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The performance-based incentive fee was higher for the six months ended June 30, 2010 primarily due to higher investment income resulting
from prepayment premiums received and accelerated amortization of fees as a result of debt assets repaying before maturity. Investment
advisory and management fees, which are calculated based on average gross assets, were higher during the six months ended June 30, 2010
compared to the same period in 2009 due to higher average gross assets during the six months ended June 30, 2010 compared to the same period
in 2009.

Interest and other credit facility expenses were higher for the six months ended June 30, 2010 primarily due to higher average debt balances
outstanding during the period, including the newly issued Senior Unsecured Notes, higher loan fee amortization expenses, related to the
establishment of the Senior Unsecured Notes and credit facility amendments, and higher unused facility fees.

Administrative service fees were lower during the first half of 2010 because the first half of 2009 included costs related to pre-IPO private fund
administration and reporting. Other general and administrative expenses were higher during the first half of 2010 due to increased post-IPO
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insurance costs and bank custody fees.

Net Realized and Unrealized Gains and Losses

Six Months Ended
June 30,

(unaudited)
2010 2009

(in thousands)
Net realized (loss) on investments $ (27,812) $ (75,922) 
Net realized gain (loss) on forward contracts 9,748 (7,830) 
Net realized gain (loss) on foreign currency exchange 3,531 (467) 
Net unrealized gain on investments 60,808 62,101
Net unrealized (loss) on forward contracts (3,326) (2,689) 
Net unrealized gain (loss) on foreign currency exchange (708) 29

Total realized and unrealized gain (loss) $ 42,241 $ (24,778) 

The combination of the net realized and unrealized gains or losses resulted in a net gain of $42.2 million for the six months ended June 30, 2010
compared to a net loss of $24.8 million for the same period in 2009. The net gain for the six months ended June 30, 2010 was primarily due to
increases in the fair value of our portfolio assets during the period as well as realizations in excess of prior valuations. The net increase in the fair
value of our portfolio assets was primarily due to continued credit improvement in the portfolio, the tightening of credit spreads in the high yield
market and portfolio realizations. The net loss during the six months ended June 30, 2009 was primarily due to overall weakening in the
economy during the period resulting in lower portfolio asset values. We analyze this section on a combined basis because offsets may exist in
the individual line items due to foreign exchange fluctuations and movements from unrealized to realized.

Our investments denominated in Euro, British Pounds and Australian dollars are converted into U.S. dollars at the balance sheet date, and as
such, we are exposed to movements in exchange rates. To limit our exposure to movements in foreign currency exchange rates we enter into
foreign exchange forward contracts or borrow in foreign currencies under our multi-currency revolving credit facility. For the six months ended
June 30, 2010 the total net realized and unrealized gain on forward contracts and foreign currency exchange was $9.2 million compared to a loss
of $10.9 million for the same line items for the six months ended June 30, 2009. This is due to a greater relative strengthening of the U.S. dollar
during the six months ended June 30, 2010 compared to the same period in 2009.
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Liquidity and Capital Resources

The Company�s liquidity is generated and generally available through its multi-currency $355 million revolving credit facility maturing in
February 2013, from cash flows from operations, investment sales of liquid assets, repayments of senior and subordinated loans, income earned
on investments and cash equivalents, and we expect through periodic follow-on equity offerings. On February 9, 2010, Solar Capital Ltd. priced
its initial public offering selling 5.68 million shares, including the underwriters over-allotment, at a price of $18.50 per share. Net of
underwriting fees the Company raised a total of $97.7 million and its shares began to trade on the NASDAQ Global Select Market under the
ticker �SLRC�. In addition, Solar Capital Ltd. sold 0.60 million shares at $18.50 in a concurrent private placement to management. The primary
use of our liquidity is expected to be for repayment of indebtedness, investments in portfolio companies, cash distributions to our shareholders or
for other general corporate purposes.

At June 30, 2010 and December 31, 2009, we had cash and cash equivalents of approximately $68.8 million and $5.7 million, respectively. Cash
provided by operating activities for the six months ended June 30, 2010 and 2009 was approximately $125.6 million and $16.5 million,
respectively. We expect that all current liquidity needs will be met with cash flows from operations and other activities.

