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It is proposed that this filing will become effective (check appropriate box):  o when declared effective pursuant to
section 8(c).

CALCULATION OF REGISTRATION FEE UNDER THE SECURITIES ACT OF 1933

Title of Securities Being Registered
Amount Being

Registered

Proposed
Maximum
Aggregate

Offering Price(1)

Amount of
Registration

Fee
Common Stock, $0.25 par value per share(2)

Debt Securities(3)

Total $ 500,000,000 $ 500,000,000 (4) $ 57,950

(1)

Estimated solely for the purpose of calculating the registration fee. Pursuant to Rule 457(o) of the rules and
regulations under the Securities Act of 1933, which permits the registration fee to be calculated on the basis of the
maximum offering price of all the securities listed, the table does not specify by each class information as to the
amount to be registered, proposed maximum aggregate offering price.

(2)Subject to Note 4 below, there is being registered hereunder an indeterminate amount of common stock as may be
sold, from time to time.

(3)
Subject to Note 4 below, there is being registered hereunder an indeterminate amount of debt securities as may be
sold, from time to time. If any debt securities are issued at an original issue discount, then the offering price shall
be in such greater principal amount as shall result in an aggregate price to investors not to exceed $500,000,000.

(4)In no event will the aggregate offering price of all securities issued from time to time pursuant to this registration
statement exceed $500,000,000.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act
of 1933, as amended, or until this Registration Statement shall become effective on such date as the Securities
and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until
the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is
not an offer to sell these securities and is not soliciting an offer to buy these securities in any state where the
offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED SEPTEMBER 7, 2017

PROSPECTUS

$500,000,000

 

Common Stock
Debt Securities

We may offer, from time to time in one or more offerings, up to $500,000,000 of our common stock or debt securities,
which we refer to, collectively, as the �securities.� Our securities may be offered at prices and on terms to be disclosed
in one or more supplements to this prospectus. The offering price per share of our common stock, less any
underwriting commissions or discounts, will not be less than the net asset value, or NAV, per share of our common
stock at the time of the offering, except (1) with the approval of our common stockholders or (2) under such other
circumstances as the Securities and Exchange Commission may permit. We did not seek stockholder approval to issue
common stock at a price below NAV per share at our 2017 annual meeting of stockholders. We do not anticipate
seeking such approval in the future. However, in the event we change our position, we will seek approval of our
common stockholders. Sales of common stock at prices below NAV per share would dilute the interests of existing
stockholders, reducing our NAV per share and may lower the market price of our common stock. Moreover, sales of
common stock below NAV may have a negative impact on total returns and could have a negative impact on the
market price of shares of our common stock. See �Sales of Common Stock Below Net Asset Value.�

Shares of closed-end investment companies frequently trade at a discount to NAV. This risk is separate and
distinct from the risk that our NAV per share may decline. We cannot predict whether our common stock will
trade above, at or below NAV. You should read this prospectus and the applicable prospectus supplement
carefully before you invest in our common stock.

Our securities may be offered directly to one or more purchasers through agents designated from time to time, 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 delivering a prospectus supplement describing the method and terms of the offering of
such securities, which must be provided to each purchaser at, or prior to, the earlier of delivery of a confirmation of
sale or delivery of the securities.

We are an internally managed investment company that specializes in providing customized debt and equity financing
to lower middle market, or LMM, companies and debt capital to upper middle market, or UMM, companies. Our
LMM companies generally have annual earnings before interest, taxes, depreciation and amortization, or EBITDA,
between $3.0 million and $15.0 million, and our LMM investments generally range from $5.0 million to $20.0
million. Our UMM investments generally include syndicated first and second lien loans in companies with annual
EBITDA generally greater than $50.0 million, and our UMM investments typically range from $5.0 million to 10.0
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million.

Our principal investment objective is to produce attractive risk-adjusted returns by generating current income from our
debt investments and capital appreciation from our equity and equity related investments.

We are an internally managed, closed-end, non-diversified management investment company that has elected to be
treated as a business development company under the Investment Company Act of 1940.

Our common stock is listed on The Nasdaq Global Select Market, or Nasdaq, under the symbol �CSWC.� On
September 5, 2017, the last reported sale price of our common stock on the Nasdaq was $16.48 per share, and the
NAV per share of our common stock on June 30, 2017 (the last date prior to the date of this prospectus on which we
determined our NAV per share) was $17.96.

Investing in our securities involves a high degree of risk, and should be considered highly speculative. See �Risk
Factors� beginning on page 11 to read about factors you should consider, including the risk of leverage and
dilution, before investing in our securities.

