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The information in this preliminary prospectus supplement is not complete and may be changed. A registration
statement relating to these securities has been filed with and declared effective by the Securities and Exchange
Commission. This preliminary prospectus supplement 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 , 2009
Filed pursuant to Rule 497(e)
Registration No. 333-143819

PRELIMINARY PROSPECTUS SUPPLEMENT
(To Prospectus dated ,2009)

Shares
Common Stock
$ pershare

Prospect Capital Corporation is a financial services company that lends to and invests in middle market, privately-held
companies. We are organized as an externally-managed, non-diversified closed-end management investment company
that has elected to be treated as a business development company under the Investment Company Act of 1940.
Prospect Capital Management LL.C manages our investments, and Prospect Administration LLC provides the
administrative services necessary for us to operate.

We are offering shares of our common stock. See Plan of Distribution beginning on page S-21 of this
prospectus supplement for more information regarding this offering. These shares are being offered at a discount from
our most recently determined net asset value per share pursuant to authority granted by our stockholders at the annual
meeting of stockholders held on February 12, 2009. We are currently seeking shareholder approved at our upcoming
2009 annual meeting, which is scheduled to be held on December 11, 2009, to continue for an additional year our
ability to issue shares below net asset value. Sales of common stock at prices below net asset value per share dilute the
interests of existing stockholders, have the effect of reducing our net asset value per share and may reduce our market
price per share. See Risk Factors beginning on page S-6 and Sales of Common Stock Below Net Asset Value
beginning on page S-17 of this prospectus supplement and on page 87 of the accompanying prospectus.

Our common stock is traded on the NASDAQ Global Select Market under the symbol PSEC. The last reported closing
sales price for our common stock on ,2009 was $§  per share and our most recently determined net asset value

per share was $12.40 as of June 30, 2009 ($11.22 on an as adjusted basis solely to give effect to dividends paid on

July 20, 2009 and our issuances of common shares on July 20, 2009 in connection with our dividend reinvestment

plan, on July 7, 2009 in an underwritten common stock offering and on August 20, 2009 and September 24, 2009 in
private stock offerings).

On August 3, 2009, we entered into an Agreement and Plan of Merger (the merger agreement ) with Patriot Capital
Funding, Inc., a Delaware corporation ( PCAP or Patriot ). The merger agreement contemplates the merger of PCAP
with and into the Company, with the Company as the surviving entity. Consummation of the merger, which is

currently anticipated to occur in the fourth quarter in calendar year 2009, is subject to certain conditions, including,
among others, PCAP stockholder approval, governmental filings, accuracy of the representations and warranties of the
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other party and compliance by the other party with its obligations under the merger agreement. See Prospectus
Summary Proposed Merger and Risk Factors in the accompanying prospectus.

On August 20, 2009 and September 24, 2009, we issued 3,449,686 and 2,807,111 shares at $8.50 and $9.00 per share
in private stock offerings. Concurrent with the sale of these shares, we entered into registration rights agreements

( Registration Rights Agreements ) in which we granted the purchasers certain registration rights with respect to these
shares. Pursuant to the Registration Rights Agreements certain selling stockholders (the selling stockholders ) may
offer up to 6,256,797 shares of our common stock from time to time. The sale by selling stockholders of these shares
may depress the current market price of our shares. See Selling Stockholders and Plan of Distribution in this
prospectus supplement and the accompanying prospectus.

This prospectus supplement and the accompanying prospectus contain important information you should know before
investing in our securities. Please read it before you invest and keep it for future reference. We file annual, quarterly
and current reports, proxy statements and other information about us with the Securities and Exchange Commission,
or the SEC. This information is available free of charge by contacting us at 10 East 40th Street, 44th Floor, New York,
NY 10016 or by telephone at (212) 448-0702. The SEC maintains a website at www.sec.gov where such information
is available without charge upon written or oral request. Our Internet website address is www.prospectstreet.com.
Information contained on our website is not incorporated by reference into this prospectus supplement or the
accompanying prospectus and you should not consider information contained on our website to be part of this
prospectus.

Investing in our common stock involves risks. See Risk Factors beginning on page S-6 of this prospectus
supplement and on page 16 of the accompanying prospectus.

The SEC has not approved or disapproved of these securities or determined if this prospectus supplement or
the accompanying prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Per Share Total

Public offering price $ $
Sales Load (underwriting discounts and commissions) $ $
Proceeds to Prospect Capital Corporation, before expenses) $ $

(1) Before deducting estimated offering expenses payable by us of approximately $

The underwriters have the option to purchase up to an additional shares of common stock at the public offering
price, less the sales load (underwriting discounts and commissions), within 30 days from the date of this prospectus
supplement solely to cover over-allotments. If the over-allotment option is exercised in full, the total public offering
price willbe $  , and the total sales load (underwriting discounts and commissions) will be $ . The proceeds to us
would be $§ , before deducting estimated offering expenses payable by us of approximately $
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You should rely only on the information contained in this prospectus supplement and the accompanying prospectus.
We have not authorized any other person to provide you with information that is different from that contained in this

prospectus supplement or the accompanying prospectus. If anyone provides you with different or inconsistent

information, you should not rely on it. We and the selling stockholders are not making an offer of these securities in
any jurisdiction where the offer is not permitted. You should assume that the information appearing in this prospectus
supplement and the accompanying prospectus is accurate only as of their respective dates. Our business, financial
condition and results of operations may have changed since those dates. This prospectus supplement supersedes the
accompanying prospectus to the extent it contains information that is different from or in addition to the information

in that prospectus.
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PROSPECTUS SUMMARY

This summary highlights some information from this prospectus supplement and the accompanying prospectus, and it
may not contain all of the information that is important to you. To understand the terms of the common stock offered
hereby, you should read this prospectus supplement and the accompanying prospectus carefully. Together, these
documents describe the specific terms of the shares we and the selling stockholders are offering. You should carefully
read the sections titled Risk Factors in this prospectus supplement and in the accompanying prospectus and the
documents identified in the section Available Information.

The terms we, us, our and Company, referto Prospect Capital Corporation; Prospect Capital
Management and Investment Advisor refer to Prospect Capital Management LLC; and Prospect
Administration and the Administrator refer to Prospect Administration LLC.

The Company

Prospect Capital Corporation is a financial services company that primarily lends to and invests in middle market
privately-held companies. We are a closed-end investment company that has filed an election to be treated as a
business development company under the Investment Company Act of 1940, or the 1940 Act. We invest primarily in
senior and subordinated debt and equity of companies in need of capital for acquisitions, divestitures, growth,
development, project financing and recapitalization. We work with the management teams or financial sponsors to
seek investments with historical cash flows, asset collateral or contracted pro-forma cash flows.

Typically, we concentrate on making investments in companies with annual revenues of less than $500 million and
enterprise values of less than $250 million. Our typical investment involves a secured loan of less than $50 million

with some form of equity participation. From time to time, we acquire controlling interests in companies in

conjunction with making secured debt investments in such companies. In most cases, companies in which we invest

are privately held at the time we invest in them. We refer to these companies as target or middle market companies
and these investments as middle market investments.

We seek to maximize total returns to our investors, including both current yield and equity upside, by applying
rigorous credit analysis and asset-based and cash-flow based lending techniques to make and monitor our investments.
A majority of our investments to date have been in energy-related industries. We have made no investments to date in
the real estate or mortgage industries, and we do not intend currently to focus on such investments.

We are currently pursuing multiple investment opportunities, including purchases of portfolios from private and
public companies, as well as originations and secondary purchases of particular securities. There can be no assurance
that we will successfully consummate any investment opportunity we are currently pursuing. Motivated sellers,
including commercial finance companies, hedge funds, other business development companies, total return swap
counterparties, banks, collateralized loan obligation funds, and other entities, are suffering from excess leverage, and
we believe we are well positioned to capitalize as potential buyers of such assets at attractive prices. If any of these
opportunities are consummated, there can be no assurance that investors will share our view of valuation or that any
assets acquired will not be subject to future write downs, each of which could have an adverse effect on our stock
price.

As of June 30, 2009, we held investments in 30 portfolio companies. The aggregate fair value as of June 30, 2009 of

investments in these portfolio companies held on that date is approximately $547.2 million. Our portfolio across all
our long-term debt and certain equity investments had an annualized current yield of 13.7% as of June 30, 2009. The
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yield includes interest as well as dividends.
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In addition to the other information set forth in this prospectus supplement, you should carefully consider the risk and
other factors discussed below, and those set forth under the caption Risk Factors in the accompanying prospectus,
which could materially affect our business, financial condition and/or operating results. The risks described below and
in the accompanying prospectus are not the only risks we face. 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, operating results dividend payments, revolving credit facility, access to capital and valuation of our assets.

S-2
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The Offering
Common stock offered by us shares.
Common stock offered by the selling
stockholders shares.
Common stock outstanding prior to this
offering shares.
Common stock outstanding after this
offering shares.
Use of proceeds We expect to use the net proceeds of this offering initially to maintain

balance sheet liquidity, involving repayment of debt under our credit
facility, investment in high quality short-term debt instruments or a
combination thereof, and thereafter to make long-term investments in
accordance with our investment objective. We will not receive any
proceeds from the sale of shares of our common stock by the selling
stockholders. See Use of Proceeds in this prospectus supplement.

The NASDAQ Global Select Market
symbol PSEC

Risk factors See Risk Factors in this prospectus supplement and the accompanying
prospectus and other information in this prospectus supplement and the
accompanying prospectus for a discussion of factors you should carefully
consider before you decide whether to make an investment in shares of
our common stock.

Current distribution rate For our first fiscal quarter of 2010, our Board of Directors declared a
quarterly dividend of $0.4075 per share, representing an annualized
dividend yield of approximately % based on our , 2009 closing
stock price of §  per share. Such dividend was payable out of earnings.
Our dividend is subject to change or discontinuance at any time in the
discretion of our Board of Directors. Our future earnings and operating
cash flow may not be sufficient to support a dividend.

Fees and Expenses

The following tables are intended to assist you in understanding the costs and expenses that an investor in this offering

will bear directly or indirectly. In these tables, we assume that we have borrowed $195 million under our recently
completed extended credit facility, which is the maximum amount currently available under the credit facility. As of
September 30, 2009, we had no borrowings outstanding under our credit facility. As of August 31, 2009,

$108.4 million was available to us for borrowing under our credit facility. Except where the context suggests

otherwise, whenever this prospectus supplement contains a reference to fees or expenses paid by you, us or Prospect
Capital, orthat we will pay fees or expenses, the Company will pay such fees and expenses out of our net assets and,
consequently, you will indirectly bear such fees or expenses as an
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investor in the Company. However, you will not be required to deliver any money or otherwise bear personal liability
or responsibility for such fees or expenses.

Stockholder transaction expenses:

Sales load (as a percentage of offering price) %D
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)@:
Combined base management fee ( %)® and incentive fees payable under Investment Advisory
Agreement (20% of realized capital gains and 20% of pre-incentive fee net investment income)

( %)©® %
Interest payments on borrowed funds %
Other expenses %(8)
Total annual expenses 9, (6)(8)
Example

The following table demonstrates the projected dollar amount of cumulative expenses we would pay out of net assets
and that you would indirectly bear 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 and that we pay the stockholder transaction costs shown in the table
above.

1 Year 3 Years 5 Years 10 Years

You would pay the following expenses on a $1,000 investment,
assuming a 5% annual return $ $ $ $

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 income incentive fee under our Investment Advisory Agreement with Prospect
Capital Management would be zero at the 5% annual return assumption required by the SEC for this table, since no
incentive fee is paid until the annual return exceeds 7%. This illustration assumes that we will not realize any capital
gains computed net of all realized capital losses and unrealized capital depreciation in any of the indicated time
periods. If we achieve sufficient returns on our investments, including through the realization of capital gains, to
trigger an incentive fee of a material amount, our expenses, and returns to our investors after such expenses, would be
higher. In addition, while the example assumes reinvestment of all dividends and distributions at NAV per share,
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 dividend payable to a participant by the market price per share of our common
stock at the close of trading on the valuation date for the dividend. See Dividend Reinvestment Plan in the
accompanying prospectus for additional information regarding our dividend reinvestment plan.

This example and the expenses in the table above should not be considered a representation of our future

expenses. Actual expenses (including the cost of debt, if any, and other expenses) may be greater or less than
those shown.
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(1) The sales load (underwriting discounts and commissions) with respect to our common stock sold in this offering,
which is a one time fee, is the only sales load paid in connection with this offering.

(2) The offering expenses of this offering are estimated to be approximately $ . The portion thereof attributable to
registration of shares being sold by the selling stockholders will or has been paid by the Company on behalf of
the stockholders as a whole and not by the selling stockholders.

(3) The expenses of the dividend reinvestment plan are included in other expenses.

S-4
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(4) Net assets attributable to our common stock equal net assets (i.e., total assets less liabilities other than liabilities
for money borrowed for investment purposes) at June 30, 2009. See Capitalization in this prospectus supplement.

(5) Our base management fee is 2% of our gross assets (which include any amount borrowed, i.e., total assets
without deduction for any liabilities). Assuming that we have borrowed $195 million (the size of our credit
facility), the 2% management fee of gross assets equals % of net assets. See Management Management
Services Investment Advisory Agreement in the accompanying prospectus and footnote 7 below.

(6) Based on an annualized level of incentive fee paid during our quarter ended June 30, 2009, all of which consisted
of an income incentive fee. For a more detailed discussion of the calculation of the two-part incentive fee, see
Management Management Services Investment Advisory Agreement in the accompanying prospectus.