Credit Facility and Senior Unsecured Notes

Credit Facility. On February 12, 2010, Solar Capital Ltd. amended and restated Solar Capital LLC�s $250 million Senior Secured Revolving
Credit Facility (the �Credit Facility�), extending the maturity to February 2013 and increasing the total commitments under the facility to $270
million. Per the amended agreement, borrowings bear interest at a rate per annum equal to the base rate plus 3.25% or the alternate base rate plus
2.25%. The commitment fee on unused balances is 0.375%. The amendment also reduced the advance rates permitted on certain asset types and
placed limitations on the secured borrowing amount. On May 26, 2010, the Credit Facility was amended to remove the limitations on the
secured borrowing and increase the advance rates permitted on certain asset types. Total commitments under the Credit Facility have been
increased to $355 million as a result of the addition of two new lenders on May 12, 2010 and June 23, 2010. The facility size may be increased
up to $600 million with additional new lenders or the increase in commitments of current lenders. The Credit Facility contains certain customary
affirmative and negative covenants and events of default, including the occurrence of a change of control. In addition, the Credit Facility
contains certain financial covenants that among other things, requires the Company to maintain a minimum shareholder�s equity and a minimum
debt to total assets ratio.

Senior Unsecured Notes. In February 2010, as a component of the Solar Capital Merger, Solar Capital Ltd. issued $125 million of Senior
Unsecured Notes. The Senior Unsecured Notes mature in February 2014 and have a coupon of 8.75%, payable quarterly in cash beginning
May 1, 2010. The Senior Unsecured Notes are redeemable at any time, in whole or in part, at a price of 100% of their principal amount, plus
accrued and unpaid interest to the date of redemption. Further, we must use the net cash proceeds from the issuance of any other senior notes
either to redeem or make an offer to purchase the outstanding Senior Unsecured Notes at a price of 100% of their principal amount, plus accrued
and unpaid interest to the date of redemption. The Senior Unsecured Notes subject us to customary covenants, including, among other things,
(i) a requirement to maintain an �asset coverage ratio� of at least 2.00 to 1.00; (ii) a requirement that in the event of a �change of control� (as defined
in the agreement governing the Senior Unsecured Notes) we will be required to offer to repurchase the Senior Unsecured Notes at a price of
101% of their principal amount, plus accrued and unpaid interest to the date of repurchase; and (iii) a restriction on incurring any debt on a
junior lien basis, or any debt that is contractually subordinated in right of payment to any other debt unless it is also subordinated to the Senior
Unsecured Notes on substantially identical terms. The agreement under which the Senior Unsecured Notes have been issued contains customary
events of default.

Certain covenants may restrict our business activities, including limitations that could hinder our ability to finance additional loans and
investments or to make the distributions required to maintain our status as a RIC under Subchapter M of the Code.

Contractual Obligations

A summary of our significant contractual payment obligations as of June 30, 2010:

Payments Due by Period
(unaudited)

(in millions) Total
Less than

1 Year 1-3 Years 3-5 Years
More Than

5 Years
Senior secured revolving credit facility(1) $ �  $ �  $ �  $ �  $ �  
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Senior Unsecured Notes $ 125.0 $ �  $ �  $ 125.0 $ �  

(1) As of June 30, 2010, we had $355.0 million of unused borrowing capacity under our credit facility.
We have certain commitments pursuant to our Investment Advisory and Management Agreement entered into with Solar Capital Partners, LLC
(�Solar Capital Partners�). We have agreed to pay a fee for investment advisory and management services consisting of two components�a base
management fee and an incentive fee. Payments under the Investment Advisory and Management Agreement are equal to (1) a percentage of the
value of our average gross assets and (2) a two-part incentive fee. We have also entered into a contract with Solar Capital Management LLC,
(�Solar Capital Management�) to serve as our administrator. Payments under the Administration Agreement are equal to an amount based upon
our allocable portion of Solar Capital Management�s overhead in performing its obligation under the agreement, including rent, fees, and other
expenses inclusive of our allocable portion of the compensation of our chief financial officer and any administrative staff.

Off-Balance Sheet Arrangements

In the normal course of our business, we trade various financial instruments and may enter into various investment activities with off-balance
sheet risk, which include forward foreign currency contracts. Generally, these financial instruments represent future commitments to purchase or
sell other financial instruments at specific terms at future dates. These financial instruments contain varying degrees of off-balance sheet risk
whereby changes in the market value or our satisfaction of the obligations may exceed the amount recognized in our Consolidated Statements of
Assets and Liabilities.

