r th e b en efit o f th e C o m b in ed  C o m p an y  B alan ce S h eet / L ev erag e • P ro  F o rm a S ierra statistics 1  : −  A ssets o f ~ $ 2  b illio n  −  N A V  p er sh are o f $ 7 .0 6  −  R eg u lato ry  lev erag e o f 0 .6 6 x  2  K ey  A p p ro v als • S h areh o ld er ap p ro v als at MC C , S ierra an d  MD L Y  (MC C , S ierra an d  MD L Y  n eed  m ajo rity  o f o u tstan d in g  sh ares fo r th e v o te; MC C  also  req u ires ap p ro v al o f a m ajo rity  o f n o n  - affiliated  sh areh o ld ers fo r th e v o te) • S E C  A p p ro v al G o v ern an ce • C o m b in ed  C o m p an y  B o ard  w ill co n sist o f 5  in d ep en d en t d irecto rs (3  fro m  S ierra; 2  fro m  MC C ) an d  o n e m an ag em en t d irecto r L istin g  • S ierra C o m m o n  S to ck  to  b e listed  o n  th e N Y S E  at th e tim e o f clo sin g  T im in g  • E x p ected  to  clo se in  early  2 0 1 9

 



 

1 9  S im p lified  C o rp o rate S tru ctu re C u rren t S tru ctu re P ro  F o rm a S ierra S tru ctu re C o m b in ed  C o m p an y  (N Y S E : S R A ) Merg er S u b  Med ley  L L C  A d v iso ry  C o n tracts O th er A d v iso ry  E n tities P riv ate F u n d s an d  S MA s, E tc. C o m b in ed  S ierra an d  MC C  P o rtfo lio  A d v iso ry  C o n tract MC C  A d v iso rs S o u rce: Jo in t P ro x y  S tatem en t/P ro sp ectu s S ierra A d v iso ry  C o n tract S IC  A d v iso rs O th er A d v iso ry  E n tities P riv ate F u n d s an d  S MA s, E tc. MD L Y  (N Y S E : MD L Y ) U n ith o ld ers Med ley  L L C  MC C  (N Y S E : MC C ) MC C  A d v iso rs A d v iso ry  C o n tract A d v iso ry  C o n tracts

 



 

2 0  MC C  S h are P erfo rm an ce S in ce Merg er A n n o u n cem en t S o u rce: B lo o m b erg  as o n  Jan u ary  2 , 2 0 1 9  N o te: T h ere can  b e n o  assu ran ce as to  h o w  th e C o m b in ed  C o m p an y ’s co m m o n  sto ck  w ill trad e. 1 . In clu d es B K C C , C P T A , F D U S , G A IN , MR C C , O C S I, S U N S , T C R D , T P V G  (d efin ed  as ex tern ally  - m an ag ed  B D C s in  th e Wells F arg o  B D C  In d ex  w ith  $  5 0 0  m illio n  –  1  b illio n  in  to tal assets). 2 . In clu d es MA IN , H T G C  (d efin ed  as in tern ally  - m an ag ed  B D C s in  th e Wells F arg o  B D C  In d ex  w ith  m o re th an  $ 1  b illio n  in  assets). MC C  relativ e sto ck  p  rice h  as o  u tp erfo rm ed  p  eers f o llo w in g  th e d eal a n n o u n cem en t, b u t h as fallen  fo llo w in g  th e lau n ch  o f a cam p aig n  b y  activ ist sh areh o ld ers 1  7 5 %  8 0 %  8 5 %  9 0 %  9 5 %  1 0 0 %  1 0 5 %  1 1 0 %  1 1 5 %  1 2 0 %  1 2 5 %  1 3 0 %  1 3 5 %  A u g -2 0 1 8  S ep -2 0 1 8  O ct-2 0 1 8  N o v -2 0 1 8  Jan -2 0 1 9  In d ex ed  P rice MC C  E x tern ally  Man ag ed  B D C 's¹ In tern ally  Man ag ed  B D C 's² (9 .2 )%  (9 .9 )%  (1 6 .4 )%  1  2  MC C  trad ed  u p  1 2 % +  fo llo w in g  an n o u n cem en t (1  - w eek ) v s B D C  p eers... ...th en  trad ed  ap p ro x im ately  in  - lin e w ith  p eers, d ecreasin g  9 %  (p eers d o w n  8 % ) 3  MC C  is d o w n  1 8 %  (p eers d o w n  2  % ) sin ce R o u m ell, F ro n tF o u r , Mo ab  an d  B L R  lau n ch ed  th eir cam p aig n  R o u m ell L etter F ro n tF o u r L etter Mo ab  L etter B L R  L etter

 



 

2 1  3 . T ran sactio n  B en efits

 



 