(7) We may borrow additional money before and after the proceeds of this offering are substantially invested. After
this offering, we will have an increased amount available for us under our $195 million extended credit facility
and we will continue to seek additional lenders to upsize the facility to up to $250 million. For more information,
see Risk Factors Risks Relating To Our Business Changes in interest rates may affect our cost of capital and net
investment income and Management s Discussion and Analysis of Financial Condition and Results of Operations
Results of Operations Operating Expenses  Financial Condition, Liquidity and Capital Resources in the
accompanying prospectus. The table above assumes that we have borrowed $195 million under our credit
facility, which is the maximum amount currently available under the credit facility. If we do not borrow amounts
following this offering, our base management fee, as a percentage of net assets attributable to common stock, will
decrease from the percentage shown in the table above, as borrowings will not represent a portion of our overall
assets.

(8) Other expense is based on our annualized expenses during our quarter ended June 30, 2009, as adjusted for the
increased costs anticipated in connection with the extended credit facility. See Management Management
Services Administration Agreement in the accompanying prospectus.

S-5
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RISK FACTORS

Investing in our common stock involves a high degree of risk. You should carefully consider the risks described below
and in the accompanying prospectus, together with all of the other information included in this prospectus supplement
and in the accompanying prospectus, before you decide whether to make an investment in our common stock. The
risks set forth below and in the accompanying prospectus are not the only risks we face. If any of the adverse events or
conditions described below or in the accompanying prospectus occur, our business, financial condition and results of
operations could be materially adversely affected. In such case, our NAV and the trading price of our common stock
could decline, we could reduce or eliminate our dividend and you could lose all or part of your investment.

Recent developments may increase the risks associated with our business and an investment in us.

The U.S. financial markets have been experiencing a high level of volatility, disruption and distress, which was
exacerbated by the failure of several major financial institutions in the last few months of 2008. In addition, the

U.S. economy has entered a recession, which is likely to be severe and prolonged. Similar conditions have occurred in
the financial markets and economies of numerous other countries and could worsen, both in the U.S. and globally.
These conditions have raised the level of many of the risks described in the accompanying prospectus and could have
an adverse effect on our portfolio companies as well as on our business, financial condition, results of operations,
dividend payments, credit facility, access to capital, valuation of our assets (including our NAV) and our stock price.

If we sell common stock at a discount to our NAV per share, stockholders who do not participate in such sale will
experience immediate dilution in an amount that may be material.

We have obtained approval from our stockholders for us to be able to sell an unlimited number of shares of our
common stock at any level of discount from NAV per share in certain circumstances during the one-year period

ending February 12, 2010 as described in the accompanying prospectus. The issuance or sale by us of shares of our
common stock at a discount to net asset value poses a risk of dilution to our stockholders. In particular, stockholders
who do not purchase additional shares at or below the discounted price in proportion to their current ownership will
experience an immediate decrease in NAV per share (as well as in the aggregate NAV of their shares if they do not
participate at all). These stockholders will also experience a disproportionately greater decrease in their participation

in our earnings and assets and their voting power than the increase we experience in our assets, potential earning

power and voting interests from such issuance or sale. In addition, such sales may adversely affect the price at which
our common stock trades. For additional information about recent sales below NAV per share, see Recent Sales of
Common Stock Below Net Asset Value in this prospectus supplement and for additional information and hypothetical
examples of these risks, see Sales of Common Stock Below Net Asset Value in this prospectus supplement and in the
accompanying prospectus.

S-6
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USE OF PROCEEDS

The net proceeds from the sale of shares of our common stock in this offering will be $§  after deducting
estimated offering expenses of approximately $  payable by us. We will not receive any proceeds from the sale of
shares of our common stock by the selling stockholders.

We expect to use the net proceeds of this offering initially to maintain balance sheet liquidity, involving repayment of
debt under our credit facility, investment in high quality short-term debt instruments or a combination thereof, and
thereafter to make long-term investments in accordance with our investment objective.

We are currently pursuing multiple investment opportunities, including purchases of portfolios from private and
public companies, as well as originations and secondary purchases of particular securities. There can be no assurance
that we will successfully consummate any investment opportunity we are currently pursuing. Motivated sellers,
including commercial finance companies, hedge funds, other business development companies, total return swap
counterparties, banks, collateralized loan obligation funds, and other entities, are suffering from excess leverage, and
we believe we are well positioned to capitalize as potential buyers of such assets at attractive prices. If any of these
opportunities are consummated, there can be no assurance that investors will share our view of valuation or that any
assets acquired will not be subject to future write downs, each of which could have an adverse effect on our stock
price.

S-7
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SELLING STOCKHOLDERS

On August 20, 2009 and September 24, 2009, we issued 3,449,686 and 2,807,111 shares at $8.50 and $9.00 per share,
respectively, in private stock offerings. After giving effect to both offerings, the number of shares issued in the
August 20, 2009 and September 24, 2009 offerings represented 6.31% and 5.13% of the total number of shares
outstanding, respectively. Concurrent with the sale of these shares, we entered into registration rights agreements

( Registration Rights Agreements ) in which we granted the purchasers certain registration rights with respect to these
shares. The prospectus and this prospectus supplement are part of a registration statement that we filed with the SEC
utilizing a shelf or delayed offering process. Under this offering process, and pursuant to the terms of the Registration
Rights Agreements, such purchasers may from time to time resell these shares in one or more offerings. However, as
to any selling stockholder who is not an affiliate of the Company, any registration rights granted pursuant to the
Registration Rights Agreements will expire six months after the date the selling stockholder purchased such shares.
Accordingly, after February 17, 2010 and March 21, 2010, respectively, any selling stockholder who is not an affiliate
of the Company will not be entitled to sell shares pursuant to a prospectus supplement and instead will be able to sell
shares pursuant to Rule 144 under the Securities Act of 1933, which provides a safe harbor to enable affiliates and
holders of unregistered shares of a public company to sell such shares publicly subject to specified conditions and
limitations. As applied to the Company, Rule 144 permits nonaffiliates to sell an unlimited number of shares held by
them for at least six months.

The term selling stockholder refers to purchasers in the private stock offerings referred to above who wish to be able
to sell shares under this prospectus supplement and includes donees, pledges, transferees, or other
successors-in-interest selling securities received from the named selling stockholder as a gift, pledge, stockholder
distribution or other non-sale related transfer after the date of the prospectus. Under the rules of the SEC, beneficial
ownership includes shares over which the indicated beneficial owner exercises voting or investment power. The
inclusion of any securities in the following table does not constitute an admission of beneficial ownership by the
persons named below.

The following table provides certain information with respect to the selling stockholders, including their beneficial
ownership of our common stock as of October 5, 2009. The amounts set forth below are based upon information
provided to us by representatives of such selling stockholders as of October 5, 2009 and are accurate to the best of our
knowledge as of such date.

Common Stock Common Stock
Beneficially Shares That May Beneficially
Owned Be Owned
Before the After the
Name Offering Offered Hereby Offering*

Number Percent

Jonathan M. Glaser and Nancy Ellen Glaser,
TTEES of the Jonathan and Nancy Glaser

Family Trust, DTD 12-16-98() 111,111 111,111
Kingsbrook Opportunities Master Fund LP?) 40,000 40,000
ADAR Investment Fund Ltd® 350,000 350,000
UBS O Connor LLC FBO O Connor PIPES

Corporate Strategies Master Limited® 150,000 150,000
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Daybreak Special Situations Master Fund,
Ltd.®

Cranshire Capital, L.P.(©

Midsummer Investment, Ltd.(?

Visium Equity Global Master Fund, Ltd.®
RL Capital Partners©®)(10)

Rockwood Partners, LP(D

Highbridge International LLC®)(12)
Hudson Bay Fund LP(13)

30,000
50,000
100,000
250,000
11,000
250,000
500,000
72,000

S-8

30,000
50,000
100,000
250,000
11,000
250,000
500,000
72,000
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Name

Hudson Bay Overseas Fund Ltd.(13)
Sutter Health Master Retirement Trust(4)
Sutter Health(4)

Burnham Investors Trust Burnham
Financial Industries Fund()

Burnham Investors Trust Burnham
Financial Services Fund(!>)

Moors and Mendon Master Fund LP(16)
Thornburg Investment Income Builder!?)
Thornburg Strategic Income Fund7)
Thornburg Global Opportunities Fund7
Scotia Global Opportunities Fund(17)
ALPS/Red Rocks Listed Private Equity
Fund(19

AVS Listed Private Equity Portfolio(!9)
JNL/Red Rocks Listed Private Equity
Fund(19)

Capital Ventures International®(22)
KBW Financial Services Master Fund,
Ltd.®23)

Iroquois Master Fund Ltd.(?

First Trust Specialty Finance & Financial
Opportunities Fund®@25)

Sunsuper Barwon Private Equity Opp2?)
Cogent  Select Private Equity Fund?
Barwon Global Listed Private Equity
Fund@?

Common Stock

Beneficially
Owned
Before the
Offering

128,000
143,000
237,000

700,000

150,000
150,000
2,538,415
131,433
878,216
219,900

121,000
9,900

225,000
150,000

325,000
50,000

640,827
260,000
13,000

107,000

Shares That May

Be

Offered Hereby

128,000
143,000
237,000

700,000

150,000
150,000
677,686(18)
70,000
387,200
201,000

121,000
8,800020)

184,000¢21)
150,000

325,000
50,000

300,000:26)
260,000
13,000

87,00028)

Common Stock
Beneficially
Owned
After the
Offering*
Number  Percent

* We do not know when or in what amounts a selling stockholder may offer shares for sale. The selling
stockholders may choose not to sell any or all of the shares offered by this prospectus supplement. Because the
selling stockholders may offer all or some of the shares pursuant to this offering, and because there are currently
no agreements, arrangements or understanding with respect to the sale of any of the shares, we cannot estimate
the number of the shares that will be held by the selling stockholders after completion of the offering.

(1) Jonathan M. Glaser, Trustee of the selling stockholder, has investment power over the shares held by the selling
stockholder, including the power to dispose, or to direct the disposition, of such shares.

(2) Kingsbrook Partners LP ( Kingsbrook Partners ), as investment advisor of the selling stockholder, has investment
power over the shares held by the selling stockholder, including the power to dispose, or to direct the disposition,
of such shares. Kingsbrook Opportunities GP LLC ( Opportunities GP ) is the general partner of selling
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stockholder any may be considered the beneficial owner of any securities deemed to be beneficially owned by the
selling stockholder. KB GP LLC ( GP LLC ) is the general partner of Kingsbrook Partners and may be considered
the beneficial owner of any securities deemed to be beneficially owned by Kingsbrook Partners. Ari J. Storch,
Adam J. Chill and Scott M. Wallace are the sole

S-9
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3)

4

&)

(6)

(7

®)

©))

(10)

(1)

managing members of Opportunities GP and GP LLC and as a result may be considered beneficial owners of
any securities deemed beneficially owned by Opportunities GP and GP LLC. Each of Kingsbrook Partners,
Opportunities GP, GP LLC, and Messrs. Storch, Chill and Wallace disclaim beneficial ownership of such
shares.

ADAR Investment Management LLC, as investment advisor of the selling stockholder, has investment power
over the shares held by the selling stockholder, including the power to dispose, or to direct the disposition, of
such shares. ADAR Investment Management LLC is controlled by Yehuda Blinder.

UBS O Connor LLC, as investment advisor of the selling stockholder, has investment power over the shares held
by the selling stockholder, including the power to dispose, or to direct the disposition, of such shares. Jeff
Putnam as portfolio manager of the investment manager,disclaims any beneficial ownership of such shares.

Daybreak Capital Management LLC, as investment advisor of the selling stockholder, has investment power
over the shares held by the selling stockholder, including the power to dispose, or to direct the disposition, of
such shares. Mr. Lawrence J. Butz and Mr. John Prinz are the managers of Daybreak Capital Management LLC.
Each of Daybreak Capital Management LL.C and Messrs. Butz and Prinz may by deemed to have beneficial
ownership of the shares of common stock beneficially held by the selling stockholder. Daybreak Capital
Management LLC and Messrs. Butz and Prinz each disclaims beneficial ownership of such shares.

Downsview Capital, Inc. ( Downsview ) is the general partner of Cranshire Capital, L.P. ( Cranshire ) and
consequently has voting control and investment discretion over securities held by Cranshire. Mitchell P. Kopin

( Mr. Kopin ), President of Downsview, has voting control over Downsview. As a result of the foregoing, each of
Mr. Kopin and Downsview may be deemed to have beneficial ownership (as determined under Section 13(d) of
the Securities Exchange Act of 1934, as amended) of the shares of common stock beneficially owned by
Cranshire.

Michel A. Amsalem and Joshua Thomas have investment power of over the shares held by the selling
stockholder, including the power to dispose, or to direct the disposition, of such shares.

Visium Asset Management, LP, as investment advisor of the selling stockholder, has investment power over the
shares held by the selling stockholder, including the power to dispose, or to direct the disposition, of such
shares. JG Asset, LLC is the general partner of the Visium Asset Management, LP and Jacob Gottlieb is the
managing member of JG Asset, LLC. Each of Visium Asset Management, LP, JG Asset, LLC and Mr. Gottlieb
may be deemed to have beneficial ownership of the shares of common stock beneficially held by the selling
stockholder.

The selling stockholder has identified itself to us as an affiliate of a broker-dealer(s) and that it did not receive
the shares of common stock outside of the ordinary course of business nor, at the time of issuance or purchase
of the common stock, did it have any view to or arrangements or understandings, directly or indirectly, with any
person to distribute the shares of common stock.

RL Capital Management LLC has investment parent over the shares held by the selling stockholder, including
the power to dispose, or to direct the disposition of such shares. Messrs. Ronald Lazar and Anthony Polak are
the managing members of RL Capital Management LLC.