Borrowings

We had borrowings of $125.0 million and $88.1 million outstanding as of June 30, 2010 and December 31, 2009, respectively.

31

Edgar Filing: GIVEN DOUGLAS B - Form 4

Table of Contents 5



Table of Contents

Distributions and Dividends

On August 3, 2010, our board of directors declared a quarterly dividend of $0.60 per share payable on October 4, 2010 to holders of record as of
September 17, 2010. For the three and six months ended June 30, 2010, declared dividends to stockholders totaled $0.60 per share or $19.8
million and $0.94 per share or $31.0 million, respectively. The $0.34 dividend declared during the first quarter of 2010 was a $0.60 dividend
prorated for the number of days that remained in the quarter after our initial public offering. Tax characteristics of all dividends will be reported
to shareholders on Form 1099 after the end of the calendar year. Our quarterly dividends, if any, will be determined by our board of directors.

We intend to elect to be taxed as a RIC under Subchapter M of the Code. To maintain our RIC status, we must distribute at least 90% of our
ordinary income and realized net short-term capital gains in excess of realized net long-term capital losses, if any, out of the assets legally
available for distribution. In addition, although we currently intend to distribute net realized capital gains (net long-term capital gains in excess
of short-term capital losses), if any, at least annually, out of the assets legally available for such distributions, we may in the future decide to
retain such capital gains for investment.

We maintain an �opt out� dividend reinvestment plan for our common stockholders. As a result, if we declare a dividend, then stockholders� cash
dividends will be automatically reinvested in additional shares of our common stock, unless they specifically �opt out� of the dividend
reinvestment plan so as to receive cash dividends.

Related Parties

We have entered into a number of business relationships with affiliated or related parties, including the following:

� We have entered into an Investment Advisory and Management Agreement with Solar Capital Partners. Mr. Gross, our chairman and
chief executive officer, is the managing member and a senior investment professional of, and has financial and controlling interests
in, Solar Capital Partners. In addition, Mr. Spohler, our chief operating officer is a partner and a senior investment professional of,
and has financial interests in, Solar Capital Partners.

� Solar Capital Management provides us with the office facilities and administrative services necessary to conduct day-to-day
operations pursuant to our Administration Agreement. We reimburse Solar Capital Management for the allocable portion of
overhead and other expenses incurred by it in performing its obligations under the Administration Agreement, including rent, the
fees and expenses associated with performing compliance functions, and the compensation of our chief compliance officer, our chief
financial officer and any administrative support staff. Solar Capital Partners, our investment adviser, is the sole member of and
controls Solar Capital Management.

� We have entered into a license agreement with Solar Capital Partners, pursuant to which Solar Capital Partners has granted us a
non-exclusive, royalty-free license to use the name �Solar Capital.�

� Certain entities affiliated with Magnetar Financial LLC own as of August 3, 2010, approximately 19.61% of our outstanding shares
of common stock.

Solar Capital Partners and its affiliates may also manage other funds in the future that may have investment mandates that are similar, in whole
and in part, with ours. Solar Capital Partners and its affiliates may determine that an investment is appropriate for us and for one or more of
those other funds. In such event, depending on the availability of such investment and other appropriate factors, Solar Capital Partners or its
affiliates may determine that we should invest side-by-side with one or more other funds. Any such investments will be made only to the extent
permitted by applicable law and interpretive positions of the SEC and its staff, and consistent with Solar Capital Partners� allocation procedures.
In addition, we have adopted a formal code of ethics that governs the conduct of our officers and directors. Our officers and directors also
remain subject to the duties imposed by both the 1940 Act and the Maryland General Corporation Law.
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Item 3. Quantitative and Qualitative Disclosure about Market Risk
We are subject to financial market risks, including changes in interest rates. During the three months ended June 30, 2010, certain of the loans in
our portfolio had floating interest rates. Interest rates on these loans are typically based on floating LIBOR and reset to current market rates
every one to six months. As we increase our investments in mezzanine and other subordinated loans we expect that our portfolio will have an
increased percentage of fixed rate assets. A change in interest rates would not have a material effect on our net investment income. However, we
may hedge against interest rate fluctuations from time-to-time by using standard hedging instruments such as futures, options and forward
contracts subject to the requirements of the 1940 Act. While hedging activities may insulate us against adverse changes in interest rates, they
may also limit our ability to participate in the benefits of higher interest rates with respect to our portfolio of investments. During the three
months ended June 30, 2010, we did not engage in interest rate hedging activities.

