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The information in this prospectus is not complete and may be changed. These securities may not be sold until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer
to sell nor does it seek an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED JANUARY 17,
2014

PROSPECTUS
$750,000,000
MEDLEY CAPITAL CORPORATION

Common Stock
Preferred Stock
Warrants
Debt Securities
Units

Medley Capital Corporation is a non-diversified closed end management investment company that has elected to be

treated and is regulated as a business development company. Our investment objective is to generate current income

and capital appreciation by lending directly to privately held middle market companies to help these companies fund
acquisitions, growth or refinancing.

We may offer, from time to time, in one or more offerings or series, up to $750,000,000 of our common stock,
preferred stock, debt securities, units or warrants representing rights to purchase shares of our common stock,
preferred stock or debt securities, which we refer to, collectively, as the securities. The preferred stock and warrants
offered hereby may be convertible or exchangeable into shares of our common stock. The securities may be offered at
prices and on terms to be described in one or more supplements to this prospectus.

In the event we offer common stock, the offering price per share of our common stock less any underwriting
commissions or discounts will generally not be less than the net asset value per share of our common stock at the time
we make the offering. However, we may issue shares of our common stock pursuant to this prospectus at a price per
share that is less than our net asset value per share (a) with the prior approval of the majority of our common
stockholders or (b) under such other circumstances as the Securities and Exchange Commission may permit.

Common Stock Preferred Stock Warrants Debt Securities Units 4
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The securities may be offered directly to one or more purchasers, or through agents designated from time to time by
us, or to or through underwriters or dealers. The prospectus supplement relating to an offering will identify any agents
or underwriters involved in the sale of the securities, and will disclose any applicable purchase price, fee, commission
or discount arrangement between us and our agents or underwriters or among our underwriters or the basis upon
which such amount may be calculated. See Plan of Distribution. We may not sell any of the securities through agents,
underwriters or dealers without delivery of this prospectus and a prospectus supplement describing the method and
terms of the offering of such securities.

Our common stock is listed on the New York Stock Exchange ( NYSE ) under the symbol MCC. On January 16, 2014,
the last reported sales price on the NYSE for our common stock was $14.37 per share. The net asset value per share of
our common stock at September 30, 2013 was $12.70.

This prospectus, and the accompanying prospectus supplement, contains important information about us that a
prospective investor should know before investing in our common stock or other securities. Please read this
prospectus, and the accompanying prospectus supplement, before investing, and keep it for future reference. We are
required to file annual, quarterly and current reports, proxy statements and other information about us with the
Securities and Exchange Commission. This information is available free of charge by contacting us by mail at 375
Park Avenue, 33rd Floor, New York, NY 10152, by telephone at (212) 759-0777 or on our website at
http://www.medleycapitalcorp.com. The Securities and Exchange Commission also maintains a website at
http://'www.sec.gov that contains such information. Information contained on our website is not incorporated by
reference into this prospectus, and you should not consider that information to be part of this prospectus or the
accompanying prospectus supplement.

An investment in our common stock or other securities is very risky and highly speculative. Shares of
closed-end investment companies, including business development companies, frequently trade at a discount to
their net asset value. In addition, the companies in which we invest are subject to special risks. See Risks
beginning on page 9 to read about factors you should consider, including the risk of leverage, before investing
in our common stock or other securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to

the contrary is a criminal offense.

This prospectus may not be used to consummate sales of shares of common stock unless accompanied by a prospectus
supplement.

January 2014

Common Stock Preferred Stock Warrants Debt Securities Units
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You should rely only on the information contained in this prospectus and the accompanying prospectus
supplement. We have not authorized any dealer, salesman or other person to give any information or to make
any representation other than those contained in this prospectus or any prospectus supplement to this
prospectus. You must not rely upon any information or representation not contained in this prospectus or any
such supplements as if we had authorized it. This prospectus and any such supplements do not constitute an
offer to sell or a solicitation of any offer to buy any security other than the registered securities to which they
relate, nor do they constitute an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction
to any person to whom it is unlawful to make such an offer or solicitation in such jurisdiction. The information
contained in this prospectus and any such supplements is accurate as of the dates on their covers. Our business,
financial condition, results of operations and prospects may have changed since then.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the Securities and Exchange Commission, or
SEC, using the shelf registration process. Under the shelf registration process, which constitutes a delayed offering in
reliance on Rule 415 under the Securities Act of 1933, as amended, or the Securities Act, we may offer, from time to
time, in one or more offerings or series, up to $750,000,000 of our common stock, preferred stock, debt securities,
units or warrants representing rights to purchase shares of our common stock, preferred stock or debt securities on the
terms to be determined at the time of the offering. The securities may be offered at prices and on terms described in
one or more supplements to this prospectus. This prospectus provides you with a general description of the securities
that we may offer. Each time we use this prospectus to offer securities, we will provide a prospectus supplement that
will contain specific information about the terms of that offering. A prospectus supplement may also add, update or
change information contained in this prospectus.

Please carefully read this prospectus and any such supplements together with any exhibits and the additional
information described under Available Information and in the Prospectus Summary and Risks

sections before you
make an investment decision.

ii

ABOUT THIS PROSPECTUS
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PROSPECTUS SUMMARY

This summary highlights some of the information in this prospectus. It is not complete and may not contain all of the
information that you may want to consider before investing in our common stock or other securities. You should read
the entire prospectus carefully, including the section entitled Risks .