Rockwood Asset Management, Inc., as general partner of the selling stockholder, has investment power over the
shares held by the selling stockholder, including the power to dispose, or to direct the disposition, of such
shares. Jay Buck is the President and sole stockholder of Rockwood Asset Management, Inc.
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(12) Highbridge Capital Management, LLC, as trading manager of the selling stockholder, has investment power
over the shares held by the selling stockholder, including the power to dispose, or to direct the disposition, of
such shares. Glen Dubin is the Chief Executive Officer of Highbridge Capital Management, LL.C. Each of
Highbridge Capital Management, LLC and Mr. Dubin disclaims any beneficial ownership of such shares.
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(13) Sander Geber has investment power over the shares held by the selling stockholder, including the power to
dispose, or to direct the disposition, of such shares. Mr. Geber disclaims any beneficial ownership of the
securities held by the selling stockholder.

(14) DePrince, Race & Zollo, Inc., as investment advisor of the selling stockholders, has investment power over the
shares held by the selling stockholder, including the power to dispose, or to direct the disposition, of such
shares.

(15) Mendon Capital Advisors Corporation, as sub-investment advisor of the selling stockholder, has investment
power over the shares held by the selling stockholder, including the power to dispose, or to direct the
disposition, of such shares.

(16) Mendon Capital Advisors Corporation, as investment advisor of the selling stockholder, has investment power
over the shares held by the selling stockholder, including the power to dispose, or to direct the disposition, of
such shares.

(17) Thornburg Investment Management has investment power over the shares held by the selling stockholder,
including the power to dispose, or to direct the disposition, of such shares.

(18) Thornburg Investment Income Builder owns a total of 3,848,964 shares of the Company s common stock, of
which 1,064,886 shares were purchased subject to the Registration Rights Agreements.

(19) Red Rock Capital LLC has investment power over the shares held by the selling stockholder, including the
power to dispose, or to direct the disposition, of such shares. Adam Goldman and Mark Sunderhuse control Red
Rock Capital LLC.

(20) AVS Listed Private Equity Portfolio owns a total of 9,900 shares of the Company s common stock, of which
8,800 were purchased subject to the Registration Rights Agreements.

(21) JNL/Red Rocks Listed Private Equity Fund owns a total of 225,000 shares of the Company s common stock, of
which 184,000 were purchased subject to the Registration Rights Agreements.

(22) Heights Capital Management, Inc., as authorized agent of the selling stockholder, has investment power over
the shares held by the selling stockholder, including the power to dispose, or to direct the disposition, of such
shares and may be deemed to be the beneficial owner of these shares. Martin Kobinger, as investment manager
of Heights Capital Management, Inc., may be deemed to have beneficial ownership of the shares of common
stock beneficially held by the selling stockholder and disclaims any beneficial ownership of such shares.

(23) KBW Asset Management, Inc. has investment power over the shares held by the selling stockholder, including
the power to dispose, or to direct the disposition, of such shares. KBW Asset Management, Inc. is controlled by
KBW, Inc., a publicly traded company.

(24) Jonathan Silverman has investment power over the shares held by the selling stockholder, including the power
to dispose, or to direct the disposition, of such shares. Mr. Silverman disclaims beneficial ownership of such

shares.

(25) Confluence Investment Management, LLC has investment power over the shares held by the selling
stockholder, including the power to dispose, or to direct the disposition, of such shares.
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(26) First Trust Specialty Finance & Financial Opportunities Fund owns a total of 640,827 shares of the Company s
common stock, of which 300,000 shares were purchased subject to the Registration Rights Agreements.

(27) Barwon Investment Partners has investment power over the shares held by the selling stockholder, including the
power to dispose, or to direct the disposition, of such shares.

(28) Barwon Global Listed Private Equity Fund owns a total of 107,000 shares of the Company s common stock, of
which 87,000 were purchased pursuant to the Registration Rights Agreements.

S-11
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CAPITALIZATION
The following table sets forth our capitalization as of June 30, 2009:
on an actual basis;

on an as adjusted basis giving effect to our dividend paid and the distribution of shares in connection with our
dividend reinvestment plan on July 20, 2009, our sale of 5,175,000 shares of our common stock on July 7,
2009, at a net price of $8.51 per share after deducting offering expenses payable by us and our sale of
6,256,797 shares of our common stock in two private offerings on August 20, 2009 and September 24, 2009,
with net proceeds to us of $53.6 million, and to reductions of borrowings under our credit facility; and

on an as further adjusted basis giving effect to the transactions noted in the prior column, to the sale

of shares in this offering, at a net price of $§  per share after deducting estimated offering expenses of
approximately $  payable by us, and our receipt of the estimated net proceeds from this offering and to
reductions of borrowings under our credit facility; and

on an as further adjusted basis giving effect to the transactions noted in the prior column and the merger with
Patriot.

This table should be read in conjunction with Use of Proceeds and our Management s Discussion and Analysis of
Financial Condition and Results of Operations and our financial statements and notes thereto included in this
prospectus supplement and the accompanying prospectus.

As of June 30, 2009
As Adjusted
for Stock
Issuances,
Reductions of
As As
Borrowings and Further Further
Dividends Paid Adjusted Adjusted
After June 30, for this for the
Actual 2009 Offering®  Merger®
(In thousands, except shares and per share data)
(Unaudited)
Long-term debt, including current maturities:
Borrowings under senior credit facility $ 124,800 $ @ %
Amount owed to affiliates 6,713 6,713
Total long-term debt 131,513 6,713

Stockholders equity:
Common stock, par value $0.001 per share 43 55
(100,000,000 common shares authorized;
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42,943,084 shares outstanding actual,
54,672,1553) shares outstanding as adjusted for
previous stock issuances completed after

June 30, 2009, shares outstanding as

further adjusted for this offering and @

shares outstanding as further adjusted for the

merger)

Paid-in capital in excess of par value 545,707 646,271
Undistributed net investment income 24,152 4,604
Accumulated realized losses on investments (53,050) (53,050)

Net unrealized depreciation on investments 15,744 15,744

Total stockholders equity 532,596 613,624

Total capitalization $ 664,109 $ 620,337 $

(1) As of September 30, 2009, we had no borrowings outstanding under our credit facility, representing a
$124.8 million reduction of borrowings subsequent to June 30, 2009.
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The net proceeds from the sale of our common stock in this offering may be used to repay in part amounts
outstanding under the credit facility.

Includes 297,274 shares of our common stock issued on July 20, 2009 in connection with our dividend
reinvestment plan, 5,175,000 shares in connection with our sale of our common stock on July 7, 2009,

3,449,686 shares in connection with our sale of our common stock on August 20, 2009 and 2,807,111 shares in
connection with our sale of our common stock on September 24, 2009 resulting in net proceeds of $100.6 million
of which $12,000 was recorded as common stock and $100.6 million as paid-in capital in excess of par value.

On August 3, 2009, we entered into a merger agreement with Patriot Capital Funding, Inc. ( Patriot ). The merger
agreement contemplates the merger of Patriot with and into the Company, with the Company as the surviving
entity. In the merger, each outstanding share of Patriot common stock will be converted into the right to receive
approximately 0.3992 shares of common stock of Prospect, subject the payment of cash in lieu of fractional

shares of Prospect common stock resulting from the application of the foregoing exchange ratio. See Prospectus
Summary Proposed Merger in the accompanying prospectus. The table reflects shares of common stock
with $  being recorded as common stock and $  recorded as paid-in capital in excess of par value.

Reflects the dividend of $19.5 million paid on July 20, 2009 reducing undistributed net investment income.
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RECENT SALES OF COMMON STOCK BELOW NET ASSET VALUE

At our annual meeting of stockholders held on February 12, 2009, our stockholders approved our ability to sell an
unlimited number of shares of our common stock at any level of discount to NAV per share during the twelve-month
period following such approval. Accordingly, we may make additional offerings of our common stock without any
limitation on the total amount of dilution to stockholders. See Sales of Common Stock Below Net Asset Value in this
supplement and in the base prospectus. Pursuant to this authority, we have made the following offerings:

Estimated Net

Date of Price Per Share Shares Asset Percentage
Offering to Investors Issued Value Per Share Dilution
March 18, 2009 $8.20 1,500,000 $14.43 2.20%
April 27, 2009 $7.75 3,680,000 $14.15 5.05%
May 26, 2009 $8.25 7,762,500 $13.44 7.59 %
July 7, 2009 $9.00 5,175,000 $12.40 337 %
August 20, 2009 $8.50 3,449,686 $11.57 1.78 %
September 24, 2009 $9.00 2,807,111 $11.36 1.20 %

DISTRIBUTIONS AND PRICE RANGE OF COMMON STOCK

We have paid and intend to continue to distribute quarterly distributions to our stockholders out of assets legally
available for distribution. Our distributions, if any, will be determined by our Board of Directors. Certain amounts of
the quarterly distributions may from time to time be paid out of our capital rather than from earnings for the quarter as
a result of our deliberate planning or by accounting reclassifications.

In order to maintain RIC tax treatment, 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 order to avoid certain excise taxes imposed on RICs, we are required to distribute with respect to each
calendar year by January 31 of the following year an amount at least equal to the sum of

98% of our ordinary income for the calendar year,

98% of our capital gains in excess of capital losses for the one-year period ending on October 31 of the
calendar year, and

any ordinary income and net capital gains for preceding years that were not distributed during such years.

In December 2008, our Board of Directors elected to retain excess profits generated in the quarter ended
September 30, 2008 and pay a 4% excise tax on such retained earnings. We paid $533,000 for the excise tax with the
filing of our tax return in March 2009.

In addition, although we currently intend to distribute realized net capital gains (which we define as 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 decide in the future to retain such capital gains for investment. In such event, the consequences
of our retention of net capital gains are as described under Material U.S. Federal Income Tax Considerations in the
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accompanying prospectus. We can offer no assurance that we will achieve results that will permit the payment of any

cash distributions and, if we issue senior securities, we will be prohibited from making distributions if doing so causes
us to fail to maintain the asset coverage ratios stipulated by the 1940 Act or if distributions are limited by the terms of
any of our borrowings.

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 optout of the dividend reinvestment plan so as to receive cash dividends. Stockholders who
receive distributions in the form of stock are subject to the same U.S. Federal, state and local tax consequences as are
stockholders who elect to receive their distributions in cash. See Dividend Reinvestment Plan in the accompanying
prospectus. The tax consequences of distributions to

S-14
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stockholders are described in the accompanying prospectus under the label Material U.S. Federal Income Tax
Considerations in the accompanying prospectus. To the extent prudent and practicable, we intend to declare and pay
dividends on a quarterly basis.

With respect to the dividends paid to stockholders, income from origination, structuring, closing, commitment and
other upfront fees associated with investments in portfolio companies were treated as taxable income and accordingly,
distributed to stockholders. During the fiscal year ended June 30, 2009, we declared total dividends of approximately
$56.1 million.

Tax characteristics of all distributions will be reported to stockholders, as appropriate, on Form 1099-DIV after the
end of the year. Our ability to pay distributions could be affected by future business performance, liquidity, capital
needs, alternative investment opportunities and loan covenants.

Our common stock is quoted on the NASDAQ Global Select Market under the symbol PSEC. The following table sets
forth, for the periods indicated, our NAV per share of common stock and the high and low closing prices per share of

our common stock as reported on the NASDAQ Global Select Market. Our common stock historically trades at prices
both above and below its NAV. There can be no assurance, however, that such premium or discount, as applicable, to
NAYV will be maintained. Common stock of business development companies, like that of closed-end investment
companies, frequently trades at a discount to current NAV. Recently, our common stock has traded at a discount to

our NAV, adversely affecting our ability to raise capital. The risk that our common stock may continue to trade at a
discount to our NAYV is separate and distinct from the risk that our NAV per share may decline.

Premium Premium
(Discount) (Discount)
Stock Price of of Dividend
High to Low to
NAV®D High® Low® NAV NAV Declared
Twelve Months Ending
June 30, 2005
First quarter $ 13.67 $ 1545 $ 1442 13.0% 5.5%
Second quarter 13.74 15.15 11.63 10.3% 15.4)% $ 0.100
Third quarter 13.74 13.72 10.61 0.1)% (22.8)% 0.125
Fourth quarter 14.59 13.47 12.27 (7.7)% (15.9)% 0.150
Twelve Months Ending
June 30, 2006
First quarter $ 14.60 $ 1360 $ 11.06 (6.8)% (242)% $  0.200
Second quarter 14.69 15.46 12.84 5.2% (12.6)% 0.280
Third quarter 14.81 16.64 15.00 12.4% 1.3% 0.300
Fourth quarter 15.31 17.07 15.83 11.5% 3.4% 0.340
Twelve Months Ending
June 30, 2007
First quarter $ 14.86 $ 1677 $ 15.30 12.9% 30% $  0.380
Second quarter 15.24 18.79 15.60 23.3% 2.49)% 0.385
Third quarter 15.18 17.68 16.40 16.5% 8.0% 0.3875
Fourth quarter 15.04 18.68 16.91 24.2% 12.4% 0.390
Twelve Months Ending
June 30, 2008
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First quarter $ 15.08 $ 18.68 $ 14.16 23.9% 6.)% $ 03925
Second quarter 14.58 17.17 11.22 17.8% (23.0)% 0.395
Third quarter 14.15 16.00 13.55 13.1% (4.2)% 0.400
Fourth quarter 14.55 16.12 13.18 10.8% (9.49)% 0.40125
Twelve Months Ending

June 30, 2009

First quarter $ 14.63 $ 1424 $ 11.12 2.7)% (24.00% $ 0.4025
Second quarter 14.43 13.08 6.29 (9.4)% (56.4)% 0.40375
Third quarter 14.19 12.89 6.38 (9.2)% (55.0)% 0.405
Fourth Quarter 12.40 10.48 7.95 (15.5)% (35.9)% 0.40625
Twelve Months Ending

June 30, 2010

First Quarter 3)@) $ 1099 $ 8.82 @ ) @ ) $ 04075
Second Quarter (to 11/5/09) 3)@) $ 11.30 $ 993 @ ) @ ) ®)

(1) NAV per share is determined as of the last day in the relevant quarter and therefore may not reflect the NAV per
share on the date of the high or low sales price. The NAVs shown are based on outstanding shares at the end of
each period.