2 2  $  0 .5 0  $  0 .5 8  $  0 .3 6  $  0 .4 7  S tan d alo n e 2 0 1 9 E  S ierra P F  2 0 1 9 E  S ierra S tan d alo n e 2 0 1 9 E  MC C  P F  2 0 1 9 E  MC C  E x p ected  A ccretio n  to  S h areh o ld ers S o u rce: Jo in t P ro x y  S tatem en t /P ro sp ectu s, Man ag em en t. MC C , S ierra an d  MD L Y  estim ates p er Man ag em en t 1 . F in an cial p ro jectio n s fo r MD L Y , MC C  an d  S ierra p er Man ag em en t. In co m e an d  d iv id en d  ex p ectatio n s are u n certain  an d  th ere can  b e n o  assu ran ces as to  th e ex ten t o f an y  in co m e g en erated  b y  th e C o m b in ed  C o m p an y  o r th e lev el o f an y  d iv id en d s to  b e p aid  , if an y  . 2 . N II p er sh are accretio n  assu m es p ro jected  MD L Y  earn in g s. Merg er is ex p ected  to  resu lt in  an  estim ated  1 8 .5 %  accretio n  o f N II p er sh are fo r MC C  sh areh o ld ers assu m in g  flat MD L Y  earn in g s . S u b stan tial earn in g s an d  d iv id en d  accretio n  ex p ected  fo r MC C  an d  S ierra sh areh o ld ers P ro  F o rm a E arn in g s A ccretio n  1  1 5 .7 %  2 9 .8 %  2

 



 

2 3  E x p ected  In crease in  D istrib u tio n s to  S h areh o ld ers S o u rce: Man ag em en t, MC C  filin g s, S ierra filin g s N o te: P ro  fo rm a S ierra d iv id en d  b ased  o n  estim ate fo r th e first y ear after clo se p er Man ag em en t. 1 . T h ere can  b e n o  assu ran ces y o u r d iv id en d  w ill in crease an d  th e C o m b in ed  C o m p an y ’s d istrib u tio n  lev els m ay  n o t b e as d isclo sed  an d  m ay  flu ctu ate . ~ 3 0 % +  in crease in  d istrib u tio n s fo r MC C  sh areh o ld ers p aid  m o n th ly  v s. q u arterly  1  $  0 .4 0  $  0 .6 4  $  0 .1 2  $  0 .0 2  $  0 .4 0  $  0 .5 2  $  0 .6 4  $  0 .6 6  MC C  S ep -2 0 1 8  A n n u alized  D iv id en d  P ro  F o rm a S ierra D istrib u tio n  (at 0 .8 0 5 0 x  MC C  E x ch an g e R atio ) S ierra S ep -2 0 1 8  A n n u alized  D istrib u tio n  P ro  F o rm a S ierra D istrib u tio n

 



 

2 4  P o ten tial V alu atio n  U p lift fro m  In tern ally  - Man ag ed  S tru ctu re S o u rce: B lo o m b erg , C ap ital IQ  an d  IB E S  as o f Jan u ary  2 , 2 0 1 9  1 . H isto rical trad in g  o f in tern ally  m an ag ed  B D C s is n o t n ecessarily  in d icativ e o f h o w  th e C o m b in ed  C o m p an y  w ill trad e. T h ere can  b e n o  assu ran ces as to  h o w  th e C o m b in ed  C o m p a n y  co m m o n  sto ck  w ill trad e in  co m p ariso n  to  its N A V . 2 . E x tern ally  - m an ag ed  B D C s in clu d e B K C C , C P T A , F D U S , G A IN , MR C C , O C S I, S U N S , T C R D , T P V G  (d efin ed  as ex tern ally  - m an ag ed  B D C s in  th e Wells F arg o  B D C  In d ex  w ith  $ 5 0 0  m illio n  –  1  b illio n  in  to tal assets); In tern ally  - m an ag ed  B D C s in clu d e MA IN , H T G C  (d efin ed  as in tern ally  - m an ag ed  B D C s in  th e Wells F arg o  B D C  In d ex  w ith  m o re th an  $ 1  b illio n  in  assets). In tern ally  - m an ag ed  B D C s h av e h isto rically  trad ed  at h ig h er m u ltip les th an  ex tern ally  - m an ag ed  B D C s, p o ten tially  in d icatin g  th at th e m ark et m ay  ascrib e a v alu atio n  p rem iu m  to  th e in tern ally  - m an ag ed  stru ctu re 1  5 9 .3  %  6 3 .3  %  6 4 .7  %  5  Y ear 3  Y ear 1  Y ear P rice / N A V  Mu ltip le P rem iu m  2  (% )

 



 