Except as otherwise indicated, the terms:

we , us , our , Medley Capital andthe Company refer to Medley Capital Corporation, a Delaware corporation, ai
subsidiaries for the periods after our consummation of the formation transaction described elsewhere in this
prospectus and to Medley Capital BDC LLC, a Delaware limited liability company, for the periods prior to our
consummation of the formation transaction described elsewhere in this prospectus;
MCC Advisors and the Adviser refer to MCC Advisors LLC, our investment adviser; and
Medley refers, collectively, to the activities and operations of Medley Capital LLC, Medley LLC, MCC Advisors,
associated investment funds and their respective affiliates.

Medley Capital

Medley Capital Corporation is a non-diversified closed end management investment company incorporated in
Delaware that has elected to be treated and is regulated as a business development company ( BDC ) under the
Investment Company Act of 1940, as amended (the 1940 Act ). We completed our initial public offering ( TPO ) and
commenced operations on January 20, 2011. We have elected and qualified to be treated for U.S. federal income tax
purposes as a regulated investment company ( RIC ) under subchapter M of the Internal Revenue Code of 1986, as
amended (the Code ), commencing with our first taxable year as a corporation, and we intend to operate in a manner so
as to maintain our RIC tax treatment. We are externally managed and advised by our investment adviser, MCC
Advisors LLC ( MCC Advisors ) pursuant to an investment management agreement.

Our investment objective is to generate current income and capital appreciation by lending directly to privately held
middle market companies to help these companies fund acquisitions, growth or refinancing. Our portfolio generally
consists of senior secured first lien loans and senior secured second lien loans. In many of our investments, we receive
warrants or other equity participation features, which we believe will increase the total investment returns.

Our investment activities are managed by our investment adviser, MCC Advisors, which is an investment adviser
registered under the Investment Advisers Act of 1940, as amended. MCC Advisors is an affiliate of Medley and has
offices in New York and San Francisco. MCC Advisors is responsible for sourcing investment opportunities,
conducting industry research, performing diligence on potential investments, structuring our investments and
monitoring our portfolio companies on an ongoing basis. MCC Advisors team draws on its expertise in lending to
predominantly privately held borrowers in a range of sectors, including industrials and transportation, energy and
natural resources, financials and real estate. In addition, MCC Advisors seeks to diversify our portfolio of loans by
company type, asset type, transaction size, industry and geography.

The members of our management, Brook Taube, Seth Taube and Andrew Fentress, also serve as the principals of
MCC Advisors ( Principals ) and have worked together for over ten years, during which time they have focused on
implementing their private debt strategy. We believe that MCC Advisors disciplined and consistent approach to
origination, portfolio construction and risk management should allow it to achieve compelling risk-adjusted returns for
Medley Capital.

PROSPECTUS SUMMARY 9
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MCC Advisors also serves as our administrator and furnishes us with office space, equipment and other office
services. The responsibilities of our administrator include overseeing our financial records, preparing reports to our
stockholders and reports filed with the Securities and Exchange Commission (the SEC ) and generally monitoring the
payment of our expenses and the performance of administrative and professional services rendered to us by others.

On March 26, 2013, our wholly-owned subsidiary, Medley SBIC LP ( SBIC LP ), received a Small Business
Investment Company ( SBIC ) license from the Small Business Administration ( SBA ). In

Medley Capital 10
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anticipation of receiving an SBIC license, on November 16, 2012, we obtained exemptive relief from the SEC to
permit us to exclude the debt of SBIC LP guaranteed by the SBA from our 200% asset coverage test under the 1940
Act. The exemptive relief provides us with increased flexibility under the 200% asset coverage test by permitting
SBIC LP to borrow up to $150 million more than it would otherwise be able to absent the receipt of this exemptive
relief.

The SBIC license allows SBIC LP to obtain leverage by issuing SBA-guaranteed debentures, subject to the issuance
of a capital commitment by the SBA and other customary procedures. SBA-guaranteed debentures are non-recourse,
interest only debentures with interest payable semi-annually and have a ten year maturity. The principal amount of
SBA-guaranteed debentures is not required to be paid prior to maturity but may be prepaid at any time without
penalty. The interest rate of SBA-guaranteed debentures is fixed on a semi-annual basis at a market-driven spread over

U.S. Treasury Notes with 10-year maturities. The SBA, as a creditor, will have a superior claim to SBIC LP s assets
over our stockholders in the event we liquidate SBIC LP or the SBA exercises its remedies under the SBA-guaranteed
debentures issued by SBIC LP upon an event of default.

Corporate Information

See Management s Discussion and Analysis of Financial Condition and Results of Operations = Formation Transaction
for a discussion of our formation.

Our administrative and executive offices are located at 375 Park Avenue, 33rd Floor, New York, NY 10152, and our
telephone number is (212) 759-0777. We maintain a website at http://www.medleycapitalcorp.com. Information
contained on our website is not incorporated by reference into this prospectus, and you should not consider
information contained on our website to be part of this prospectus.

Risks

Investing in us involves a high degree of risk. See Risks beginning on page 9 of this prospectus for a more detailed
discussion of the material risks you should carefully consider before deciding to invest in our common stock or other
securities.