(2) The High/Low Stock Price is calculated as of the last reported sales price on a given day in the applicable
quarter.
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(3) Our most recently determined NAV per share was $12.40 as of June 30, 2009 ($11.22 on an as adjusted basis
solely to give effect to dividends paid on July 20, 2009 and our issuances of common shares on July 20, 2009 in
connection with our dividend reinvestment plan, on July 7, 2009 in an underwritten common stock offering and
on August 20, 2009 and September 24, 2009 in private stock offerings). NAV as of September 30, 2009 may be
higher or lower than $11.22 based on potential changes in valuations as of September 30, 2009.

(4) NAV has not yet been finally determined for any day after June 30, 2009.

(5) The dividend for the second quarter of 2010 will be declared in December 2009.

On , 2009, the last reported sales price of our common stock was $

As of , 2009, we had approximately

stockholders of record.

per share.

The below table sets forth each class of our outstanding securities as of June 30, 2009.

1)

Title
of Class

Common Stock

Authorized

100,000,000

3) 4)
Amount Held Amount
by Outstanding
Registrant or Exclusive of
for Amount
its Account Shown Under(3)
0 42,943,084
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SALES OF COMMON STOCK BELOW NET ASSET VALUE

At our annual meeting of stockholders held on February 12, 2009, our stockholders approved our ability to sell an
unlimited number of shares of our common stock at any level of discount from NAV per share during the twelve
month period following such approval. In order to sell shares pursuant to this authorization a majority of our directors
who have no financial interest in the sale and a majority of our independent directors must (a) find that the sale is in
our best interests and in the best interests of our stockholders, and (b) in consultation with any underwriter or
underwriters of the offering, make a good faith determination as of a time either immediately prior to the first
solicitation by us or on our behalf of firm commitments to purchase such shares, or immediately prior to the issuance
of such shares, that the price at which such shares are to be sold is not less than a price which closely approximates the
market value of such shares, less any distributing commission or discount. We are also permitted to sell shares of
common stock below NAV per share in rights offerings, although we will not do so under this prospectus supplement.
We are currently seeking shareholder approval at our upcoming 2009 annual meeting, which is scheduled to be held
on December 11, 2009, to continue for an additional year our ability to issue shares below net asset value. See
Renewing our Authorization to Sell Shares Below NAV.

The offering being made pursuant to this prospectus supplement is at a price below our most recently determined
NAYV per share. In making a determination that this offering is in our and our stockholders best interests, our Board of

Directors considered a variety of factors including matters such as:

the effect that the offering will have on our stockholders, including the potential dilution they may experience
as a result of the offering;

the amount per share by which the offering price per share and the net proceeds per share are less than the most
recently determined NAV per share;

the relationship of recent market prices of our common stock, which were lower than the price at which shares

are being offered, to NAV per share and the potential impact of the offering on the market price per share of

our common stock;

whether the estimated offering price would closely approximate the market value of our shares;

the potential market impact of being able to raise capital during the current financial market difficulties;

the nature of any new investors anticipated to acquire shares in the offering;

the anticipated rate of return on and quality, type and availability of investments; and

the leverage available to us.
Our Board of Directors also considered the fact that sales of common stock at a discount will benefit our Investment
Adpvisor as the Investment Advisor will earn additional investment management fees on the proceeds of such
offerings, as it would from the offering of any other securities of the Company or from the offering of common stock

at a premium to NAV per share.

We will not sell shares under a prospectus supplement to the post-effective amendment to the registration statement of
which this prospectus forms a part (the current amendment ) if the cumulative dilution to our NAV per share from
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offerings under the current amendment exceeds 15%. This limit would be measured separately for each offering
pursuant to the current amendment by calculating the percentage dilution or accretion to aggregate NAV from that
offering and then summing the percentage from each offering. For example, if our most recently determined NAV at
the time of the first offering is $11.22 and we have 55 million shares outstanding, sale of 14 million shares at net
proceeds to us of $5.61 per share (a 50% discount) would produce dilution of 10.15%. If we subsequently determined
that our NAV per share increased to $12.00 on the then 69 million shares outstanding and then made an additional
offering, we could, for example, sell approximately an additional 7.4 million shares at net proceeds to us of $6.00 per
share, which would produce dilution of 4.85%, before we would reach the aggregate 15% limit. If we file a new
post-effective amendment, the threshold would reset.
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Sales by us of our common stock at a discount from NAV pose potential risks for our existing stockholders whether or
not they participate in the offering, as well as for new investors who participate in the offering.

The following three headings and accompanying tables will explain and provide hypothetical examples on the impact
of an offering at a price less than NAV per share on three different set of investors:

existing stockholders who do not purchase any shares in the offering;

existing stockholders who purchase a relatively small amount of shares in the offering or a relatively large
amount of shares in the offering; and

new investors who become stockholders by purchasing shares in the offering.
Impact On Existing Stockholders Who Do Not Participate in the Offering

Our existing stockholders who do not participate in an offering below NAV per share or who do not buy additional
shares in the secondary market at the same or lower price we obtain in the offering (after expenses and commissions)
face the greatest potential risks. These stockholders will experience an immediate decrease (often called dilution) in
the NAV of the shares they hold and their NAV per share. These stockholders will also experience a
disproportionately greater decrease in their participation in our earnings and assets and their voting power than the
increase we will experience in our assets, potential earning power and voting interests due to the offering. These
stockholders may also experience a decline in the market price of their shares, which often reflects to some degree
announced or potential increases and decreases in NAV per share. This decrease could be more pronounced as the size
of the offering and level of discounts increase.

The following chart illustrates the level of NAV dilution that would be experienced by a stockholder who does not
participate in the offering. It is not possible to predict the level of market price decline that may occur. NAV has not
been finally determined for any day after June 30, 2009. The table below is shown based upon the pro-forma NAV
calculated by us taking into account the dilutive effects on our NAV per share of our dividend paid on July 20, 2009
and our issuance of shares in connection with our dividend reinvestment plan on July 20, 2009 and our July 7, 2009,
August 20, 2009 and September 24, 2009 sales noted above. For purposes of illustration, the table below assumes that
our June 30, 2009 NAYV per share has been reduced by 9.52% to $11.22 per share as a result of the foregoing
transactions. The following example assumes a sale of 5,500,000 shares at a sales price to the public of $10.00 with a
5% underwriting discount and commissions and $275,000 of expenses ($9.45 per share net).

Prior to Sale Following Yo
Below NAV Sale Change
Offering Price
Price per Share to Public $ 10.00
Net Proceeds per Share to Issuer $ 9.45
Decrease to NAV
Total Shares Outstanding 54,672,155 60,172,155 10.06%
NAV per Share $ 11.22 $ 11.06 (1.44)%
Dilution to Nonparticipating Stockholder
Shares Held by Stockholder A 54,672 54,672 0.00%
Percentage Held by Stockholder A 0.10% 0.09% 9.14)%
Total NAV Held by Stockholder A $ 613,623 $ 604,759 (1.44)%
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Total Investment by Stockholder A (Assumed to be $11.22 per
Share)

Total Dilution to Stockholder A (Total NAV Less Total
Investment)

NAYV per Share Held by Stockholder A after offering
Investment per Share Held by Stockholder A (Assumed to be
$11.22 on Shares Held Prior to Sale) $ 11.22
Dilution per Share Held by Stockholder A (NAYV per Share Less
Investment per Share)

Percentage Dilution to Stockholder A (Dilution per Share
Divided by Investment per Share)

S-18
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613,623

(8,864)
11.06

11.22

(0.16)

(1.44)%
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Impact On Existing Stockholders Who Do Participate in the Offering

Our existing stockholders who participate in the offering or who buy additional shares in the secondary market at the
same or lower price as we obtain in the offering (after expenses and commissions) will experience the same types of
NAYV dilution as the nonparticipating stockholders, albeit at a lower level, to the extent they purchase less than the
same percentage of the discounted offering as their interest in our shares immediately prior to the offering. The level
of NAV dilution will decrease as the number of shares such stockholders purchase increases. Existing stockholders
who buy more than such percentage will experience NAV dilution but will, in contrast to existing stockholders who
purchase less than their proportionate share of the offering, experience an increase (often called accretion) in NAV per
share over their investment per share and will also experience a disproportionately greater increase in their
participation in our earnings and assets and their voting power than our increase in assets, potential earning power and
voting interests due to the offering. The level of accretion will increase as the excess number of shares such
stockholder purchases increases. Even a stockholder who overparticipates will, however, be subject to the risk that we
may make additional discounted offerings in which such stockholder does not participate, in which case such a
stockholder will experience NAV dilution as described above in such subsequent offerings. These stockholders may
also experience a decline in the market price of their shares, which often reflects to some degree announced or
potential increases and decreases in NAV per share. This decrease could be more pronounced as the size of the
offering and level of discounts increases.

The following chart illustrates the level of dilution and accretion in the offering for a stockholder that acquires shares
equal to (1) 50% of its proportionate share of the offering (i.e., 2,750 shares, which is 0.05% of the offering rather
than its 0.10% proportionate share) and (2) 150% of such percentage (i.e., 8,250 shares, which is 0.15% of the offering
rather than its 0.10% proportionate share). NAV has not been finally determined for any day after June 30, 2009. The
table below is shown based upon the pro-forma NAYV calculated by us taking into account the dilutive effects on our
NAYV per share of our dividend paid on July 20, 2009 and our issuance of shares in connection with our dividend
reinvestment plan on July 20, 2009 and our July 7, 2009, August 20, 2009 and September 24, 2009 sales noted above.
For purposes of illustration, the table below assumes that our June 30, 2009 NAV per share has been reduced by
9.52% to $11.22 per share as a result of the foregoing transactions. The following example assumes a sale of
5,500,000 shares at a sales price to the public of $10.00 with a 5% underwriting discount and commissions and
$275,000 of expenses ($9.45 per share net).

50% 150%
Participation Participation

Prior to Sale Following Yo Following %0

Below NAYV Sale Change Sale Change
Offering Price
Price per Share to Public $ 10.00 $ 10.00
Net Proceeds per Share to Issuer $ 9.45 $ 9.45
Decrease/Increase to NAV
Total Shares Outstanding 54,672,155 60,172,155 10.06% 60,172,155 10.06%
NAV per Share $ 11.22 $ 11.06 1.4H% $ 11.06 (1.44)%
Dilution/Accretion to
Participating Stockholder
Shares Held by Stockholder A 54,672 57,422 5.03% 62,922 15.09%
Percentage Held by Stockholder
A 0.10% 0.10% 4.57)% 0.10% 4.57%

$ 613,623 $ 635,179 351%  $ 696,017 13.43%
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Total NAV Held by Stockholder
A

Total Investment by Stockholder
A (Assumed to be $11.22 per
Share on Shares held Prior to
Sale)

Total Dilution/Accretion to
Stockholder A (Total NAV Less
Total Investment)

NAYV per Share Held by
Stockholder A

Investment per Share Held by
Stockholder A (Assumed to Be
$11.22 on Shares Held Prior to
Sale) $ 11.22
Dilution/Accretion per Share
Held by Stockholder A (NAV per
Share Less Investment per Share)
Percentage Dilution/Accretion to
Stockholder A
(Dilution/Accretion per Share
Divided by Investment per Share)

641,123

S-19

(5,944)

11.06

11.16

(0.10)

(0.93)%

696,123

(106)

11.06

11.06

0.00

(0.02)%
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Impact On New Investors

Investors who are not currently stockholders and who participate in an offering below NAV but whose investment per
share is greater than the resulting NAV per share due to selling compensation and expenses paid by the issuer will
experience an immediate decrease, albeit small, in the NAV of their shares and their NAV per share compared to the
price they pay for their shares. Investors who are not currently stockholders and who participate in an offering below
NAYV per share and whose investment per share is also less than the resulting NAV per share due to selling
compensation and expenses paid by the issuer being significantly less than the discount per share will experience an
immediate increase in the NAV of their shares and their NAV per share compared to the price they pay for their
shares. These investors will experience a disproportionately greater participation in our earnings and assets and their
voting power than our increase in assets, potential earning power and voting interests. These investors will, however,
be subject to the risk that we may make additional discounted offerings in which such new stockholder does not
participate, in which case such new stockholder will experience dilution as described above in such subsequent
offerings. These investors may also experience a decline in the market price of their shares, which often reflects to
some degree announced or potential increases and decreases in NAV per share. This decrease could be more
pronounced as the size of the offering and level of discounts increases.

The following chart illustrates the level of dilution or accretion for new investors that will be experienced by a new
investor who purchases the same percentage (0.10%) of the shares in the offering as the stockholder in the prior
examples held immediately prior to the offering. These stockholders may also experience a decline in the market price
of their shares, which often reflects to some degree announced or potential increases and decreases in NAV per share.
This decrease could be more pronounced as the size of the offering and level of discounts increases. It is not possible
to predict the level of market price decline that may occur. NAV has not been finally determined for any day after
June 30, 2009. The table below is shown based upon the pro-forma NAYV calculated by us taking into account the
dilutive effects on our NAV per share of our dividend paid on July 20, 2009 and our issuance of shares in connection
with our dividend reinvestment plan on July 20, 2009 and our July 7, 2009, August 20, 2009 and September 24, 2009
sales noted above. For purposes of illustration, the table below assumes that our June 30, 2009 NAV per share has
been reduced by 9.52% to $11.22 per share as a result of the foregoing transactions. The following example assumes a
sale of 5,500,000 shares at a sales price to the public of $10.00 with a 5% underwriting discount and commissions and
$275,000 of expenses ($9.45 per share net).