2 5  T ran sactio n  R esu lts in  In creased  S cale T ran sactio n  w o u ld  create th e 2 n d  larg est in tern ally  m an ag ed  an d  th e 9 th  larg est p u b licly  trad ed  B D C  S o u rce: S N L  F in an cial, C o m p an y  F ilin g s, Jo in t P ro x y  S tatem en t/P ro sp ectu s N o te: Mark et d ata as o f Jan u ary  2 , 2 0 1 9 . F in an cial d ata as o f S ep tem b er 3 0 , 2 0 1 8 . 2 0 1 9 E  N II D ata p er IB E S  C o n sen su s E stim ates. MC C  m ark et cap  an d  A D T V  as o f th e u n d istu rb ed  d ate A u g u st 3 , 2 0 1 8  p rio r to  tran sactio n  an n o u n cem en t o n  A u g u st 9 , 2 0 1 8  . 1 . E stim ates o f S ierra’s p o st - m erg er fin an cial p o sitio n  are b ased  o n  th e p u b licly  rep o rted  fin an cial in fo rm atio n  o f S ierra, MC C  an d  MD L Y  as o  f S ep tem b er 3 0  , 2 0 1 8  (see Jo in t P ro x y  S tatem en t/P ro sp ectu  s ). 2 . D efin ed  as ex tern ally  - m an ag ed  B D C s in  th e Wells F arg o  B D C  In d ex  w ith  $ 5 0 0  m illio n  –  1  b illio n  in  to tal assets. A R C C  F S K  P S E C  MA IN  N MF C  A IN V  C G B D  T S L X  P F  S ierra 1  G B D C  H T G C  T C P C  S L R C  O C S L  G S B D  P F L T  S ierra B K C C  MC C  F D U S  G A IN  O C S I T C R D  MR C C  C P T A  S U N S  T P V G  Mark et C ap  $ 6 ,5 9 9  $ 2 ,8 8 8  $  2 ,3 2 3  $  2 ,0 8 3  $  9 7 3  $ 8 9 9  $  8 0 2  $  1 ,2 0 2  N A  $  1 ,0 0 0  $  1 ,0 8 7  $ 7 7 7  $  8 2 0  $ 6 1 2  $  7 5 9  $  4 5 8  N A  $ 3 8 9  $ 1 8 5  $ 2 9 1  $ 3 0 9  $  2 3 0  $  2 0 2  $ 1 9 8  $  1 1 8  $ 2 4 6  $  2 7 5  P rice / N A V  0 .9  x  0 .7  x  0 .7  x  1 .4  x  0 .9  x  0 .7  x  0 .7  x  1 .1  x  N A  1 .0  x  1 .1  x  0 .9  x  0 .9  x  0 .7  x  1 .0  x  0 .9  x  N A  0 .7  x  0 .5  x  0 .7  x  0 .8  x  0 .8  x  0 .6  x  0 .8  x  0 .6  x  0 .9  x  0 .8  x  2 0 1 9 E  N II / P rice 1 1 .0  %  1 4 .6  %  1 3 .7  %  7 .6  %  1 1 .1  %  1 5 .0  %  1 3 .6  %  1 1 .1  %  N A  7 .8  %  1 2 .0  %  1 2 .3  %  9 .4  %  1 0 .9  %  1 1 .1  %  1 0 .3  %  N A  1 3 .3  %  1 0 .6  %  1 2 .7  %  6 .9  %  8 .6  %  1 7 .4  %  1 5 .4  %  1 3 .8  %  9 .2  %  1 3 .6  %  2 0 1 9 E  N II / N A V  1 0 .0  %  1 0 .0  %  9 .3  %  1 0 .4  %  1 0 .4  %  9 .8  %  9 .9  %  1 2 .4  %  N A  8 .1  %  1 3 .0  %  1 1 .2  %  8 .3  %  7 .7  %  1 1 .5  %  8 .8  %  N A  9 .5  %  5 .6  %  9 .2  %  5 .3  %  6 .7  %  1 0 .7  %  1 1 .5  %  8 .0  %  8 .4  %  1 1 .1  %  A ssets ($  in  m illio n s) $ 1 2 ,2 5 5  $ 8 ,3 3 5  $ 6 ,1 9 9  $ 2 ,5 2 4  $ 2 ,5 2 2  $ 2 ,3 8 7  $ 2 ,1 4 8  $ 2 ,0 0 7  $ 1 ,9 3 6  $ 1 ,8 3 6

$ 1 ,8 2 3  $ 1 ,6 8 5  $ 1 ,6 6 5  $ 1 ,5 5 1  $ 1 ,3 4 3  $ 1 ,0 7 6  $ 1 ,0 6 8  $ 7 9 9  $ 7 4 2  $ 7 1 3  $ 6 7 5  $ 5 8 5  $ 5 5 8  $ 4 9 9  $ 4 9 4  $ 4 8 4  $ 4 3 9  A n ticip ated  B en efits F ro m  S cale • G reater ab ility  to  d iv ersify  b y  issu er an d  in d u stry  • B etter access to  fin an cin g  m ark ets an d  co u n terp arties • L arg er p o sitio n s, w ith o u t sacrificin g  co n cen tratio n  targ ets, allo w  fo r g reater v o tin g  p o w er acro ss p o rtfo lio  E x tern ally  Man ag ed  B D C s In tern ally  Man ag ed  B D C s S elected  MC C  P eers 2