Recent Developments

On November 25, 2013, we received an amended order from the SEC that expanded our ability to negotiate the terms
of co-investment transactions with other funds managed by MCC Advisors or its affiliates, including Sierra Income
Corporation, a non-traded business development company, subject to the conditions included therein. In situations
where co-investment with other funds managed by MCC Advisors or its affiliates is not permitted or appropriate, such
as when there is an opportunity to invest in different securities of the same issuer or where the different investments
could be expected to result in a conflict between our interests and those of other MCC Advisors clients, MCC
Advisors will need to decide which client will proceed with the investment. MCC Advisors will make these
determinations based on its policies and procedures, which generally require that such opportunities be offered to
eligible accounts on an alternating basis that will be fair and equitable over time. Moreover, except in certain
circumstances, we will be unable to invest in any issuer in which a fund managed by MCC Advisors or its affiliates
has previously invested. Similar restrictions limit our ability to transact business with our officers or directors or their
affiliates.

Corporate Information 11
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Under the terms of the relief permitting us to co-invest with other funds managed by MCC Adyvisors or its affiliates, a
required majority (as defined in Section 57(0) of the 1940 Act) of our independent directors must make certain
conclusions in connection with a co-investment transaction, including that (1) the terms of the proposed transaction,
including the consideration to be paid, are reasonable and fair to us and our stockholders and do not involve
overreaching of us or our stockholders on the part of any person concerned and (2) the transaction is consistent with
the interests of our stockholders and is consistent with our investment objective and strategies.

Recent Developments 12
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OFFERINGS

We may offer, from time to time, in one or more offerings or series, up to $750,000,000 of our common stock,
preferred stock, debt securities, units or warrants representing rights to purchase shares of our common stock,
preferred stock or debt securities, on terms to be determined at the time of the offering. We will offer our securities at
prices and on terms to be set forth in one or more supplements to this prospectus.

The securities may be offered directly to one or more purchasers, or through agents designated from time to time by
us, or to or through underwriters or dealers. The prospectus supplement relating to an offering will identify any agents
or underwriters involved in the sale of the securities, and will disclose any applicable purchase price, fee, commission
or discount arrangement between us and our agents or underwriters or among our underwriters or the basis upon
which such amount may be calculated. See Plan of Distribution. We may not sell any of the securities through agents,
underwriters or dealers without delivery of this prospectus and a prospectus supplement describing the method and
terms of the offering of such securities.

Set forth below is additional information regarding the offerings:

Use of Proceeds
Unless otherwise specified in a prospectus supplement, we intend to use the net proceeds from the sale of our
securities to provide debt financing to portfolio companies in accordance with our investment objective and for
general corporate purposes. Pending such use, we will invest the remaining net proceeds of this offering primarily in
cash, cash equivalents, U.S. government securities and other high-quality debt instruments that mature in one year or
less. These securities may have lower yields than the types of investments we would typically make in accordance
with our investment objective and, accordingly, may result in lower distributions, if any, during such period. Each
supplement to this prospectus relating to an offering will more fully identify the use of the proceeds from such
offering. See Use of Proceeds.

New York Stock Exchange symbol

MCC

Distributions on common stock
We intend to distribute quarterly dividends to holders of our common stock out of profits legally available for
distribution. Our quarterly distributions, if any, will be determined by our board of directors.

Taxation
We have elected and qualified to be treated for U.S. federal income tax purposes as a regulated investment company
( RIC ) under subchapter M of the Code. As a RIC, we generally do not have to pay corporate-level federal income
taxes on any net ordinary income or capital gains that we distribute to our stockholders as dividends. To maintain
our RIC status, we must meet specified source-of-income and asset diversification requirements and distribute
annually at least 90% of our net ordinary income and realized net short-term capital gains in excess of realized net
long-term capital losses, if any. See Price Range of Common Stock and Distributions and Tax Matters.

Borrowing
We expect to continue to use leverage to make investments. As a result, we may continue to be exposed to the risks
of leverage, which include that leverage may be considered a speculative investment technique. The use of leverage
magnifies

3
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the potential for gain and loss on amounts invested and therefore increases the risks associated with investing in our
securities.
Investment Management Agreement
We have entered into an investment management agreement with MCC Advisors, under which MCC Advisors,
subject to the overall supervision of our board of directors, manages our day-to-day operations and provides
investment advisory services to us.
For providing these services, MCC Advisors receives a base management fee from us at an annual rate of 1.75% of
our gross assets, including any assets acquired with the proceeds of leverage. The investment management
agreement also provides that MCC Advisors will be entitled to an incentive fee of 20.0%.
The incentive fee consists of two parts: (1) the first component, which is payable quarterly in arrears, will equal
20.0% of the excess, if any, of the Pre-Incentive Fee Net Investment Income over a hurdle rate (2.0% quarterly) and
subjectto a catch-up provision measured as of the end of each calendar quarter; and (2) the second component,
which will be payable in arrears at the end of each calendar year (or upon termination of the investment management
agreement, as of the termination date), commencing with the year ended December 31, 2011, will equal 20.0% of
the Incentive Fee Capital Gains , if any, which will equal the realized capital gains on a cumulative basis from
inception through the end of each calendar year, computed net of all realized capital losses and unrealized capital
depreciation on a cumulative basis, less the aggregate amount of any previously paid capital gain incentive fees.
The investment management agreement also provides that we will reimburse MCC Advisors for certain costs and
expenses incurred by MCC Advisors. See The Adviser Investment Management Agreement.
Administrator
Under a separate administration agreement, MCC Advisors also serves as our administrator. As administrator, MCC
Advisors oversees our financial records, prepares reports to our stockholders and reports filed with the SEC,
furnishes us with office space, provides us with equipment and office services and generally monitors the payment
of our expenses and the performance of administrative and professional services rendered to us by others. We
reimburse MCC Adpvisors for its costs in providing these services.
Trading at a discount
Shares of closed-end investment companies, including BDCs, frequently trade at a discount to their NAV.
The possibility that our shares may trade at a discount to our NAV is separate and distinct from the risk that
our NAV per share may decline. This risk may have a greater effect on investors expecting to sell their
shares soon after completion of an offering, and our shares may be more appropriate for long-term investors
than for investors with shorter investment horizons. We cannot predict whether our shares will trade above,
at or below NAV.