The following table quantifies the potential changes in interest income net of interest expense should interest rates increase by 100 or 200 basis
points or decrease by 25 basis points. Investment income is calculated as revenue from loans and other lending investments held at June 30,
2010 and interest expense is calculated based on our borrowings of $125 million on the fixed rate Senior Unsecured Notes as of June 30, 2010.
We had no outstanding borrowings under the floating rate Credit Facility as of June 30, 2010 and therefore the interest expense calculations
below do not change with the hypothetical changes in interest rates. The base interest rate case assumes the rates on our portfolio investments
remain as they were on June 30, 2010. All of the hypothetical calculations are based on a model of our portfolio for the twelve months
subsequent to June 30, 2010 and assume no change to any input other than the underlying base interest rates.

Actual results could differ significantly from those estimated in the table.

Change in Interest Rates

Estimated Percentage
Change in Interest

Income Net of
Interest Expense

(unaudited)
-25 Basis Points (0.34)%
Base Interest Rate 0.00%
+100 Basis Points 1.37%
+200 Basis Points 2.94%

We have exposure to foreign currencies (Euro, British Pounds and Australian dollars) through various investments. These investments are
converted into U.S. dollars at the balance sheet date, exposing us to movements in exchange rates. To limit our exposure to fluctuations in
exchange rates, we enter into foreign exchange forward contracts or borrow in those currencies under our multi-currency revolving credit
facility. Our foreign currency exchange contracts are short term contracts that are continuously rolled forward to hedge the longer term portfolio
investments. The table below presents our exchange rate sensitive assets and liabilities as of June 30, 2010:

Australian Dollar Euro Pounds Sterling
Portfolio Investments (Long) (unaudited)
Par Amount, Fair Value for Equity (in Currency in millions) 29.9 26.3 35.7
Par Amount, Fair Value for Equity ($ in millions) $ 25.1 $ 32.2 $ 53.3
Fair Value ($ in millions) $ 23.6 $ 22.1 $ 42.9

Forward Contracts (Short) (unaudited)
Notional Amount (in Currency in millions) 30.2 17.9 36.3
Contractual Exchange Rate 0.815 1.195 1.447
Contract Amount ($ in millions) $ 24.6 $ 21.4 $ 52.5
Fair Value ($ in millions) $ (0.8) $ (0.5) $ (1.7)
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Item 4. Controls and Procedures
(a) Evaluation of Disclosure Controls and Procedures

As of June 30, 2010 (the end of the period covered by this report), we, including our Chief Executive Officer and Chief Financial Officer,
evaluated the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rule 13a-15(e) of the 1934 Act).
Based on that evaluation, our management, including the Chief Executive Officer and Chief Financial Officer, concluded that our disclosure
controls and procedures were effective and provided reasonable assurance that information required to be disclosed in our periodic SEC filings is
recorded, processed, summarized and reported within the time periods specified in the SEC�s rules and forms, and that such information is
accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow
timely decisions regarding required disclosure. However, in evaluating the disclosure controls and procedures, management recognized that any
controls and procedures, no matter how well designed and operated can provide only reasonable assurance of achieving the desired control
objectives, and management necessarily was required to apply its judgment in evaluating the cost-benefit relationship of such possible controls
and procedures.

(b) Changes in Internal Controls Over Financial Reporting

Management has not identified any change in the Company�s internal control over financing reporting that occurred during the second quarter of
2010 that has materially affected, or is reasonably likely to materially affect, the Company�s internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings
We, Solar Capital Management, LLC and Solar Capital Partners, LLC are not currently subject to any material pending legal proceedings
threatened against us. From time to time, we may be a party to certain legal proceedings incidental to the normal course of our business
including the enforcement of our rights under contracts with our portfolio companies. While the outcome of these legal proceedings cannot be
predicted with certainty, we do not expect that these proceedings will have a material effect upon our business, financial condition or results of
operations.