 



 

2 6  Im p ro v ed  E fficien cy  as C o m b in ed  C o m p an y  S o u rce: Jo in t P ro x y  S tatem en t/P ro sp ectu s, S N L  F in an cial, C o m p an y  F ilin g s N o te: F in an cial d ata as o f S ep tem b er 3 0 , 2 0 1 8 . N o n  - in terest ex p en ses rep resen t th e su m  o f b ase m an ag em en t fees, in cen tiv e fees a n d  o th er ex p en ses as a p ercen tag e o f n et assets attrib u tab le to  co m m o n  sto ck  b ased  o n  p ag e 5 1  fro m  th e Jo in t P ro x y  S tatem en t/P ro sp ectu s. E x clu d es in terest ex p en ses an d  acq u ired  fu n d  fees an d  ex p en ses an  d  t h e o p eratin g  ex p en ses o f MD L Y , w h ich  w ill n o t b e co n so lid ated  o n  th e C o m b in ed  C o m p an y ’s fin an cial statem en ts. C o m b in ed  C o m p an y  w ill h av e a m o re efficien t, sh areh o ld er - frien d ly  co st stru ctu re 6 .9  %  4 .4  %  MC C  S tan d alo n e P ro  F o rm a S ierra N o n  - In terest E x p en ses (%  o f N et A ssets)

 



 

2 7  $  0  $ 1 ,0 0 0  $ 2 ,0 0 0  $ 3 ,0 0 0  $ 4 ,0 0 0  $ 5 ,0 0 0  $ 6 ,0 0 0  $ 7 ,0 0 0  $  0  $ 3  $ 5  $ 8  $ 1 0  $ 1 3  $ 1 5  $ 1 8  $ 2 0  $ 2 3  $ 2 5  $ 2 8  $ 3 0  $ 3 3  $ 3 5  $ 3 8  $ 4 0  $ 4 3  C P T A  MC C  MR C C  T C R D  O C S I S U N S  T P V G  F D U S  G A IN  B K C C  P F L T  O C S L  G S B D  T C P C  C G B D  S L R C  A IN V  P ro  F o rm a N MF C  G B D C  H T G C  T S L X  MA IN  P S E C  A R C C  Mark et C ap italizatio n  1  Mo n th  A v g . D aily  T rad in g  V o lu m e Mark et C ap  V o lu m e T ran sactio n s O ffer O p p o rtu n ity  fo r E n h an ced  L iq u id ity  S o u rce: S N L  F in an cial, B lo o m b erg  L .P ., C o m p an y  F ilin g s N o te: F ig u res are in  m illio n s. Mark et d ata as o f Jan u ary  2 , 2 0 1 9 . MC C  m ark et cap  an d  A D T V  as o f th e u n d istu rb ed  d ate A u g u st 3 , 2 0 1 8  p rio r to  tran sactio n  an n o u n cem en t o n  A u g u s t 9  , 2 0 1 8 . 1 . T h ere can  b e n o  assu ran ces as to  h o w  th e C o m b in ed  C o m p an y ’s co m m o n  sto ck  w ill actu ally  trad e an d  p ast trad in g  o f co m p an ie s w  ith  g reater size an d  flo at th an  MC C  is n o t n ecessarily  in d icativ e o f an y  im p ro v em en t o f liq u id ity  o f trad in g  o f co m m o n  sto ck  as a resu lt o f th e tran sactio n . 2 . D efin ed  as ex tern ally  - m an ag ed  B D C s in  th e Wells F arg o  B D C  In d ex  w ith  $ 5 0 0  m illio n  –  1  b illio n  in  to tal assets. L arg er B D C s h av e h isto rically  d em o n strated  b etter trad in g  liq u id ity  as seen  th ro u g h  h ig h er d aily  trad in g  v o lu m es 1  ($  in  m illio n s) T ran sactio n  creates sin g le larg er B D C  w ith  ~ 9 2 %  o f sh ares in  free flo at an d  $ 1 .1  b illio n  o f N A V  S elected  MC C  P eers 2

 



 