Prior to Sale Following Yo
Below NAV Sale Change
Offering Price
Price per Share to Public $ 10.00
Net Proceeds per Share to Issuer $ 9.45
Decrease to NAV
Total Shares Outstanding 54,672,155 60,172,155 10.06%
NAV per Share $ 11.22 $ 11.06 (1.44)%
Dilution/Accretion to New Investor A
Shares Held by Investor A 0 5,500
Percentage Held by Investor A 0.00% 0.01%
Total NAV Held by Investor A $ 0 $ 60,839
Total Investment by Investor A (At Price to Public) $ 55,000
Total Dilution/Accretion to Investor A (Total NAV Less Total
Investment) $ 5,839
NAV per Share Held by Investor A $ 11.06
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Investment per Share Held by Investor A $ 0.00 $
Dilution/Accretion per Share Held by Investor A (NAV per
Share Less Investment per Share) $

Percentage Dilution/Accretion to Investor A
(Dilution/Accretion per Share Divided by Investment per
Share)

S-20

10.00

1.06

10.62%

Table of Contents

41



Edgar Filing: PROSPECT CAPITAL CORP - Form 497

Table of Contents

Renewing our Authorization to Sell Shares Below NAV

As mentioned above, our authorization to issue shares below NAV expires on the one year anniversary of the
completion of our 2008 annual meeting of shareholders. We are currently seeking shareholder approval to continue for
an additional year our ability to issue shares below NAV at our upcoming 2009 annual meeting.

The 1940 Act prohibits business development companies from selling shares of common stock at a price below the
current NAV per share of such stock, unless such a sale is approved by shareholders and, in certain cases, the board of
directors makes certain determinations. Pursuant to the 1940 Act, our shareholders may approve the proposal to issue
shares below net asset value at our upcoming annual meeting in either of two ways.

First, the proposal will be approved if we obtain the affirmative vote of: (a) a majority of the outstanding shares of
common stock entitled to vote at the annual meeting; and (b) a majority of the outstanding shares of common stock
entitled to vote at the annual meeting that are not held by affiliated persons. For purposes of this alternative, the 1940
Act defines a majority of the outstanding shares as: (1) 67% or more of the voting securities present at the annual
meeting if the holders of more than 50% of our outstanding voting securities are present or represented by proxy; or
(2) 50% of our outstanding voting securities, whichever is the less. In order to sell shares pursuant to this
authorization, the 1940 Act requires that a majority of our directors who have no financial interest in the sale and a
majority of our independent directors (i) find that the sale is in our best interests and in the best interests of our
shareholders, and (ii) in consultation with any underwriter or underwriters of the offering, make a good faith
determination as of a time either immediately prior to the first solicitation by us or on our behalf of firm commitments
to purchase such shares, or immediately prior to the issuance of such shares, that the price at which such shares are to
be sold is not less than a price which closely approximates the market value of such shares, less any distributing
commission or discount. In addition, in accordance with the 1940 Act, this authorization would only be valid during
the twelve month period following its approval.

Second, the proposal will also be approved if we receive approval from a majority of the number of the beneficial
holders of our common stock entitled to vote at the annual meeting, without regard to whether a majority of such
shares are voted in favor of the proposal. If the second method of authorization is obtained, our independent directors
will not required by the 1940 Act to make certain of the determinations outlined under method one above nor will the
1940 Act by its terms impose a one-year authorization limitation. However, if we obtain this second method of
authorization at our 2009 annual meeting, we will nonetheless only make sales pursuant to such authority for a twelve
month period.

PLAN OF DISTRIBUTION
We are selling the shares of our common stock under this prospectus supplement . Subject to the terms of ,
we have agreed to sell shares of our common stock at a price of $§  per share in cash.

We expect to have our transfer agent deliver the shares of our common stock after we receive the payment of the total
purchase price therefor in immediately available funds.

We will bear all of the expenses that we incur in connection with the offering of our shares of common stock under
this prospectus supplement. We estimate the total expenses payable by us in connection with the offering will be
approximately $  in total, including, without limitation, SEC filing fees and expenses of compliance with state
securities or blue sky laws; provided, however, that a selling stockholder will pay all underwriting discounts and
selling commissions, if any. We will indemnify the selling stockholders against liabilities, including some liabilities
under the Securities Act of 1933, in accordance with the Registration Rights Agreements, or the selling stockholders

Table of Contents 42



Edgar Filing: PROSPECT CAPITAL CORP - Form 497

will be entitled to contribution. We may be indemnified by the selling stockholders against civil liabilities, including
liabilities under the Securities Act of 1933, that may arise from any written information furnished to us by the selling
stockholder specifically for use in this prospectus, in accordance with the related Registration Rights Agreement, or
we may be entitled to contribution. In addition, if, among other things, the registration statement, of which the
prospectus and this
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prospectus supplement forms a part, is not declared effective by a certain date or does not remain continuously
effective as required by the Registration Rights Agreements, we may be obligated to make liquidated damages
payments to selling stockholders.

Pursuant to the terms of the Registration Rights Agreements entered into by the Company, the selling stockholders
may resell shares of our common stock under this prospectus supplement. The selling stockholders may sell common
stock from time to time in one or more of the following types of transactions (including block transactions): (i) on any
national exchange on which the shares may be listed or any automatic quotation system through which the shares may
be quoted, (ii) in the over-the-counter market, (iii) in privately negotiated transactions, (iv) through put and call
transactions, (v) through short sales, (vi) by pledge to secure debts and other obligations, (vii) to cover hedging
transactions, (viii) through the issuance of derivative securities, including warrants, exchangeable securities,

(ix) forward delivery contracts and the writing of options, underwritten offerings, (x) a combination of such methods
of sale, and (xi) any other legally available means. The sales may be made at prevailing market prices at the time of
sale or at privately negotiated prices. The selling stockholders may use brokers, dealers or agents to sell their
respective shares. The persons acting as agents may receive compensation in the form of commissions, discounts or
concessions. This compensation may be paid by the selling stockholders or the purchasers of the shares for whom the
selling stockholders may act as agent, or to whom the selling stockholders may sell as a principal, or both.

The selling stockholders may enter into hedging transactions with broker-dealers or other financial institutions. In
connection with these transactions, broker-dealers or other financial institutions may engage in short sales of the
shares in the course of hedging positions they assume with the selling stockholders. The selling stockholders may also
enter into options or other transactions with broker-dealers or other financial institutions which require the delivery to
these broker-dealers or other financial institutions of shares, which such broker-dealer or other financial institution
may resell under this to the prospectus supplement (as amended or supplemented to reflect such transaction). The
selling stockholders may also engage in short sales of shares and, in those instances, the prospectus supplement may
be delivered in connection with the short sales and the shares offered pursuant to the prospectus supplement may be
used to cover the short sales. The selling stockholders and any broker-dealer participating in the distribution of the
shares of common stock may be deemed to be underwriters within the meaning of the Securities Act of 1933, and any
commission paid, or any discounts or concessions allowed to, any such broker-dealer may be deemed to be
underwriting commissions or discounts under the Securities Act of 1933. At the time a particular offering of the shares
of common stock is made, a prospectus supplement, if required, will be distributed which will set forth the aggregate
amount of shares of common stock being offered and the terms of the offering, including the name or names of any
broker-dealers or agents, any discounts, commissions and other terms constituting compensation from the selling
stockholders and any discounts, commissions or concessions allowed or reallowed or paid to broker-dealers.

The selling stockholders may choose not to sell any or may choose to sell less than all of the shares of common stock
registered pursuant to the registration statement, of which this prospectus supplement forms a part. Once sold under
the registration statement, of which this prospectus supplement forms a part, the shares of common stock will be
freely tradable in the hands of persons other than our affiliates.

In order to comply with the securities laws of most states, if applicable, the selling stockholders may only sell shares
of common stock in those jurisdictions through registered or licensed brokers or dealers. In addition, in some states
the shares of common stock may not be sold unless they have been registered or qualified for sale or an exemption
from registration or qualification requirements is available and is complied with.

The selling stockholders and any other person participating in a distribution of the securities covered by the prospectus
supplement will be subject to applicable provisions of the Securities Exchange Act of 1934, as amended, and the rules
and regulations thereunder, including Regulation M, which may limit the timing of purchases and sales of any of the
securities by the selling stockholders and any other such person. Furthermore, under Regulation M, any person
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to the particular securities being distributed for
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certain periods prior to the commencement of or during such distribution. Regulation M s prohibition on purchases
may include purchases to cover short positions by the selling stockholders, and a selling stockholder s failure to cover
a short position at a lender s request and subsequent purchases by the lender in the open market of shares to cover such
short positions, may be deemed to constitute an inducement to buy shares, which is prohibited by Regulation M. All

of the above may affect the marketability of the securities and the ability of any person or entity to engage in
market-making activities with respect to the securities.

Certain selling stockholders have identified themselves to us as affiliates of broker-dealers. The selling stockholders
who are affiliates of broker-dealers have each informed us that that they did not receive the shares of common stock
outside of the ordinary course of business nor, at the time of issuance or purchase of the common stock, did they have
any view to or arrangements or understandings, directly or indirectly, with any person to distribute the shares of
common stock.

Our common stock is listed on the NASDAQ Global Select Market under the symbol PSEC.
LEGAL MATTERS

Certain legal matters regarding the common stock offered hereby have been passed upon for the Company by
Skadden, Arps, Slate, Meagher & Flom LLP, New York, New York, and Venable LLP as special Maryland counsel.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
BDO Seidman LLP is the independent registered public accounting firm for the Company.
AVAILABLE INFORMATION

We have filed with the SEC a registration statement on Form N-2, together with all amendments and related exhibits,
under the Securities Act of 1933, with respect to our common stock offered by this prospectus supplement. The
registration statement contains additional information about us and the common stock being registered by this
prospectus supplement. We file with or submit to the SEC annual, quarterly and current periodic reports, proxy
statements and other information meeting the informational requirements of the Exchange Act. This information and
the information specifically regarding how we voted proxies relating to portfolio securities for the period ended

June 30, 2009, are available free of charge by contacting us at 10 East 40th Street, 44th floor, New York, NY 10016 or
by telephone at toll-free (888) 748-0702. You may inspect and copy these reports, proxy statements and other
information, as well as the registration statement and related exhibits and schedules, at the Public Reference Room of
the SEC at 100 F Street NE, Washington, D.C. 20549. You may obtain information on the operation of the Public
Reference Room by calling the SEC at (202) 551-8090. The SEC maintains an Internet site that contains reports,
proxy and information statements and other information filed electronically by us with the SEC which are available on
the SEC s Internet site at http://www.sec.gov. Copies of these reports, proxy and information statements and other
information may be obtained, after paying a duplicating fee, by electronic request at the following E-mail address:
publicinfo @sec.gov, or by writing the SEC s Public Reference Section, Washington, D.C. 20549-0102.

No dealer, salesperson or other individual has been authorized to give any information or to make any representation
other than those contained in this prospectus supplement and, if given or made, such information or representations
must not be relied upon as having been authorized by us or the underwriters. This prospectus supplement does not
constitute an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction in which such an offer or
solicitation is not authorized or in which the person making such offer or solicitation is not qualified to do so, or to
any person to whom it is unlawful to make such offer or solicitation. Neither the delivery of this prospectus
supplement nor any sale made hereunder shall, under any circumstances, create any implication that there has been no
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S-23

Table of Contents

47



Edgar Filing: PROSPECT CAPITAL CORP - Form 497

Table of Contents
$500,000,000

PROSPECT CAPITAL CORPORATION
Common Stock
Preferred Stock
Debt Securities
Warrants

We may offer, from time to time, in one or more offerings or series, together or separately, up to $500,000,000 of our
common stock, preferred stock, debt securities or rights to purchase shares of common stock, preferred stock or debt
securities, collectively, the Securities, to provide us with additional capital. Securities may be offered at prices and on
terms to be disclosed in one or more supplements to this prospectus. You should read this prospectus and the
applicable prospectus supplement carefully before you invest in our Securities.

We may offer shares of common stock at a discount to net asset value per share in certain circumstances. Sales of
common stock at prices below net asset value per share dilute the interests of existing stockholders, have the effect of
reducing our net asset value per share and may reduce our market price per share.

Our 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 the offering will identify any
agents or underwriters involved in the sale of our 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 our Securities
through agents, underwriters or dealers without delivery of the prospectus and a prospectus supplement describing the
method and terms of the offering of such Securities. Our common stock is traded on The NASDAQ Global Select
Market under the symbol PSEC. As of November 5, 2009, the last reported sales price for our common stock was
$10.25.

On August 3, 2009, we entered into an Agreement and Plan of Merger (the merger agreement ) with Patriot Capital
Funding, Inc., a Delaware corporation ( PCAP or Patriot ). The merger agreement contemplates the merger of PCAP
with and into the Company, with the Company as the surviving entity. Consummation of the merger, which is

currently anticipated to occur in the fourth quarter on calendar year 2009, is subject to certain conditions, including,
among others, PCAP stockholder approval, governmental filings, accuracy of the representations and warranties of the
other party and compliance by the other party with its obligations under the merger agreement. See Prospectus
Summary Proposed Merger and Risk Factors.