OFFERINGS 14
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Custodian and Transfer Agent

for Common Stock
U.S. Bank National Association, serves as our Custodian and American Stock Transfer & Trust Company, serves as
our Transfer Agent for our Common Stock. See Custodian and Transfer Agent.

License Agreement
We have entered into a license agreement with Medley Capital LLC, under which Medley Capital LLC has agreed to
grant us a non-exclusive, royalty-free license to use the name Medley . For a description of the license agreement, see

The Adviser License Agreement.

Dividend Reinvestment Plan
We have adopted an opt out dividend reinvestment plan. If your shares of common stock are registered in your own
name, your distributions will automatically be reinvested under our dividend reinvestment plan in additional whole
and fractional shares of common stock, unless you optout of our dividend reinvestment plan so as to receive cash
dividends by delivering a written notice to our plan administrator. If your shares are held in the name of a broker or
other nominee, you should contact the broker or nominee for details regarding opting out of our dividend
reinvestment plan. Stockholders who receive distributions in the form of stock will be subject to the same federal,
state and local tax consequences as stockholders who elect to receive their distributions in cash. See Dividend
Reinvestment Plan.

Certain Anti-Takeover Measures
Our charter and bylaws, as well as certain statutory and regulatory requirements, contain certain provisions that may
have the effect of discouraging a third party from making an acquisition proposal for us. These anti-takeover
provisions may inhibit a change in control in circumstances that could give the holders of our common stock the
opportunity to realize a premium over the market price for our common stock. See Description of Our Capital Stock.

Risks
An investment in our common stock or other securities is subject to risks including the following, among others:

Capital markets are currently in a period of instability, which could have a negative impact on our business and
operations.

There are numerous risks relating to our business, including credit losses on our investments, the risk of loss
associated with leverage, illiquidity and valuation uncertainties in our investments, possible lack of appropriate
investments, the lack of experience of our investment adviser and our dependence on such investment adviser.

There are also numerous risks relating to our investments, including the risky nature of the securities in which we
invest, our potential lack of control over our portfolio companies, our limited ability to invest in public companies

and the potential incentives to our investment adviser to invest more
5
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speculatively than it would if it did not have an opportunity to earn incentive fees.

We also have various risks relating to our status as a BDC, including limitations on raising additional capital, failure
to qualify as a BDC and loss of tax status as a RIC.
See Risks beginning on page 9 of this prospectus for a more detailed discussion of these and other material risks you
should carefully consider before deciding to invest in shares of our common stock or other securities.

Available Information
We are required to file periodic reports, current reports, proxy statements and other information with the SEC. This
information is available at the SEC s public reference room at 100 F Street, NE, Washington, D.C. 20549 and on the
SEC s website at http://www.sec.gov. The public may obtain information on the operation of the SEC s public
reference room by calling the SEC at (202) 551-8090.
We maintain a website at http://www.medleycapitalcorp.com and all of our annual, quarterly and current reports,
proxy statements and other publicly filed information are available, free of charge, on or through our website. You
may also obtain such information by contacting us at 375 Park Avenue, 33rd Floor, New York, NY 10152, or by
calling us at (212) 759-0777. Information contained on our website is not incorporated by reference into this
prospectus, and you should not consider information contained on our website to be part of this prospectus.

OFFERINGS 16
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FEES AND EXPENSES

The following table is intended to assist you in understanding the costs and expenses that you will bear directly or
indirectly. We caution you that some of the percentages indicated in the table below are estimates and may vary.
Except where the context suggests otherwise, whenever this prospectus contains a reference to fees or expenses paid
by us or Medley Capital, orthat we will pay fees or expenses, our common stockholders will indirectly bear such fee:
or expenses.

Stockholder transaction expenses:

Sales load borne by us (as a percentage of offering price) %
Offering expenses borne by us (as a percentage of offering price) %@
Dividend reinvestment plan expenses None ©)
Total stockholder transaction expenses (as a percentage of offering price) %@
Annual expenses (as a percentage of net assets attributable to common stock):

Base management fee 2.83 %™
Incentive fees payable under our Investment Management Agreement 3.06 %O
Interest payments on borrowed funds 3.55 %©
Other expenses (estimated) 1.75 %
Total annual expenses 11.19 %

EXAMPLE

The following example demonstrates the projected dollar amount of total cumulative expenses that would be incurred
over various periods with respect to a hypothetical investment in our common stock. In calculating the following
expense amounts, we have assumed that our annual operating expenses would remain at the levels set forth in the

table above. See Note 6 below for additional information regarding certain assumptions regarding our level of
leverage. In the event that shares to which this prospectus relates are sold to or through underwriters, a corresponding
prospectus supplement will restate this example to reflect the applicable sales load.