2 8  C o m b in ed  C o m p an y  is Well - P o sitio n ed  fo r a R isin g  R ate E n v iro n m en t P ro  F o rm a C o m b in ed  C o m p an y  N II in creases b y  $ 6 .7  m illio n  w ith  ev ery  1 0 0  b p s in crease in  th e b ase rate 1  B asis P o in t C h an g e P ro  F o rm a N II C h an g e ($ ) (% ) 2  +  1 0 0  $  6 .7  9 .9 %  +  2 0 0  1 3 .4  1 9 .8  +  3 0 0  2 0 .1  2 9 .7  +  4 0 0  2 6 .8  3 9 .6  +  5 0 0  3 3 .5  4 9 .5  S o u rce: Man ag em en t, MC C  filin g s. MC C , S ierra an d  MD L Y  estim ates p er Man ag em en t N o te: A ssu m es a p arallel fo rw ard  in terest rate cu re sh ift b ase o n  th e p o rtfo lio s as o f S ep tem b er 3 0 , 2 0 1 8 . 1 . In co m e an d  d iv id en d  ex p ectatio n s are u n certain  an d  th ere can  b e n o  assu ran ce as to  th e ex ten t o f an y  in co m e g en erated  b y  th e C o m b in ed  C o m p an y  o r th e lev el o f an y  d iv id en d s to  b e p aid  , if an y  . 2 . P ercen t ch an g e calcu lated  ag ain st $ 6 7 .6  m illio n  o f an n u alized  co im b in ed  co m p an y  N II (b ased  o n  th e Jo in t P ro x y  S tatem en t/P  ro s p ectu s). ($  in  m illio n s)

 



 

2 9  S ig n ifican t G o v ern an ce Im p ro v em en t S o u rce: Jo in t P ro x y  S tatem en t/P ro sp ectu s Mu ltip le ch an g es to  co rp o rate g o v ern an ce stru ctu re th at en h an ce th e in flu en ce o f MC C  sh areh o ld ers x  G reater B o ard  In d ep en d en ce –  F iv e o u t o f th e six  d irecto rs o n  th e b o ard  o f th e C o m b in ed  C o m p an y  w ill b e in d ep en d en t . C u rren tly , o n ly  fo u r o u t o f sev en  o f MC C ’s d irecto rs are in d ep en d en t x  L o w er T h resh o ld  fo r C allin g  S p ecial Meetin g s –  S p ecial m eetin g s fo r th e C o m b in ed  C o m p an y  m ay  b e called  u p o n  th e w ritten  req u est o f sto ck h o ld ers en titled  to  cast n o t less th an  1 0  %  o f all th e v o tes en titled  to  b e cast at su ch  m eetin g  . C u rren tly  at MC C , 2 5  %  o f all th e o u tstan d in g  sh ares en titled  to  v o te at a sp ecial m eetin g  is req u ired  x  L o w er T h resh o ld  fo r B y law  A m en d m en ts –  If S ierra’s C h arter A m en d m en t P ro p o sal is ap p ro v ed , th e b y law s m ay  b e am en d ed  b y  th e affirm ativ e v o te o f sto ck h o ld ers en titled  to  cast a m ajo rity  o f th e v o tes en titled  to  b e cast o n  th e m atter . C u rren tly  at MC C , 6 6  2  / 3  %  o f th e cap ital sto ck  en titled  to  v o te is req u ired  x  In tern al Man ag em en t –  T h e C o m b in ed  C o m p an y  w ill b e in tern ally  m an ag ed  . C u rren tly , MC C  is ex tern ally  m an ag ed  - In tern al m an ag em en t in creases alig n m en t an d  red u ces th e p o ten tial fo r co n flicts o f in terest

 



 

3 0  T h e co m b in atio n  o f S ierra, MC C  an d  MD L Y  w ill create a lead in g , p u b licly  - trad ed  in tern ally  m an ag ed  B D C  K ey  T ran sactio n  H ig h lig h ts S o u rce: Man ag em en t , Jo in t P ro x y  S tatem en t/P ro sp ectu s, MD L Y  1 0  - Q  1 . S N L  F in an cial as o f Jan u ary  2 , 2 0 1 9 . 2 . E stim ates o f S ierra’s p o st - m erg er fin an cial p o sitio n  are b ased  o n  th e Jo in t P ro x y  S tatem en t/P ro sp ectu s. • $ 2  b illio n  o f assets o n  b alan ce sh eet an d  ~ $ 5  b illio n  o f A U M in clu d in g  th ird  - p arty  cap ital 2  C reates th e 2 n d  larg est in tern ally  m an ag ed  an d  9 th  larg est p u b licly  trad ed  B D C  1  1  C reates a sin g le, larg er, d iv ersified  b alan ce sh eet 2  • S in g le larg er B D C  w ith  ~ 9 2 %  o f sh ares in  free flo at an d  ex p ected  $ 1 .1  b illio n  o f N A V  • S ierra C o m m o n  S to ck  to  b e listed  o n  th e N Y S E  at th e tim e o f clo sin g  P o ten tial to  in crease liq u id ity  fo r sh areh o ld ers o f S ierra, MC C  an d  MD L Y  3  +  +  • E x p ected  to  b e 1 5 .7 %  accretiv e fo r S ierra sh areh o ld ers an d  2 9 .8 %  accretiv e to  MC C  sh areh o ld ers an d  1 8 .5 %  accretiv e to  MC C  sh areh o ld ers assu m in g  flat MD L Y  earn in g s • N II accretio n  ex p ected  to  d riv e in creased  d iv id en d  an d  stro n g er d iv id en d  p ay in g  cap acity  th an  stan d alo n e MC C  E x p ected  to  b e accretiv e to  N et In v estm en t In co m e (“N II”) p er sh are fo r S ierra an d  MC C  4  P o ten tial u p sid e to  fu tu re v alu atio n  as a resu lt o f in tern alizatio n   o p eratio n al efficien cy  fro m  sim p lified  stru ctu re 5  • In creased  size an d  d iv ersificatio n  w ith  p o ten tial fo r b ro ad er access to  fin an cin g  m ark ets an d  lo w er fin an cin g  co sts o v er tim e • L o w er n o n  - accru als an d  safer, m o re d iv ersified  p o rtfo lio  ex p ected  • S im p lified  stru ctu re • P o ten tial h ig h er v alu atio n  m u ltip les fo r in tern ally  v ersu s ex tern ally  - m an ag ed  p u b licly  trad ed  B D C s b ased  o n  o b serv ed  p rice - to  - N A V  ratio s o v er 1  - , 3  - an d  5  - y ear p erio d s 1  • In creased  o p eratio n al efficien cy  • A sset m an ag em en t su b sid iary  h as th e p o ten tial to  d riv e g ro w th  in  N II an d  N A V  o v er tim e