Prospect Capital Corporation, or the Company, is a company that lends to and invests in middle market privately-held
companies. Prospect Capital Corporation, a Maryland corporation, has been organized as a closed-end investment
company since April 13, 2004 and has filed an election to be treated as a business development company under the
Investment Company Act of 1940, as amended, or the 1940 Act, and is a non-diversified investment company within
the meaning of the 1940 Act.

Prospect Capital Management LLC, our investment adviser, manages our investments and Prospect Administration
LLC, our administrator, provides the administrative services necessary for us to operate.

Investing in our Securities involves a heightened risk of total loss of investment and is subject to risks. Before

buying any Securities, you should read the discussion of the material risks of investing in our Securities in Risk
Factors beginning on page 16 of this prospectus.
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This prospectus contains important information about us that you should know before investing in our Securities.
Please read it before making an investment decision and keep it for future reference. We file annual, quarterly and
current reports, proxy statements and other information about us with the Securities and Exchange Commission, or the
SEC. This information will be available free of charge by writing to Prospect Capital Corporation at 10 East

40t Street, 44th Floor, New York, NY 10016, or by calling collect at 212-448-0702. Our Internet address is
http://www.prospectstreet.com. You may also obtain information about us from the SEC s website
(http://www.sec.gov).

Neither the SEC 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 securities unless accompanied by a prospectus supplement.

The date of this Prospectus is November 9, 2009
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the SEC, using the shelf registration process.
Under the shelf registration process, we may offer, from time to time on a delayed basis, up to $500,000,000 of our
common stock, preferred stock, debt securities 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. The prospectus supplement may also add, update or change information contained in this prospectus. Please
carefully read this prospectus and any prospectus supplement together with any exhibits and the additional

information described under the heading Available Information and the section under the heading Risk Factors before
you make an investment decision.

ii
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PROSPECTUS SUMMARY

The following summary contains basic information about this offering. It does not contain all the information that may
be important to an investor. For a more complete understanding of this offering, we encourage you to read this entire
document and the documents to which we have referred.

Information contained or incorporated by reference in this prospectus may contain forward-looking statements
within the meaning of the Private Securities Litigation Reform Act of 1995, which are statements about the future that
may be identified by the use of forward-looking terminology such as may, will,  expect, intend, plans,

anticipate,  estimate or continue or the negative thereof or other variations thereon or comparable
terminology. These forward-looking statements do not meet the safe harbor for forward-looking statements pursuant
to Section 27A of the Securities Act of 1933, as amended, or the Securities Act. The matters described in Risk
Factors and certain other factors noted throughout this prospectus and in any exhibits to the registration statement
of which this prospectus is a part, constitute cautionary statements identifying important factors with respect to any
such forward-looking statements, including certain risks and uncertainties, that could cause actual results to differ
materially from those in such forward-looking statements. The Company reminds all investors that no
forward-looking statement can be relied upon as an accurate or even mostly accurate forecast because humans
cannot forecast the future.

The terms we, us, our, and Company refer to Prospect Capital Corporation; Prospect Capital

Management orthe Investiment Adviser refers to Prospect Capital Management LLC, our investment adviser;
Prospect Administration or the Administrator refers to Prospect Administration LLC, our administrator, and
Prospect refers to Prospect Capital Management LLC, its affiliates and its predecessor companies.

The Company
We are a financial services company that lends to and invests in middle market privately-held companies.

We were originally organized under the name Prospect Street Energy Corporation and we changed our name to

Prospect Energy Corporation in June 2004. We changed our name again to Prospect Capital Corporation in May 2007
and at the same time terminated our policy of investing at least 80% of our net assets in energy companies. While we
expect to be less focused on the energy industry in the future, we will continue to have significant holdings in the
energy and energy related industries. We have been organized as a closed-end investment company since April 13,
2004 and have filed an election to be treated as a business development company under the 1940 Act. We are a
non-diversified company within the meaning of the 1940 Act. Our headquarters are located at 10 East 40th Street,
44th Floor, New York, NY 10016, and our telephone number is (212) 448-0702.

The Investment Adviser

Prospect Capital Management, an affiliate of the Company, manages our investment activities. Prospect Capital
Management is an investment adviser that has been registered under the Investment Advisers Act of 1940, or the
Adpvisers Act, since March 31, 2004. Under an investment advisory and management agreement between us and
Prospect Capital Management, or the Investment Advisory Agreement, we have agreed to pay Prospect Capital
Management investment advisory fees, which will consist of an annual base management fee based on our gross
assets, which we define as total assets without deduction for any liabilities, as well as a two-part incentive fee based
on our performance.
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We may offer, from time to time, in one or more offerings or series, together or separately, up to $500,000,000 of our
Securities, which we expect to use initially to maintain balance sheet liquidity and thereafter to make long-term
investments in accordance with our investment objectives.

Our Securities may be offered directly to one or more purchasers, through agents designated from time to time by us,
or to or through underwriters or dealers. The prospectus supplement relating to a particular
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offering will disclose the terms of that offering, including the name or names of any agents or underwriters involved
in the sale of our Securities by us, the purchase price, and any 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 our Securities through agents, underwriters or dealers without
delivery of a prospectus supplement describing the method and terms of the offering of our Securities.

We may offer shares of common stock at a discount to net asset value per share at prices approximating market value
less selling expenses upon approval of our directors, including a majority of our independent directors, in certain
circumstances. See Sales of Common Stock Below Net Asset Value in this prospectus and in the prospectus
supplement, if applicable. Sales of common stock at prices below net asset value per share dilute the interests of
existing stockholders, have the effect of reducing our net asset value per share and may reduce our market price per
share. We will not offer shares of common stock at a discount to net asset value through a rights offering under this
prospectus.

Set forth below is additional information regarding the offering of our Securities:

Use of proceeds Unless otherwise specified in a prospectus supplement, we intend to use
the net proceeds from selling Securities pursuant to this prospectus
initially to maintain balance sheet liquidity, involving repayment of debt
under our credit facility, investments in high quality short-term debt
instruments or a combination thereof, and thereafter to make long-term
investments in accordance with our investment objective. See Use of
Proceeds.

Distributions We have paid quarterly distributions to the holders of our common stock
and generally intend to continue to do so. The amount of the quarterly
distributions is determined by our Board of Directors and is based on our
estimate of our investment company taxable income and net short-term
capital gains. Certain amounts of the quarterly distributions may from
time to time be paid out of our capital rather than from earnings for the
quarter as a result of our deliberate planning or accounting
reclassifications. Distributions in excess of our current or accumulated
earnings or profits constitute a return of capital and will reduce the
stockholder s adjusted tax basis in such stockholder s common stock. After
the adjusted basis is reduced to zero, these distributions will constitute
capital gains to such stockholders. Certain additional amounts may be
deemed as distributed to stockholders for income tax purposes. Other
types of Securities will likely pay distributions in accordance with their
terms. See Price Range of Common Stock,  Distributions and Material U.S.
Federal Income Tax Considerations.

Taxation We have qualified and elected to be treated for U.S. Federal income tax
purposes as a regulated investment company, or a RIC, under Subchapter
M of the Internal Revenue Code of 1986, or the Code. As a RIC, we
generally do not have to pay corporate-level U.S. Federal income taxes on
any ordinary income or capital gains that we distribute to our stockholders
as dividends. To maintain our qualification as a RIC and obtain RIC tax
treatment, we must maintain specified source-of-income and asset
diversification requirements and distribute annually at least 90% of our
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realized net long-term capital losses, if any. See Distributions and Material
U.S. Federal Income Tax Considerations.

Dividend reinvestment plan We have a dividend reinvestment plan for our stockholders. This is an opt
out dividend reinvestment plan. As a result, when we declare a dividend,
the dividends are automatically reinvested in additional shares of our
common stock, unless a stockholder specifically opts out of the dividend
reinvestment plan so as to receive cash dividends. Stockholders who
receive distributions in the form of stock are subject to the same U.S.
Federal, state and local tax consequences as stockholders who elect to
receive their distributions in cash. See Dividend Reinvestment Plan.

The NASDAQ Global Select Market
Symbol PSEC

Anti-takeover provisions Our charter and bylaws, as well as certain statutory and regulatory
requirements, contain 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 of our common stock. See Description
Of Our Capital Stock.

Management arrangements Prospect Capital Management serves as our investment adviser. Prospect
Administration serves as our administrator. For a description of Prospect
Capital Management, Prospect Administration and our contractual
arrangements with these companies, see Management Management
Services Investment Advisory Agreement, and Management
Management Services Administration Agreement.

Risk factors Investment in our Securities involves certain risks relating to our structure
and investment objective that should be considered by prospective
purchasers of our Securities. In addition, investment in our Securities
involves certain risks relating to investing in the energy sector, including
but not limited to risks associated with commodity pricing, regulation,
production, demand, depletion and expiration, weather, and valuation. We
have a limited operating history upon which you can evaluate our
business. In addition, as a business development company, our portfolio
primarily includes securities issued by privately-held companies. These
investments generally involve a high degree of business and financial risk,
and are less liquid than public securities. We are required to mark the
carrying value of our investments to fair value on a quarterly basis, and
economic events, market conditions and events affecting individual
portfolio companies can result in quarter-to-quarter mark-downs and
mark-ups of the value of individual investments that collectively can
materially affect our net asset value, or NAV. Also, our determinations of
fair value of privately-held securities may differ materially from the
values that would exist if there was a ready market for these investments.
A large number of entities compete for the same kind of investment
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amount of capital to operate and to grow and we seek additional capital

from external
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Plan of distribution

Fees and Expenses

sources. In addition, the failure to qualify as a RIC eligible for

pass-through tax treatment under the Code on income distributed to
stockholders could have a materially adverse effect on the total return, if

any, obtainable from an investment in our Securities. See Risk Factors and
the other information included in this prospectus for a discussion of

factors you should carefully consider before deciding to invest in our
Securities.

We may offer, from time to time, up to $500,000,000 of our common
stock, preferred stock, debt securities or 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. Securities may be offered at prices
and on terms described in one or more supplements to this prospectus
directly to one or more purchasers, through agents designated from time to
time by us, or to or through underwriters or dealers. The supplement to
this prospectus relating to the offering will identify any agents or
underwriters involved in the sale of our Securities, and will set forth any
applicable purchase price, fee and commission or discount arrangement or
the basis upon which such amount may be calculated. We may not sell
Securities pursuant to this prospectus without delivering a prospectus
supplement describing the method and terms of the offering of such
Securities. For more information, see Plan of Distribution.

The following tables are intended to assist you in understanding the costs and expenses that an investor in this offering
will bear directly or indirectly. We caution you that some of the percentages indicated in the table below are estimates
and may vary. In these tables, we assume that we have borrowed $195 million under our credit facility, which is the
maximum amount available under the credit facility. Except where the context suggests otherwise, whenever this
prospectus contains a reference to fees or expenses paid by you or us orthat we will pay fees or expenses, the
Company will pay such fees and expenses out of our net assets and, consequently, you will indirectly bear such fees or
expenses as an investor in the Company. However, you will not be required to deliver any money or otherwise bear
personal liability or responsibility for such fees or expenses.

Stockholder transaction expenses:

Sales load (as a percentage of offering price)) 5.00%
Offering expenses borne by us (as a percentage of offering price)® 0.50%
Dividend reinvestment plan expenses®) None
Total stockholder transaction expenses (as a percentage of offering price)® 5.50%
Annual expenses (as a percentage of average net assets for the year ended June 30, 2009):

Combined base management fee (3.40)%® and incentive fees payable under Investment Advisory

Agreement (20% of realized capital gains and 20% of pre-incentive fee net investment income)

(3.41)%© 6.81%
Interest payments on borrowed funds 2.70%
Other expenses 2.83%®
Total annual expenses 12.34%©)®)

Example
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The following table demonstrates the projected dollar amount of cumulative expenses we would pay out of net assets
and that you would indirectly bear over various periods with respect to a hypothetical investment in our common
stock. In calculating the following expense amounts, we have assumed we would have
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borrowed all $195 million available under our line of credit, that our annual operating expenses would remain at the
levels set forth in the table above and that we would pay the stockholder costs shown in the table above.

1 Year 3 Years 5 Years 10 Years

You would pay the following expenses on a $1,000
investment, assuming a 5% annual return $ 139.38 $ 298.33 $ 445.04 $ 764.23

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 income incentive fee under our Investment Advisory Agreement with Prospect
Capital Management would be zero at the 5% annual return assumption, as required by the SEC for this table, since no
incentive fee is paid until the annual return exceeds 7%. This illustration assumes that we will not realize any capital
gains computed net of all realized capital losses and unrealized capital depreciation in any of the indicated time
periods. If we achieve sufficient returns on our investments, including through the realization of capital gains, to
trigger an incentive fee of a material amount, our expenses, and returns to our investors after such expenses, would be
higher. In addition, while the example assumes reinvestment of all dividends and 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 dividend payable to a participant by the market price per share of our common stock at the close
of trading on the valuation date for the dividend. See Dividend Reinvestment Plan for additional information
regarding our dividend reinvestment plan.

This example and the expenses in the table above should not be considered a representation of our future
expenses. Actual expenses (including the cost of debt, if any, and other expenses) may be greater or less than
those shown.

(1) In the event that the Securities to which this prospectus relates are sold to or through underwriters, a
corresponding prospectus supplement will disclose the estimated applicable sales load.

(2) The related prospectus supplement will disclose the estimated amount of offering expenses, the offering price and
the estimated offering expenses borne by us as a percentage of the offering price.

(3) The expenses of the dividend reinvestment plan are included in other expenses.

(4) The related prospectus supplement will disclose the offering price and the total stockholder transaction expenses
as a percentage of the offering price.