1 Year 3 5 10
Years Years Years
You would pay the following expenses on a $1,000 investment, $112 $314 $489 834

assuming a 5% annual return

In the event that the shares of common stock to which this prospectus relates are sold to or through underwriters, a
(1)corresponding prospectus supplement will disclose the applicable sales load and the Example will be updated
accordingly.

The prospectus supplement corresponding to each offering will disclose the applicable offering expenses and total
stockholder transaction expenses.
3) The expenses of the dividend reinvestment plan are included in other expenses.
Our base management fee under the Investment Management Agreement is based on our gross assets, which is
defined as all the assets of Medley Capital, including those acquired using borrowings for investment purposes, and
(4)are estimated by assuming the base management fee remains consistent with fees incurred for the three months
ended September 30, 2013 as a percentage of our average net assets for the period. See The Adviser Investment
Management Agreement.

2)

FEES AND EXPENSES 17
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Estimated assuming that annual incentive fees earned by our investment adviser, MCC Advisors, remain consistent

(5) with the incentive fees earned by MCC Advisors for the three months ended September 30, 2013 as a percentage of

our average net assets for the period. The incentive fee consists of two parts:

The first component, which is payable quarterly in arrears, will equal 20.0% of the excess, if any, of our Pre-Incentive

Fee Net Investment Income over a 2.0% quarterly (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 net investment income equals the hurdle rate of 2.0% but then receives, as a catch-up , 100% of

our pre-incentive fee net investment income with respect to that portion of such pre-incentive fee net investment

income, if any, that exceeds the hurdle rate but is less than 2.5%. The effect of this

EXAMPLE 18
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provision is that, if pre-incentive fee net investment income exceeds 2.5% in any calendar quarter, our investment
adviser will receive 20% of our pre-incentive fee net investment income as if a hurdle rate did not apply. The first
component of the incentive fee will be computed and paid on income that may include interest that is accrued but not
yet received in cash. Since the hurdle rate is fixed, as interest rates rise, it will be easier for the Adviser to surpass the
hurdle rate and receive an incentive fee based on net investment income.

The second component of the incentive fee will equal 20.0% of our Incentive Fee Capital Gains , if any, which will
equal our realized capital gains on a cumulative basis from inception through the end of each calendar year, computed
net of all realized capital losses and unrealized capital depreciation on a cumulative basis, less the aggregate amount
of any previously paid capital gain incentive fees. The second component of the incentive fee will be payable, in
arrears, at the end of each calendar year (or upon termination of the investment management agreement, as of the
termination date).

For a more detailed discussion of the calculation of this fee, see The Adviser Investment Management Agreement .

We may borrow funds from time to time to make investments to the extent we determine that the economic
situation is conducive to doing so. The costs associated with any outstanding borrowings are indirectly born by our
investors. The table assumes: (i) that we borrow for investment purposes up to an amount equal to 33.1% of our
(6)average total assets (average borrowing of $248.3 million out of average total assets of $750.6 million for the three
months ended September 30, 2013) and (ii) that the interest expense, the unused fee and the one-year portion of the
aggregate structuring fee is $16.5 million. We may also issue preferred stock, subject to our compliance with
applicable requirements under the 1940 Act.
Other expenses are based on the amounts incurred for the three months ended September 30, 2013, as a percentage
of our average net assets for the period, annualized, and include our overhead expenses, including payments under
(7)our Administration Agreement based on our allocable portion of overhead and other expenses incurred by MCC
Advisors in performing its obligations under the Administration Agreement. See The Adviser Administration
Agreement.
The example and the expenses in the tables above should not be considered a representation of our future expenses,
and actual expenses may be greater or less than those shown. While the example assumes, as required by the SEC, a
5% annual return, our performance will vary and may result in a return greater or less than 5%. The example assumes
that the 5% annual return will be generated entirely through the realization of capital gains on our assets and, as a
result, will trigger the payment of Incentive Fee Capital Gains under our investment management agreement. The
Pre-Incentive Fee Net Investment Income under our investment management agreement, which, assuming a 5%
annual return, would either not be payable or have a de minimis effect, is nonetheless included in the example for
illustrative purposes based upon the estimated annual expenses relating thereto as set forth above. If we achieve
sufficient returns on our investments to trigger a Pre-Incentive Fee Net Investment Income of a material amount, our
expenses, and returns to our investors, would be higher. In addition, while the example assumes reinvestment of all
cash dividends and other cash distributions at NAV, participants in our dividend reinvestment plan will receive a
number of shares of our common stock determined by dividing the total dollar amount of the distribution payable to a
participant by the greater of (i) NAV per share, and (ii) 95% of the market price per share of our common stock at the
close of regular trading on the NYSE on the payment date fixed by our board of directors for such distribution. The
market price per share on that date shall be the closing price for such shares on the NYSE or, if no sale is reported for
such day, at the average of their electronically-reported bid and asked prices. See Dividend Reinvestment Plan for
additional information regarding our dividend reinvestment plan.

EXAMPLE 19
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RISKS

Before you invest in our securities, you should be aware of various risks, including those described below. You should
carefully consider these risk factors, together with all of the other information included in this prospectus, before you
decide whether to make an investment in our securities. The risks set out below are not the only risks we face. The
risks described below, as well as additional risks and uncertainties presently unknown by us or currently not deemed
significant could negatively affect our business, financial condition and results of operations. In such case, our NAV
and the trading price of our common stock or other securities could decline, and you may lose all or part of your
investment.