 



 

A p p en d ix : Med ley  P latfo rm  S en io r S ecu red  R etu rn s an d  V eh icle T rack  R eco rd  (b ased  o n  p erfo rm an ce d ata reflected  in  th e p u b lic filin g s o f MD L Y )

 



 

3 2  Med ley  P latfo rm  P u b lic an d  P riv ate V eh icle T rack  R eco rd  (b ased  o n  p erfo rm an ce d ata reflected  in  th e p u b lic filin g s o f MD L Y ) S o u rce : Man ag em en t N o tes : • A ll fig u res are as o f S ep tem b er 3 0  , 2 0 1 8  (u n au d ited  ) . • D ata p resen ted  reflects th e cu m u lativ e in v estm en t p erfo rm an ce o f each  resp ectiv e fu n d  fro m  in cep tio n  th ro u g h  S ep tem b er 3 0  , 2 0 1 8  . • T h e d ata p resen ted  is estim ated  an d  u n au d ited  . • P ast p erfo rm an ce is n o t in d icativ e o f fu tu re resu lts . In v esto rs in  an y  fu tu re Med ley  m an ag ed  fu n d s m ay  ex p erien ce a lo ss o f th eir in v estm en t . • P lease see th e im p o rtan t d isclo su res an d  fo o tn o tes lo cated  in  th is sectio n  . In cep tio n  D ate S trateg y  G eo g rap h y  V eh icle T y p e N u m b er o f In v estm en ts A m o u n t In v ested  R ealized  L o ss R ate 1  G ro ss IR R  N et IR R  ( $  in  m illio n s) 1 st L ien  S en io r S ecu red  F o cu s: MC C  S en io r L o an  S trateg y  JV  I L L C  2 0 1 5  1 st L ien  1 0 0 .0 %  U n ited  S tates P riv ate 1 1 3  $  4 4 1  0 .1 0 %  9 .5 %  2  8 .6 %  3  S ierra S en io r L o an  S trateg y  JV  I L L C  2 0 1 5  1 st L ien  1 0 0 .0 %  U n ited  S tates P riv ate 1 2 0  $  5 5 9  0 .1 3 %  1 1 .6 %  2  7 .3 %  3  Med ley  O p p o rtu n ity  F u n d  III ("MO F  III") 4  2 0 1 4  1 st L ien  8 0 .4 %  U n ited  S tates P riv ate 4 5  $  2 0 3  0 .0 %  1 0 .5 %  5  5 .8 %  6  2 n d  L ien  8 .1 %  O th er 1 1 .5 %  Med ley  S B IC  L P  ("Med ley  S B IC ") 7  2 0 1 3  1 st L ien  7 5 .3 %  U n ited  S tates P riv ate 4 9  $  4 7 2  1 .7 7 %  1 0 .0 %  5  5 .6 %  8  2 n d  L ien  2 1 .1 %  O th er 3 .6 %  S ierra In co m e C o rp o ratio n  ("S ierra") 9  2 0 1 2  1 st L ien  5 9 .7 %  U n ited  S tates P u b lic (B D C ) 3 9 1  $  2 ,2 9 3  1 .4 1 %  6 .6 %  1 0  4 .7 %  1 1  2 n d  L ien  2 3 .9 %  O th er 1 6 .3 %  S ep arately  Man ag ed  A cco u n ts ("S MA s") 1 2  2 0 1 0  1 st L ien  8 5 .5 %  U n ited  S tates P riv ate 2 1 1  $  1 ,2 0 0  1 .9 1 %  7 .6 %  5  6 .2 %  1 3  2 n d  L ien  3 .7 %  O th er 1 0 .8 %  S en io r S ecu red  an d  S u b o rd in ated : Med ley  C ap ital C o rp o ratio n  ("MC C ") 1 4  2 0 1 1  1 st L ien  5 8 .4 %  U n ited  S tates P u b lic (B D C ) 2 3 0  $  2 ,1 8 4  2 .8 4 %  5 .9 %  1 5  1 .6 %  1 6  2 n d  L ien  2 5 .9 %  O th er 1 5 .7 %  Med ley  O p p o rtu n ity  F u n d  II ("MO F  II") 1 7  2 0 1 0  1 st L ien  6 2 .1 %  U n ited  S tates P riv ate 8 6  $  9 6 3  2 .4 3 %  8 .3 %  5  4 .1 %  6  2 n d  L ien  2 8 .3 %  O th er 9 .6 %