(5) Our base management fee is 2% of our gross assets (which include any amount borrowed, i.e., total assets
without deduction for any liabilities). Although no plans are in place to borrow the full amount under our line of
credit, assuming that we borrowed $195 million, the 2% management fee of gross assets equals approximately
3.40% of net assets. See Management Management Services Investment Advisory Agreement and footnote 6
below.

(6) The incentive fee payable to our Investment Adviser under the Investment Advisory Agreement is based on our
performance and will not be paid unless we achieve certain goals. Under the assumption of a 5% return required
in the example, no incentive fee would be payable. The incentive fee consists of two parts. The first part, the
income incentive fee, which is payable quarterly in arrears, will equal 20% of the excess, if any, of our
pre-incentive fee net investment income that exceeds a 1.75% quarterly (7% annualized) hurdle rate, subject to a

Table of Contents 60



Edgar Filing: PROSPECT CAPITAL CORP - Form 497

catchup provision measured as of the end of each calendar quarter. In the three months ended June 30, 2009, we
paid an incentive fee of $3.0 million (see calculation below). We expect the incentive fees we pay to increase to
the extent we earn greater interest and dividend income through our investments in portfolio companies and, to a
lesser extent, realize capital gains upon the sale of warrants or other equity investments in our portfolio
companies and to decrease if our interest and dividend income and capital gains decrease. The catch-up provision
requires us to pay 100% of our pre-incentive fee net investment income with respect to that portion of such
income, if any, that exceeds the hurdle rate but is less than 125% of the quarterly hurdle rate in any calendar
quarter (8.75% annualized assuming an annualized hurdle rate of 7%). The catch-up provision is meant to
provide Prospect Capital Management with 20% of our pre-incentive fee net investment income as if a hurdle
rate did not apply when our pre-incentive fee net investment income exceeds 125% of the quarterly hurdle rate in
any
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calendar quarter (8.75% annualized assuming an annualized hurdle rate of 7%). The income incentive fee will be
computed and paid on income that may include interest that is accrued but not yet received in cash. If interest
income is accrued but never paid, the Board of Directors would decide to write off the accrual in the quarter when
the accrual is determined to be uncollectible. The write off would cause a decrease in interest income for the
quarter equal to the amount of the prior accrual. The Investment Adviser is not under any obligation to reimburse
us for any part of the incentive fee it received that was based on accrued income that we never receive as a result
of a default by an entity on the obligation that resulted in the accrual of such income. Our pre-incentive fee net
investment income used to calculate the income incentive fee is also included in the amount of our gross assets
used to calculate the 2% base management fee (see footnote 5 above). The second part of the incentive fee, the
capital gains incentive fee, will equal 20% of our realized capital gains, if any, during a particular year computed
net of all realized capital losses and unrealized capital depreciation.

Examples of how the incentive fee is calculated are as follows:

Assuming pre-incentive fee net investment income of 0.55%, there would be no income incentive fee because such
income would not exceed the hurdle rate of 1.75%.

Assuming pre-incentive fee net investment income of 2%, the income incentive fee would be as follows:
=100% x (2%—1.75%)

=0.25%

Assuming pre-incentive fee net investment income of 2.30%, the income incentive fee would be as follows:
=(100% x ( catch—up :2.1875%—1.75%)) + (20% x (2.30%—2.1875%))

=(100% x 0.4375%) + (20% x 0.1125%) = 0.4375% + 0.0225% = 0.46%

Assuming net realized capital gains of 6% and realized capital losses and unrealized capital depreciation of 1%, the
capital gains incentive fee would be as follows:

=20% % (6%—1%)
=20% %X 5% = 1%

The following is a calculation of the most recently paid incentive fee paid in June 2009 (for the quarter ended June 30,
2009) (in thousands):

Prior Quarter Net Asset Value (adjusted for stock offerings during the quarter) $ 531,518
Quarterly Hurdle Rate 1.75%
Current Quarter Hurdle $ 9,302
125% of the Quarterly Hurdle Rate 2.1875%
125% of the Current Quarter Hurdle $ 11,627
Current Quarter Pre Incentive Fee Net Investment Income $ 14,976
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Incentive Fee ~ Catch-Up $ 2,325
Incentive Fee 20% in excess of 125% of the Current Quarter Hurdle $ 670
Total Current Quarter Incentive Fee $ 2,995

For a more detailed discussion of the calculation of the two-part incentive fee, see Management Management
Services Investment Advisory Agreement.

(7) The table above assumes that we have borrowed all $195 million available under our line of credit, although no
plans are in place to borrow the full amount under our line of credit. The table below shows

6
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our estimated annual expenses as a percentage of net assets attributable to common stock, assuming that we did
not incur any indebtedness.

Base management fee 2.50%
Incentive fees payable under Investment Advisory Agreement (20% of realized capital gains and 20% of
pre-incentive fee net investment income) 3.41%
Interest payments on borrowed funds None
Other expenses 3.28%
Total annual expenses (estimated) 9.19%

(8) Other expenses is based on our annualized expenses during our quarter ended June 30, 2009 representing all of
our estimated recurring operating expenses (except fees and expenses reported in other items of this table) that
are deducted from our operating income and reflected as expenses in our Statement of Operations. The estimate
of our overhead expenses, including payments under an administration agreement with Prospect Administration,
or the Administration Agreement, based on our projected allocable portion of overhead and other expenses
incurred by Prospect Administration in performing its obligations under the Administration Agreement. Other
expenses does not include non-recurring expenses. See Management Management Services Administration
Agreement.

Proposed Merger

On August 3, we entered into a merger agreement with Patriot Capital Funding, Inc. ( Patriot ). Pursuant to the merger
agreement, at the effective time Patriot will merge with and into Prospect with Prospect as the surviving entity in the
merger and Patriot will cease to exist as a separate corporation following the merger. In the merger, each outstanding
share of Patriot common stock will be converted into the right to receive approximately 0.3992 shares of common

stock of Prospect, subject the payment of cash in lieu of fractional shares of Prospect common stock resulting from the
application of the foregoing exchange ratio. The exchange ratio will not be adjusted for dividends declared by

Prospect, except in certain extraordinary circumstances.

If the merger is consummated, all the assets and liabilities of Patriot and Prospect immediately before the merger will
become assets and liabilities of Prospect, as the surviving entity, immediately after the merger, and Patriot s
wholly-owned subsidiary, Patriot Capital Funding LL.C I, will become a direct wholly-owned subsidiary of Prospect
after the merger. Prospect as the surviving entity in the merger, will also assume all current and future liabilities that
exist or may arise from the existing operation of Patriot. As a condition to closing, Prospect is obligated to repay the
principal, interest and penalties under Patriot s second amended and restated securitization revolving credit facility, or
the Amended Securitization Facility, and other amounts related to the Amended Securitization Facility not to exceed
$1.35 million.

Following completion of the merger and based on the number of shares of Prospect common stock issued and
outstanding on the date hereof, former Patriot shareholders will hold approximately 13.6% of the outstanding common
shares of Prospect.

Merger Consideration
If the proposed merger is consummated, each share of Patriot common stock will be converted into the right to receive
approximately 0.3992 of a share of Prospect common stock. If the number of shares of Prospect common stock

increase, decrease, change into or are exchanged for a different number or kind of shares or securities before the
merger is completed as a result of a reclassification, stock dividend, stock split, reverse stock split, or other similar
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change (but excluding as a result of sales of Prospect common stock, sales of Prospect equity-linked securities, and
the issuance of Prospect common stock pursuant to the Prospect dividend reinvestment plan or otherwise in lieu of a
portion of any cash dividend declared by Prospect), then an appropriate and proportionate adjustment will be made to
the number of shares of Prospect common stock into which each share of Patriot common stock will be converted.

Holders of shares of Patriot common stock will not receive any fractional shares of Prospect common stock in the
merger. Instead, each Patriot shareholder otherwise entitled to a fractional share interest in Prospect will be paid an

amount in cash, rounded to the nearest cent based on a formula set forth in the merger agreement.
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The merger agreement contains customary representations and warranties of Patriot and Prospect relating to their
respective businesses. With the exception of certain representations that must be true and correct in all or virtually all
respects, or in all material respects, no representation or warranty will be deemed untrue, inaccurate or incorrect as a
consequence of the existence or absence of any fact, circumstance or event unless that fact, circumstance or event,
individually or when taken together with all other facts, circumstances or events, has had or would reasonably be
expected to have a material adverse effect on the financial condition, results of operations or business of the company
making the representation. The representations and warranties in the merger agreement do not survive the completion
of the merger.

The merger agreement contains customary representations and warranties by each of Patriot and Prospect relating to,
among other things: due organization, valid existence and good standing; authorization to enter into the merger
agreement and required shareholder approval by Patriot shareholders to complete the merger; compliance with SEC
reporting requirements; required governmental consents; financial statements, internal controls and disclosure controls
and procedures; no breach of organizational documents or material agreements as a result of the merger agreement or
the completion of the merger; broker s fees payable in connection with the merger; accuracy of information contained
in the documents to be filed with the SEC; capitalization; absence of defaults under certain contracts; taxes and tax
returns; tax treatment of the merger; compliance with laws; no changes since December 31, 2008 that would have a
material adverse effect; no material legal proceedings; environmental matters; insurance; and no material undisclosed
liabilities.

In addition, the merger agreement contains a representation and warranty made by Prospect that it has and will have
immediately available funds in cash or cash equivalents or available under lines of credit to pay off (i) all principal

and interest due under the Amended Securitization Facility, which amounted to $112.7 million as of September 30,
2009, and (ii) up to $1.35 million in other costs, fees and expenses payable to the lenders under the terms of the
Amended Securitization Facility, and includes certain representations and warranties concerning Prospect s investment
adviser and administrator.

Conditions to the Merger

The proposed merger will be completed only if specific conditions, including, among other things, the following, are
met or waived by Patriot s board of directors or the board of directors of Prospect, as applicable: the merger agreement
is approved by the required vote of Patriot s shareholders; no legal prohibition on completion of the merger is in effect;
the registration statement filed with the SEC in connection with the merger is declared effective by the SEC; in the
event a filing is required under the Hart-Scott-Rodino Act in connection with the merger, any waiting period

applicable to the merger under the Hart-Scott-Rodino Act shall have expired or been terminated (Patriot and Prospect
have concluded that no filing under the Hart-Scott-Rodino Act is required); and there shall be no pending suit, action

or proceeding by any governmental entity that has a reasonable likelihood of success challenging the merger, seeking
to prohibit or limit ownership by Patriot, Prospect or their subsidiaries of a material portion of their respective

business or assets, or imposing other similar restrictions.

Termination of the Merger Agreement

Patriot and Prospect may jointly agree to terminate the merger agreement at any time. Either Patriot or Prospect may
also terminate the merger agreement if, among other things, any of the following occurs: any regulatory authority of
competent jurisdiction issues a judgment, injunction, order, decree, or action permanently restraining, enjoining or
otherwise prohibiting the merger, and the judgment, injunction, order, decree or other action becomes final and
nonappealable; the merger is not completed prior to December 15, 2009, except that neither Patriot nor Prospect may
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terminate the merger agreement if its willful and material breach is the reason that the merger has not been completed;
the required approval of the merger agreement by Patriot shareholders is not obtained at the special meeting; or upon a
violation or breach by the other party of any agreement, covenant, representation or warranty or if any representation
or warranty of either party shall have become untrue, in either case so that the conditions to the completion of the
merger would be
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incapable of being satisfied by the closing date and such violation or breach has not been waived by the terminating
party.

In addition, the merger agreement may be terminated in the following circumstances:

by Prospect, prior to receipt of Patriot shareholder approval, within 10 days after the Patriot board of directors
effects a change of recommendation; or, in the case an alternative proposal structured as a tender or exchange
offer for Patriot common stock commenced by a person unaffiliated with the buyer is received; if the Patriot
board of directors fails to issue within 10 days after the public announcement of the alternative proposal a

public statement reaffirming the board recommendation and recommending that Patriot s shareholders reject the
alternative proposal; or if Patriot breaches any of the no solicitation provisions of the merger agreement; and

by Patriot, if Patriot receives a superior proposal, the board authorizes Patriot to enter into an agreement to
consummate the transaction contemplated by such superior proposal, and concurrently with such termination,
Patriot pays the termination fee and enters into a definitive agreement to consummate the transaction
contemplated by the superior proposal; or if the board effects a recommendation change in compliance with the
no solicitation provisions of the merger agreement.

Expenses; Termination Fees

All fees and expenses incurred in connection with the merger, including the preparation of the registration
statement/proxy statement related to the merger and the solicitation of proxies will, to the extent such funds are
available to Patriot, be paid by Patriot immediately prior to the consummation of the merger. However, in the event
the merger is not consummated, all fees and expenses incurred in connection with the merger will be paid by the party
incurring such fees or expenses, other than that (i) the costs and expenses of printing and mailing the registration
statement/proxy statement related to the merger will be paid by Patriot, (ii) all filing and other fees paid to the SEC in
connection with the merger will be paid by Prospect and (iii) certain fees and expenses of up to $250,00 of Prospect
will be paid by Patriot in the circumstances described below.

Assuming Prospect is not in material breach of any covenants, representation or warranties or any agreements under
the merger agreement at the time of termination:

Patriot will pay to Prospect a termination fee in the amount of $3,200,000, if the merger agreement is terminated:

by Patriot, in conjunction with the authorization of Patriot s board of directors to enter into an agreement to
consummate a transaction contemplated by a superior proposal or in conjunction with a recommendation
change by the board; or

by Prospect, in conjunction with a change of recommendation by the Patriot board of directors at any time prior
to the approval by Patriot s shareholders of the merger; or, in conjunction with any alternative proposal
structured as a tender or exchange offer for Patriot common stock commenced by a person unaffiliated with
Prospect, if the Patriot board of directors fails to issue within 10 days after the public announcement of the
alternative proposal a public statement reaffirming the board recommendation and recommending that the
Patriot shareholders reject the alternative proposal; or in conjunction with any breach by Patriot of any of the
no solicitation provisions of the merger agreement.