RISKS RELATING TO OUR BUSINESS AND STRUCTURE

Certain Risks in the Current Environment

Capital markets are currently in a period of disruption and instability. These
market conditions have materially and adversely affected debt and equity
capital markets in the United States and abroad, which could have a negative
impact on our business and operations.

In 2007, the global capital markets entered into a period of disruption as evidenced by a lack of liquidity in the debt
capital markets, significant write-offs in the financial services sector, the re-pricing of credit risk in the broadly
syndicated credit market and the failure of certain major financial institutions. Despite actions of the U.S. federal
government and foreign governments, these events have contributed to worsening general economic conditions that
are materially and adversely impacting the broader financial and credit markets and reducing the availability of debt
and equity capital for the market as a whole and financial services firms in particular. While recent indicators suggest
modest improvement in the capital markets, these conditions could continue for a prolonged period of time or worsen
in the future. While these conditions persist, we and other companies in the financial services sector may be required
to, or may choose to, seek access to alternative markets for debt and equity capital. Equity capital may be difficult to
raise because, subject to some limited exceptions, we will not generally be able to issue and sell our common stock at
a price below NAV per share. In addition, the debt capital that will be available, if at all, may be at a higher cost, and
on less favorable terms and conditions in the future. Conversely, the portfolio companies in which we will invest may
not be able to service or refinance their debt, which could materially and adversely affect our financial condition as we
would experience reduced income or even experience losses. The inability to raise capital and the risk of portfolio
company defaults may have a negative effect on our business, financial condition and results of operations.

The downgrade of the U.S. credit rating and the economic crisis in Europe
could negatively impact our liquidity, financial condition and earnings.

Recent U.S. debt ceiling and budget deficit concerns together with signs of deteriorating sovereign debt conditions in
Europe, have increased the possibility of additional credit-rating downgrades for the U.S. and economic slowdowns,
or a recession in the U.S. Although U.S. lawmakers passed legislation to raise the federal debt ceiling, Standard &
Poor s Ratings Services lowered its long-term sovereign credit rating on the United States from AAA to AA+ in
August 2011. The impact of this or any further downgrades to the U.S. government s sovereign credit rating or its
perceived creditworthiness could adversely affect the U.S. and global financial markets and economic conditions.

RISKS 20
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Further, Moody's has warned that it may downgrade the U.S. Federal Government's rating if the federal debt is not
stabilized. Absent further quantitative easing by the Federal Reserve, these developments, along with the European
sovereign debt crisis, could cause interest rates and borrowing costs to rise, which may negatively impact our ability
to access the debt markets on favorable terms. Continued adverse economic conditions could have a material adverse
effect on our business, financial condition and results of operations.

A failure or the perceived risk of a failure to raise the statutory debt limit of the
United States could have a material adverse effect on our business, financial
condition and results of operations.

As has been widely reported, the United States Treasury Secretary has stated that the federal government may not be
able to meet its debt payments in the relatively near future (currently February 2014) unless the federal debt ceiling is
raised. If legislation increasing the debt ceiling is not enacted and the debt ceiling is

The downgrade of the U.S. credit rating and the economic crisis in Europecould negatively impact our ligudity, finai
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reached, the federal government may stop or delay making payments on its obligations. A failure by Congress to raise
the debt limit would increase the risk of default by the United States on its obligations, as well as the risk of other
economic dislocations. If the U.S. Government fails to complete its budget process or to provide for a continuing
resolution before the expiration of the current continuing resolution (currently January 2014), another federal
government shutdown may result. Such a failure or the perceived risk of such a failure, consequently, could have a
material adverse effect on the financial markets and economic conditions in the United States and throughout the
world. It could also limit our ability and the ability of our portfolio companies to obtain financing, and it could have a
material adverse effect on the valuation of our portfolio companies. Consequently, the continued uncertainty in the
general economic environment, including the recent government shutdown and potential debt ceiling implications, as
well in specific economies of several individual geographic markets in which our portfolio companies operate, could
adversely affect our business, financial condition and results of operations.

Risks Related to Our Business

We may suffer credit losses.

Private debt in the form of secured loans to corporate and asset-based borrowers is highly speculative and involves a
high degree of risk of credit loss, and therefore an investment in our securities may not be suitable for someone with a
low tolerance for risk. These risks are likely to increase during an economic recession, such as the economic recession

or downturn that the United States and many other countries have recently experienced or are experiencing.

Because we use borrowed funds to make investments or fund our business
operations, we are exposed to risks typically associated with leverage which
increase the risk of investing in us.