 



 

3 3  Med ley  P u b lic an d  P riv ate V eh icle T rack  R eco rd  D isclo su res ( b ased  o n  p erfo rm an ce d ata reflected  in  th e p u b lic filin g s o f MD L Y ) 1 . A n n u alized  lo ss rate in clu d es o n ly  th o se realized  in v estm en ts in  w h ich  Med ley  ex p erien ced  a lo ss o f p rin cip al o n  a cu m u lativ e cash  flo w  b asis . A n n u alized  lo ss rate is calcu lated  b y  d iv id in g  (x ) to tal in v ested  cap ital b y  (y ) th e to tal realized  p ro ceed s as o f th e ex it d ate, an n u alized  o v er th e in v estm en t p erio d  fro m  th e in v estm en t to  d ate th ro u g h  th e ex it d ate o f th e in v estm en t . 2 . A n n u alized  G ro ss R etu rn  fo r th e S en io r L o an  S trateg y  I an d  II rep resen ts th e an n u alized  in v estm en t in co m e less fin an cin g  ex p en ses p er sh are assu m in g  in v estm en t at in cep tio n  o f th e fu n d  an d  liq u id atio n  o f sh ares at in v estm en t co st p er sh are as o f th e m easu rem en t d ate . 3 . A n n u alized  N et R etu rn  fo r th e S en io r L o an  S trateg y  I an d  II (co llectiv ely  referred  to  h erein  as th e “ JV s ”) rep resen ts th e an n u alized  n et retu rn  b ased  o n  th e d ates o f cap ital co n trib u tio n s an d  d istrib u tio n s an d  th e en d in g  n et asset v alu e as o f th e m easu rem en t d ate . T h e JV s are su b sid iaries o f Med ley  C ap ital C o rp o ratio n  (“MC C ”) an d  S ierra In co m e C o rp o ratio n  (“S ierra”), resp ectiv ely  . Med ley  d o es n o t d irectly  assess a m an ag em en t o r in cen tiv e fee o n  th e JV  s . R ath er, a m an ag em en t an d  in cen tiv e fee are assessed  o n  MC C  an d  S ierra b ased  o n  th eir o w n ersh ip  in terest in  th e JV s . 4 . MO F  III len d s to  m id d le m ark et p riv ate b o rro w ers in  th e U  . S  . , w ith  a fo cu s o n  p ro v id in g  sen io r secu red  lo an s . 5 . A n n u alized  G ro ss R etu rn  fo r MO F  III, Med ley  S B IC , S MA s an d  MO F  II rep resen ts th e cu m u lativ e in v estm en t p erfo rm an ce fro m  in cep tio n  o f each  resp ectiv e fu n d  th ro u g h  S ep tem b er 3 0  , 2 0 1 8  . T h e G ro ss In tern al R ate o f R etu rn  in clu d es b o th  realized  an d  u n realized  in v estm en ts an d  ex clu d es th e im p act o f b ase m an ag em en t fees, in cen tiv e fees an d  o th er fu n d  related  ex p en ses . F o r realized  in v estm en ts, th e in v estm en t retu rn s w ere calcu lated  b ased  o n  th e actu al cash  o u tflo w s an d  in flo w s fo r each  resp ectiv e in v estm en t an d  in clu d e all in terest, p rin cip al an d  fee n o te rep ay m en ts, d iv id en d s an d  tran sactio n s fees, if ap p licab le . F o r u n realized  in v estm en ts, th e in v estm en t retu rn s w ere calcu lated  b ased  o n  th e actu al cash  o u tflo w s an d  in flo w s fo r each  resp ectiv e in v estm en t an d  in clu d e all in terest, p rin cip al an d  fee n o te rep ay m en ts, d iv id en d s an d  tran sactio n s fees, if ap p licab le . T h e in v estm en t retu rn  assu m es th at th e rem ain in g  u n realized  p o rtio n  o f th e in v estm en t is realized  at th e in v estm en t’s m o st recen t fair v alu e, as calcu lated  in  acco rd an ce w ith  G A A P  . T h ere can  b e n o  assu ran ce th at th e in v estm en ts w ill b e realized  at th ese fair v alu es an d  actu al resu lts m ay  d iffer sig n ifican tly  . 6 . A n n u alized  N et R etu rn  fo r MO F  II an d  MO F  III w as calcu lated  u sin g  th e G ro ss In tern al R ate o f