Patriot will reimburse Prospect up to $250,000 of expenses incurred in connection with the negotiation of the merger
agreement if the merger agreement is terminated by Prospect:
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in the event the required approval of the merger agreement by Patriot shareholders is not obtained at the special
meeting; or

upon a violation or breach by Patriot of any agreement, covenant, representation or warranty, so that the
conditions to the completion of the merger would be incapable of being satisfied by the closing date.
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In addition, if the merger agreement is terminated in the manner described immediately above, and an expense
reimbursement, but not a termination fee, is paid to Prospect, and within one year of the date of such termination
Patriot enters into an agreement to consummate an alternative proposal, Patriot will pay Prospect the difference
between the termination fee and any expense reimbursement made in connection with the termination.

Indemnification; Directors and Officers Insurance

From and after the effective time of the merger, Prospect will indemnify, defend and hold harmless the officers and
directors of Patriot against all losses, claims, damages, costs, expenses (including attorneys fees and expenses),
liabilities or judgments or amounts that are paid in settlement of, or otherwise in connection with any threatened or
actual claim, action, suit, proceeding or investigation based on or arising out of the fact that such person is or was a
director or officer of Patriot or any subsidiary of Patriot at or prior to the effective time of the merger, whether
asserted or claimed prior to, or at or after, the effective time of the merger, including all such indemnified liabilities
based on, or arising out of, or pertaining to the merger agreement or the transactions contemplated by the merger
agreement, in each case to the full extent permitted under applicable law.

The merger agreement requires Prospect to maintain for a period of six years after completion of the merger Patriot s
current directors and officers liability insurance policy, or policies of at least the same coverage and amount and
containing terms and conditions that are not less advantageous than the current policy, with respect to acts or

omissions occurring prior to completion of the merger, except that Prospect is not required to incur an annual

premium expense greater than 300% of Patriot s current annual directors and officers liability insurance premium. If
Prospect is unable to maintain such a policy because the annual premium expense is greater than 300% of Patriot s
current annual directors and officers liability insurance premium, Prospect is obligated to obtain as much comparable
insurance as is available for the amount that is 300% of Patriot s current premium.
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SELECTED CONDENSED FINANCIAL DATA OF PROSPECT

You should read the condensed financial information below with the Financial Statements and Notes thereto included
in this prospectus. Financial information for the twelve months ended June 30, 2009, 2008, 2007, 2006 and 2005 has
been derived from the audited financial statements for that period. See Management s Discussion and Analysis of
Financial Condition and Results of Operations starting on page 34 for more information.

For the Year/Period Ended June 30,

2009 2008 2007 2006 2005
(In thousands except data relating to shares, per share and number of portfolio
companies)
Performance Data:
Interest income $ 62,926 $ 59,033 $ 30,084 $ 13,268 $ 4,586
Dividend income 22,793 12,033 6,153 3,601 3,435
Other income 14,762 8,336 4,444 72
Total investment income 100,481 79,402 40,681 16,869 8,093
Interest and credit facility
expenses (6,161) (6,318) (1,903) (642)
Investment advisory
expense (26,705) (20,199) (11,226) (3,868) (1,808)
Other expenses (8,452) (7,772) 4,421) (3,801) (3,874)
Total expenses (41,318) (34,289) (17,550) (8,311) (5,682)
Net investment income 59,163 45,113 23,131 8,558 2,411
Realized and unrealized
gains (losses) (24,059) (17,522) (6,403) 4,338 6,340
Net increase in net assets
from operations $ 35,104 $ 27,591 $ 16,728 $ 12,896 $ 8,751
Per Share Data:
Net increase in net assets
from operations() $ 1.11 $ 1.17 $ 1.06 $ 1.83 $ 1.24
Distributions declared per
share $ (1.62) $ (1.59) $ (1.54) $ (1.12)  $ (0.38)
Average weighted shares
outstanding for the period 31,559,905 23,626,642 15,724,095 7,056,846 7,055,100
Assets and Liabilities
Data:
Investments $ 547,168 $ 497,530 $ 328,222 $ 133,969 $ 55,030
Other assets 119,857 44,248 48,280 4,511 48,879

Table of Contents 71



Total assets

Amount drawn on credit
facility

Amount owed to related
parties

Other liabilities

Total liabilities
Net assets

Investment Activity
Data:

No. of portfolio
companies at period end
Acquisitions

Sales, repayments, and
other disposals
Weighted-Average Yield
at end of period®

(1) Per share data is based on average weighted shares for the period.
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667,025

124,800

6,713
2,916

134,429

532,596

30
98,305

27,007

13.7%

541,778

91,167

6,641
14,347

112,155

429,623 $

2902
311,947 $

127,212 $

15.5%

376,502

4,838
71,616

76,454

300,048 $

242
167,255 $

38,407 $

17.1%

138,480

28,500

745
965

30,210

108,270

15
83,625

9,954

17.0%

103,909

77
865

942

102,967

79,018

32,083

21.3%

(2) Includes a net profits interest in Charlevoix Energy Trading LLC ( Charlevoix ), remaining after loan was paid.

(3) Includes dividends from certain equity investments.
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SELECTED FINANCIAL DATA OF PATRIOT

You should read this selected consolidated financial data in conjunction with the section entitled, Management s
Discussion and Analysis of Financial Condition and Results of Operations of Patriot and the consolidated financial
statements and notes thereto of Patriot included elsewhere in this document. The selected consolidated financial data
at and for the fiscal years ended December 31, 2008, 2007, 2006, 2005 and 2004 have been derived from Patriot s
audited financial statements. The selected consolidated financial data at and for the six months ended June 30, 2009
and 2008 have been derived from unaudited financial data, but in the opinion of Patriot s management, reflects all
adjustments (consisting only of normal recurring adjustments) that are necessary to present fairly the results for such
interim periods. Interim results at and for the six months ended June 30, 2009 are not necessarily indicative of the
results that may be expected for the year ending December 31, 2009. Certain reclassifications have been made to the
prior period financial information to conform to the current period presentation.
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Year Ended December 31,
2007 2006
$ 37,147,275 25,387,709
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13,449,342

2,481,761
554,796
3,517,989
730,550
3,395,335
1,041,030
11,721,461

1,727,881

(2,965,175)
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(1) On July 27, 2005, Patriot terminated the consulting agreements pursuant to which these fees were incurred.

(2) Patriot s capital structure at December 31, 2004 reflected a higher percentage of leverage than it is permitted to
incur as a business development company. Patriot used a portion of the net proceeds it received from its initial
public offering to repay all of its outstanding indebtedness, including the $3.4 million prepayment penalty, at the
time of its initial public offering. Patriot is generally only allowed to borrow amounts such that its asset coverage,
as defined in the 1940 Act, equals at least 200% after such borrowing.

(3) The prepayment penalty was incurred in connection with the repayment in full and termination of our
$120.0 million financing agreement.

(4) Computed using actual interest income earned for the fiscal year, including amortization of deferred financing
fees and original issue discount, divided by the weighted average fair value of debt investments.

13
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UNAUDITED SELECTED PRO FORMA CONSOLIDATED FINANCIAL DATA

The following tables set forth unaudited pro forma condensed consolidated financial data for Prospect and Patriot as a
consolidated entity, giving effect to the merger as if it had occurred on the dates indicated and after giving effect to
certain transactions that occurred subsequent to June 30, 2009. The unaudited pro forma condensed consolidated
operating data are presented as if the merger had been completed on July 1, 2008. The unaudited pro forma condensed
consolidated balance sheet data at June 30, 2009 is presented as if the merger had occurred as of that date. In the
opinion of management, all adjustments necessary to reflect the effect of these transactions have been made. The
merger will be accounted for under the acquisition method of accounting as provided by Statement of Financial
Accounting Standard No. 141(R), Business Combinations.

The unaudited pro forma condensed consolidated financial data should be read together with the respective historical
audited and unaudited consolidated financial statements and financial statement notes of Patriot and Prospect in this
document. The unaudited pro forma condensed consolidated financial data are presented for comparative purposes
only and do not necessarily indicate what the future operating results or financial position of Prospect will be
following completion of the merger. The unaudited pro forma condensed consolidated financial data does not include
adjustments to reflect any cost savings or other operational efficiencies that may be realized as a result of the merger
of Patriot and Prospect or any future merger related restructuring or integration expenses.

For the
Year Ended
June 30, 2009
(In thousands except data
relating to earnings per share)

Performance Data:

Interest and dividend income $ 120,865

Fee income 1,508

Other income 15,100

Total investment income 137,473

Interest expense (7,947)
Base management and income incentive fees (38,024)
General and administrative expenses (14,368)
Total expenses (60,339)
Net investment income 77,134

Realized and unrealized gains (losses) (81,855)
Net income $ (4,721)
Per Share Data:

Earnings per share $ (0.09)
Average weighted shares outstanding for the period 54,348
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Assets and Liabilities Data:

Investment securities
Cash
Other assets

Total assets

Borrowings
Other liabilities

Total liabilities

Net assets
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At June 30, 2009

$ 743,491
69,979

13,512

826,982

111,959
15,235

127,194

$ 699,788
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UNAUDITED PRO FORMA PER SHARE DATA

The following selected unaudited pro forma per share information for the year ended June 30, 2009 reflects the merger
and related transactions as if they had occurred on July 1, 2008. The unaudited pro forma combined net asset value per
common share outstanding reflects the merger and related transactions as if they had occurred on June 30, 2009 and
certain other transactions that occurred subsequent to June 30, 2009.

Such unaudited pro forma combined per share information is based on the historical financial statements of Prospect

and Patriot and on publicly available information and certain assumptions and adjustments as discussed in the section
entitled Unaudited Pro Forma Condensed Consolidated Financial Statements. This unaudited pro forma combined per
share information is provided for illustrative purposes only and is not necessarily indicative of what the operating

results or financial position of Prospect or Patriot would have been had the merger and related transactions been
completed at the beginning of the periods or on the dates indicated, nor are they necessarily indicative of any future
operating results or financial position. The following should be read in connection with the section entitled Unaudited
Pro Forma Condensed Consolidated Financial Statements and other information included in or incorporated by
reference into this document.

Comparative Per Share Data
Per
Pro Forma Equivalent
Patriot
Prospect Patriot Combined Prospect Share(3)

Year ended June 30, 2009:

Income from continuing operations per share ~ $ 1.11 $ @1.81) $ 0.09 % (0.04)
Distributions per share declared to date(!) $ 16175 $ 058 $ 1.6175 $ 0.65
Net asset value per share® $ 1240 $ 766 $ 11.06 $ 4.42
Average weighted shares outstanding for the

period (in thousands) 31,560 20,847 54,348

(1) The historical distributions declared per share for Prospect and Patriot is computed by dividing the distributions
declared for the year ended June 30, 2009 by their respective historical weighted average shares outstanding. The
pro forma combined distributions declared is the distributions per share as declared by Prospect.

(2) The historical net asset value per share for Prospect and Patriot as of June 30, 2009 are as previously reported by
the companies. The pro forma combined net asset value per share as of June 30, 2009 is computed by dividing
the pro forma combined net assets by the pro forma combined number of shares outstanding. In addition, the pro
forma combined net asset value per share as of June 30, 2009 reflects the write down of the fair value of Patriot s
investments at June 30, 2009 to Prospect s determination of the fair value of these investments, Prospect, in
conjunction with an independent valuation agent, has determined that a fair value of Patriot s investments at
June 30, 2009 that approximates the total purchase price to be paid by Prospect to acquire Patriot in connection
with the proposed merger transaction, which is approximately $69.6 million lower than the fair value of those
investments as previously determined by Patriot, is appropriate.

(3) The Patriot equivalent pro forma per share amount is calculated by multiplying the combined pro forma share
amounts by the common stock exchange ratio of 0.3992.
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RISK FACTORS

Investing in our Securities involves a high degree of risk. You should carefully consider the risks described below,
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 forth below are not the only risks we face. If any of the adverse events or
conditions described below occur, our business, financial condition and results of operations could be materially
adversely affected. In such case, our NAV, and the trading price of our common stock could decline, or the value of
our preferred stock, debt securities, warrants may decline, and you may lose all or part of your investment.

Risks Relating To Our Business

Our financial condition and results of operations will depend on our ability to manage our future growth
effectively.

Prospect Capital Management has been registered as an investment adviser since March 31, 2004, and we have been
organized as a closed-end investment company since April 13, 2004. As such, each entity is subject to the business
risks and uncertainties associated with any young business enterprise, including the limited experience in managing or
operating a business development company under the 1940 Act. Our ability to achieve our investment objective
depends on our ability to grow, which depends, in turn, on our Investment Adviser s ability to continue to identify,
analyze, invest in and monitor companies that meet our investment criteria. Accomplishing this result on a
cost-effective basis is largely a function of our Investment Adviser s structuring of investments, its ability to provide
competent, attentive and efficient services to us and our access to financing on acceptable terms. As we continue to
grow, Prospect Capital Management will need to continue to hire, train, supervise and manage new employees.
Failure to manage our future growth effectively could have a materially adverse effect on our business, financial
condition and results of operations.

We are dependent upon Prospect Capital Management s key management personnel for our future success.

We depend on the diligence, skill and network of business contacts of the senior management of our Investment
Adviser. We also depend, to a significant extent, on our Investment Adviser s access to the investment professionals
and the information and deal flow generated by these investment profession