We have borrowed funds, including through the issuance of $40.0 million and $63.5 million in aggregate principal
amount of 7.125% unsecured notes due March 30, 2019 and 6.125% unsecured notes due March 30, 2023
(collectively the Notes ), through draws from our Revolving Credit Facility, Term Loan Facility and SBA-guaranteed
debentures to leverage our capital structure, which is generally considered a speculative investment technique. As of
September 30, 2013, our Term Loan Facility and Revolving Credit Facility had outstanding balances of $120.0
million and $2.5 million, respectively and we had $30.0 million SBA-guaranteed debentures outstanding. As a result:

our common shares may be exposed to an increased risk of loss because a decrease in the value of our investments
may have a greater negative impact on the value of our common shares than if we did not use leverage;

if we do not appropriately match the assets and liabilities of our business, adverse changes in interest rates could
reduce or eliminate the incremental income we make with the proceeds of any leverage;

our ability to pay dividends on our common stock may be restricted if our asset coverage ratio, as provided in the
1940 Act, is not at least 200% and any amounts used to service indebtedness or preferred stock would not be available

for such dividends;
the Revolving Facility is subject to periodic renewal by our lenders, whose continued participation cannot be

guaranteed;
the Facilities contain covenants restricting our operating flexibility;

we, and indirectly our stockholders, bear the cost of issuing and paying interest or dividends on such securities; and
any convertible or exchangeable securities that we issue may have rights, preferences and privileges more favorable

than those of our common shares.

A failure or the perceived risk of a failure to raise the statutory debt limit of theUnited States could have a &2aterial a



Edgar Filing: Medley Capital Corp - Form POS 8C

Under the provisions of the 1940 Act, we are permitted, as a BDC, to issue debt securities or preferred stock and/or
borrow money from banks and other financial institutions, which we collectively refer to as senior securities , only in
amounts such that our asset coverage ratio equals at least 200% after each issuance of senior securities.
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For a discussion of the terms of the Facilities and the Notes, see Management s Discussion and Analysis of Financial
Condition and Results of Operations  Financial Condition, Liquidity and Capital Resources.

Covenants in the Facilities may restrict our financial and operating flexibility.

We maintain the Facilities with certain lenders party thereto from time to time and ING Capital LLC, as
administrative agent. The Facilities are secured by substantially all of our assets, subject to certain exclusions.
Availability of loans under the Facilities is linked to the valuation of the collateral pursuant to a borrowing base
mechanism. Borrowings under the Facilities are subject to, among other things, a minimum borrowing/collateral base.
Substantially all of our assets are pledged as collateral under the Facilities. The Facilities require us to, among other
things (i) make representations and warranties regarding the collateral as well as our business and operations, (ii)
agree to certain indemnification obligations, and (iii) agree to comply with various affirmative and negative
covenants. The documents for each of the Facilities also include default provisions such as the failure to make timely
payments under the Facilities, as the case may be, the occurrence of a change in control, and our failure to materially
perform under the operative agreements governing the Facilities, which, if not complied with, could accelerate
repayment under the Facilities, thereby materially and adversely affecting our liquidity, financial condition and results
of operations.

As a result of such covenants and restrictions in the Facilities, we will be limited in how we conduct our business and
we may be unable to raise additional debt or equity financing to take advantage of new business opportunities. In
addition, our ability to satisfy the financial requirements required by the Facilities can be affected by events beyond
our control and we cannot assure you that we will meet these requirements. We cannot assure you that we will be able
to maintain compliance with these covenants in the future and, if we fail to do so, we may be in default under the
Facilities, and we may be prohibited from undertaking actions that are necessary or desirable to maintain and expand
our business.

Default under the Facilities could allow the lender(s) to declare all amounts outstanding to be immediately due and
payable. If the lender(s) declare amounts outstanding under the Facilities to be due, the lender(s) could proceed
against the assets pledged to secure the debt under the Facilities. Any event of default, therefore, could have a material
adverse effect on our business if the lender(s) determine to exercise their rights.

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

We anticipate that our investments generally will be made in private companies. Substantially all of these securities
will be subject to legal and other restrictions on resale or will be otherwise less liquid than publicly traded securities.
The illiquidity of our investments may make it difficult for us to sell such investments if the need arises. In addition, if
we are required to liquidate all or a portion of our portfolio quickly, we may realize significantly less than the value at
which we had previously recorded our investments. In addition, we may face other restrictions on our ability to
liquidate an investment in a portfolio company to the extent that we or our investment adviser has material non-public
information regarding such portfolio company.

A substantial portion of our portfolio investments may be recorded at fair
value as determined in good faith by or under the direction of our board of
directors and, as a result, there may be uncertainty regarding the value of our
portfolio investments.

Covenants in the Facilities may restrict our financial and operating flexibility. 24
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The debt and equity securities in which we invest for which market quotations are not readily available will be valued
at fair value as determined in good faith by or under the direction of our board of directors. Most, if not all, of our
investments (other than cash and cash equivalents) will be classified as Level 3 under Accounting Standards

Codification Topic 820 Fair Value Measurements and Disclosures. This means that our portfolio valuations will be
based on unobservable inputs and our own assumptions about how market participants would price the asset or
liability in question. We expect that inputs into the determination of fair value of our portfolio investments will require
significant management judgment or estimation. Even if observable market data are available, such information may
be the result of consensus pricing information or broker quotes, which include a disclaimer that the broker would not
be held to such a price in an actual transaction. The non-binding nature of consensus pricing and/or quotes
accompanied by disclaimers materially
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reduces the reliability of such information. We have retained the services of an independent service provider to review
the valuation of these loans and securities. The types of factors that the board of directors may take into account in
determining the fair value of our investments generally include, as appropriate, comparison to publicly traded
securities including such factors as yield, maturity and measures of credit quality, the enterprise value of a portfolio
company, the nature and realizable value of any collateral, the portfolio company s ability to make payments and its
earnings and discounted cash flow, the markets in which the portfolio company does business and other relevant
factors. Because such valuations, and particularly valuations of private securities and private companies, are
inherently uncertain, may fluctuate over short periods of time and may be based on estimates, our determinations of
fair value may differ materially from the values that would have been used if a ready market for these loans and
securities existed. Our net asset value could be adversely affected if our determinations regarding the fair value of our
investments were materially higher than the values that we ultimately realize upon the disposal of such loans and
securities.