R etu rn , as d escrib ed  in  n o te 5  , an d  is n et o f all m an ag em en t fees an d  carried  in terest allo catio n  sin ce in cep tio n  an d  w as co m p u ted  b ased  o n  th e actu al d ates o f cap ital co n trib u tio n s an d  th e en d in g  ag g reg ate p artn ers’ cap ital at th e en d  o f th e p erio d  . 7 . Med ley  S B IC  len d s to  sm all m id d le m ark et p riv ate b o rro w ers . 8 . E arn in g s fro m  Med ley  S B IC  are p aid  to  MC C  . T h e N et In tern al R ate o f R etu rn  fo r Med ley  S B IC  w as calcu lated  b ased  u p o n  i) th e actu al cash  co n trib u tio n  an d  d istrib u tio n s to /fro m  MC C  an d  Med ley  S B IC  ii) an  allo cab le p o rtio n  o f MC C ’s m an ag em en t an d  in cen tiv e fees an d  g en eral fu n d  related  ex p en ses an d  iii) assu m es th e N A V  as o f th e m easu rem en t d ate is d istrib u ted  to  MC C  . 9 . S ierra p rim arily  fo cu ses o n  d irect len d in g  to  m id d le m ark et b o rro w ers in  th e U n ited  S tates . 1 0 . A n n u alized  G ro ss R etu rn  fo r S ierra rep resen ts th e an n u alized  in v estm en t in co m e less fin an cin g  ex p en ses p er sh are assu m in g  in v estm en t at in cep tio n  o f th e fu n d  in  A p ril 2 0 1 2  an d  liq u id atio n  o f sh ares at in v estm en t co st p er sh are as o f th e m easu rem en t d ate . 1 1 . A n n u alized  N et R etu rn  fo r S ierra rep resen ts th e an n u alized  retu rn  assu m in g  an  in v estm en t at th e in itial p u b lic o fferin g  p rice, rein v estm en ts o f all d iv id en d s an d  d istrib u tio n s at p rices o b tain ed  u n d er S ierra’s d istrib u tio n  rein v estm en t p lan  an d  sellin g  at th e N A V  as o f th e m easu rem en t d ate . 1 2 . In  th e case o f Med ley ’s S MA s, th e in v esto r, rath er th an  Med ley , m ay  co n tro l th e assets o r in v estm en t v eh icle th at h o ld s o r h as cu sto d y  o f th e related  in v estm en ts . C ertain  su b sid iaries o f Med ley  L L C  serv e as th e in v estm en t ad v iser fo r its S MA s . 1 3 . A n n u alized  N et R etu rn  fo r Med ley ’s S MA s w as calcu lated  u sin g  th e G ro ss In tern al R ate o f R etu rn , as d escrib ed  in  n o te 5  , an d  in clu d es th e actu al m an ag em en t fees, in cen tiv e fees an d  g en eral fu n d  related  ex p en ses . 1 4 . MC C  p rim arily  fo cu ses o n  d irect len d in g  to  p riv ate m id d le m ark et b o rro w ers in  th e U n ited  S tates . 1 5 . A n n u alized  G ro ss R etu rn  fo r MC C  rep resen ts th e an n u alized  in v estm en t in co m e less fin an cin g  co sts p er sh are assu m in g  in v estm en t at in cep tio n  o f th e fu n d  in  Jan u ary  2 0 1 1  an d  th e liq u id atio n  o f sh ares at in v estm en t co st p er sh are as o f th e m easu rem en t d ate . 1 6 . A n n u alized  N et R etu rn  fo r MC C , in clu d in g  Med ley  S B IC , rep resen ts th e an n u alized  retu rn  assu m in g  an  in v estm en t at th e in itial p u b lic o fferin g  p rice, rein v estm en ts o f all d iv id en d s an d  d istrib u tio n s at p rices o b tain ed  u n d er MC C 's d iv id en d  rein v estm en t p lan  an d  sellin g  at N A V  as o f th e m easu rem en t d ate . 1 7 . MO F  II len d s to  m id d le m ark et p riv ate b o rro w ers, w ith  a fo cu s o n  p ro v id in g  sen io r secu red  lo an s .
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