Item 1A. Risk Factors
In addition to the other information set forth in this report, you should carefully consider the factors discussed in Item 1A. Risk Factors in our
Annual Report on Form 10-K for the fiscal year ended December 31, 2009, which could materially affect our business, financial condition
and/or operating results. The risks described in our Annual Report on Form 10-K are not the only risks facing our Company. Additional risks
and uncertainties not currently known to us or that we currently deem to be immaterial also may materially and adversely affect our business,
financial condition and/or operating results. There have been no material changes during the six months ended June 30, 2010 to the risk factors
discussed in Item 1A. Risk Factors in our Annual Report on Form 10-K for the year ended December 31, 2009.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
While we did not engage in unregistered sales of equity securities during the three months ended June 30, 2010, we issued a total of 102,384
shares of common stock under the dividend reinvestment plan. This issuance was not subject to the registration requirements under the
Securities Act of 1933. The aggregate valuation price for the shares of common stock issued under the dividend reinvestment plan was
approximately $22.34 per share.

Item 3. Defaults Upon Senior Securities
None.

Item 4. Reserved
[Intentionally left blank]

Item 5. Other Information
None.
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Item 6. Exhibits
(a) Exhibits

The following exhibits are filed as part of this report or hereby incorporated by reference to exhibits previously filed with the SEC:

Exhibit
Number Description

  3.1 Articles of Amendment and Restatement**

  3.2 Amended and Restated Bylaws**

  4.1 Form of Common Stock Certificate****

  4.2 Form of Note Agreement for Senior Unsecured Notes****

  4.3 Form of Senior Unsecured Notes****

10.1 Dividend Reinvestment Plan**

10.2 Form of Amended and Restated Senior Secured Revolving Credit Agreement by and between the Registrant, the Lenders and
Citibank, N.A., as administrative agent****

10.3 Investment Advisory and Management Agreement by and between Registrant and Solar Capital Partners, LLC*

10.4 Form of Custodian Agreement****

10.5 Administration Agreement by and between Registrant and Solar Capital Management, LLC*

10.6 Form of Indemnification Agreement by and between Registrant and each of its directors**

10.7 Registration Rights Agreement by and between Registrant, Solar Cayman Limited, Solar Offshore Limited, Citigroup Global
Markets Inc., J.P. Morgan Securities Inc. and purchasers in the initial private placement*

10.8 First Amendment to the Registration Rights Agreement by and between Registrant, Solar Cayman Limited, Solar Offshore
Limited, Citigroup Global Markets Inc., J.P. Morgan Securities Inc. and purchasers in the initial private placement**

10.9 Registration Rights Agreement by and between Registrant, Magnetar Capital Fund, LP and Solar Offshore Limited*

10.10 Trademark License Agreement by and between Registrant and Solar Capital Partners, LLC**

10.11 Form of Share Purchase Agreement by and between Registrant and Solar Capital Investors II, LLC****

10.12 Form of Agreement and Plan of Merger by and between Registrant and Solar Capital LLC****

10.13 Form of Unit Exchange Agreement by and between Registrant, Solar Cayman Limited, Solar Offshore Limited, Solar Domestic
LLC, and Solar Capital Management, LLC****

11 Computation of Per Share Earnings (included in the notes to the audited financial statements contained in this report).

31.1 Certification of Chief Executive Officer pursuant to Rule 13a-14 of the Securities Exchange Act of 1934, as amended.

31.2 Certification of Chief Financial Officer pursuant to Rule 13a-14 of the Securities Exchange Act of 1934, as amended.

32.1 Certification of Chief Executive Officer pursuant to Section 906 of The Sarbanes-Oxley Act of 2002.

32.2 Certification of Chief Financial Officer pursuant to Section 906 of The Sarbanes-Oxley Act of 2002.
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* Previously filed in connection with Solar Capital Ltd.�s registration statement on Form N-2 (File No. 333-148734) filed on January 18,
2008.

** Previously filed in connection with Solar Capital Ltd.�s registration statement on Form N-2 Pre-Effective Amendment No. 7 (File
No. 333-148734) filed on January 7, 2010.

*** Previously filed in connection with Solar Capital Ltd.�s registration statement on Form N-2 Pre-Effective Amendment No. 8 (File
No. 333-148734) filed on January 27, 2010.

**** Previously filed in connection with Solar Capital Ltd.�s registration statement on Form N-2 (File No. 333-148734) filed on February 9,
2010.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized on August 3, 2010.

SOLAR CAPITAL LTD.

By: /s/    MICHAEL S. GROSS        

Michael S. Gross
Chief Executive Officer

(Principal Executive Officer)

By: /s/    NICHOLAS RADESCA        

Nicholas Radesca
Chief Financial Officer

(Principal Financial and Accounting Officer)
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