We are a non-diversified investment company within the meaning of the 1940
Act, and therefore we are not limited with respect to the proportion of our
assets that may be invested in securities of a single issuer.

We are classified as a non-diversified investment company within the meaning of the 1940 Act, which means that we
are not limited by the 1940 Act with respect to the proportion of our assets that we may invest in securities of a single
issuer. We also are not adopting any policy restricting the percentage of our assets that may be invested in a single
portfolio company. To the extent that we assume large positions in the securities of a small number of issuers, our
NAYV may fluctuate to a greater extent than that of a diversified investment company as a result of changes in the
financial condition or the market s assessment of the issuer. We may also be more susceptible to any single economic
or regulatory occurrence than a diversified investment company. Beyond our income tax diversification requirements
under Subchapter M of the Code, we do not have fixed guidelines for diversification, and our investments could be
concentrated in relatively few portfolio companies.

Our portfolio may be concentrated in a limited number of portfolio companies;
this concentration will subject us to a risk of significant loss if any of these
companies defaults on its obligations.

The number of portfolio companies in our portfolio may be higher or lower depending on the amount of our assets
under management at any given time, market conditions and the extent to which we employ leverage, and will likely
fluctuate over time. A consequence of this limited number of investments is that the aggregate returns we realize may
be materially and adversely affected if a small number of investments perform poorly or if we need to write down the

value of any one investment.

In addition, investments in our portfolio are not rated by any rating agency. We believe that if such investments were
rated, the vast majority would be rated below investment grade due to speculative characteristics of the issuer s
capacity to pay interest and repay principal. Our investments may result in an amount of risk, volatility or potential
loss of principal that is greater than that of alternative investments. In addition, to the extent interest payments
associated with such debt are deferred, such debt will be subject to greater fluctuations in value based on changes in
interest rates, such debt could subject us to phantom income, and since we will generally not receive any cash prior to
maturity of the debt, the investment will be of greater risk.

We are a non-diversified investment company within the meaning of the 1940 Act, and therefore we are n@6limited
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Our ability to enter into transactions with our affiliates will be restricted, which
may limit the scope of investments available to us.

We are prohibited under the 1940 Act from participating in certain transactions with our affiliates without the prior
approval of our independent directors and, in some cases, of the SEC. Any person that owns, directly or indirectly,
five percent or more of our outstanding voting securities will be our affiliate for purposes of the 1940 Act, and we are
generally prohibited from buying or selling any security from or to such affiliate, absent the prior approval of our
independent directors. The 1940 Act also prohibits certain joint transactions with certain of our affiliates, which could
include investments in the same portfolio company, without prior approval of our independent directors and, in some
cases, of the SEC. We are prohibited from buying or selling any security from or to any person who owns more than
25% of our voting securities or certain of that person s affiliates, or entering into prohibited joint transactions with such
persons, absent the prior approval of
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the SEC. As a result of these restrictions, we may be prohibited from buying or selling any security (other than any
security of which we are the issuer) from or to any portfolio company of a private equity fund managed by our
investment adviser or its affiliates without the prior approval of the SEC, which may limit the scope of investment
opportunities that would otherwise be available to us.

We may, however, co-invest with our investment adviser and its affiliates other clients in certain circumstances where
doing so is consistent with applicable law and SEC staff interpretations. For example, we may co-invest with such
accounts consistent with guidance promulgated by the SEC staff permitting us and such other accounts to purchase

interests in a single class of privately placed securities so long as certain conditions are met, including that our
investment adviser, acting on our behalf and on behalf of other clients, negotiates no term other than price. We may
also co-invest with our investment adviser s other clients as otherwise permissible under regulatory guidance,
applicable regulations and MCC Advisors allocation policy. Under this allocation policy, a fixed percentage of each
opportunity, which may vary based on asset class and from time to time, will be offered to us and similar eligible
accounts, as periodically determined by MCC Advisors and approved by our board of directors, including our
independent directors. The allocation policy further provides that allocations among us and these other accounts will
generally be made pro rata based on each account s capital available for investment, as determined, in our case, by our
board of directors. It is our policy to base our determinations as to the amount of capital available for investment
based on such factors as the amount of cash on-hand, existing commitments and reserves, if any, the targeted leverage
level, the targeted asset mix and diversification requirements and other investment policies and restrictions set by our
board of directors or imposed by applicable laws, rules, regulations or interpretations. We expect that these
determinations will be made similarly for other accounts. However, we can offer no assurance that investment
opportunities will be allocated to us fairly or equitably in the short-term or over time.

In addition, we have received an order from the SEC that permits us to negotiate the terms of co-investments with
other funds managed by MCC Adyvisors or its affiliates subject to the conditions included therein. In situations where
co-investment with other funds managed by MCC Advisors or its affiliates is not permitted or appropriate, such as
when there is an opportunity to invest in different securities of the same issuer or where the different investments
could be expected to result in a conflict between our interests and those of other MCC Advisors clients, MCC
Advisors will need to decide which clie