This prospectus and the accompanying prospectus supplement contain important information about us that a
prospective investor should know before investing in our securities. Please read this prospectus and the accompanying
prospectus supplement before investing and keep them for future reference. We file annual, quarterly and current
reports, proxy statements and other information with the Securities and Exchange Commission. This information is
available free of charge by contacting us at 5400 Lyndon B. Johnson Freeway, Suite 1300, Dallas, Texas 75240 or by
telephone at (214) 238-5700 or on our website at www.capitalsouthwest.com. Information contained on our website is
not incorporated by reference into this prospectus, and you should not consider that information to be part of this
prospectus. The Securities and Exchange Commission also maintains a website at www.sec.gov that contains such
information.

Neither the Securities and Exchange Commission nor any state securities commission, nor any other regulatory
body, 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.

The date of this prospectus is             , 2017
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the Securities and Exchange Commission, or
SEC, using the �shelf� registration process. Under the shelf registration process, we may offer, from time to time, up to
$500,000,000 of our securities on terms to be determined at the time of the offering. 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. To the extent
required by law, we will amend or supplement the information contained in this prospectus and any accompanying
prospectus supplement to reflect any material changes to such information subsequent to the date of the prospectus
and any accompanying prospectus supplement and prior to the completion of any offering pursuant to the prospectus
and any accompanying prospectus supplement. Please carefully read this prospectus and any accompanying
prospectus supplement together with the additional information described under �Available Information� and �Risk
Factors� before you make an investment decision.

No dealer, salesperson or other person is authorized to give any information or to represent anything not contained in
this prospectus or any accompanying supplement to this prospectus. You must not rely on any unauthorized
information or representations not contained in this prospectus or any accompanying prospectus supplement as if we
had authorized it. This prospectus and any accompanying prospectus supplement do not constitute an offer to sell or a
solicitation of any offer to buy any security other than the registered securities to which they relate, nor do they
constitute an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction to any person to whom it
is unlawful to make such an offer or solicitation in such jurisdiction. The information contained in this prospectus and
any accompanying prospectus supplement is accurate as of the dates on their covers.

ii
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PROSPECTUS SUMMARY

This summary highlights some of the information in this prospectus. It is not complete and may not contain all of the
information that you may want to consider. You should read the entire prospectus and any prospectus supplement
carefully, including the section entitled �Risk Factors.� Yield information contained in this prospectus related to debt
investments in our investment portfolio is not intended to approximate a return on your investment in us and does not
take into account other aspects of our business, including our operating and other expenses, or other costs incurred
by you in connection with your investment in us.

Capital Southwest Corporation, which we refer to as CSWC or the Company, is an internally managed investment
company that specializes in providing customized financing to middle market companies in a broad range of industry
segments located primarily in the United States. Our common stock currently trades on The Nasdaq Global Select
Market under the ticker symbol �CSWC.�

CSWC was organized as a Texas corporation on April 19, 1961. Prior to March 30, 1988, CSWC was registered as a
closed-end, non-diversified investment company under the Investment Company Act of 1940 Act, as amended, or
the 1940 Act. On that date, we elected to be treated as a business development company, or BDC, subject to the
provisions of the 1940 Act, as amended by the Small Business Incentive Act of 1980.

We are also a regulated investment company, or RIC, under Subchapter M of the U.S. Internal Revenue Code of 1986,
or the Code. As such, we are not required to pay corporate-level income tax on our investment income. We intend to
maintain our RIC status, which requires that we qualify annually as a RIC by meeting certain specified requirements.

On September 30, 2015, we completed the spin-off, which we refer to as the Share Distribution, of CSW Industrials,
Inc., or CSWI. CSWI is now an independent publicly traded company. The Share Distribution was effected through a
tax-free, pro-rata distribution of 100.0% of CSWI�s common stock to shareholders of the Company. Each Company
shareholder received one share of CSWI common stock for every one share of Company common stock on the record
date, September 18, 2015. Cash was paid in lieu of any fractional shares of CSWI common stock.

Following the Share Distribution, we have maintained operations as an internally-managed BDC and pursued a
credit-focused investing strategy akin to similarly structured organizations. We intend to continue to provide capital to
middle-market companies. We intend to invest primarily in debt securities, including senior debt, second lien and
subordinated debt, and may also invest in preferred stock and common stock alongside our debt investments or
through warrants.

The following diagram depicts CSWC�s summary organizational structure:

 

1
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Capital Southwest Management Corporation, or CSMC, a wholly-owned subsidiary of CSWC, is the management
company for CSWC. CSMC generally incurs all normal operating and administrative expenses, including, but not
limited to, salaries and related benefits, rent, equipment and other administrative costs required for day-to-day
operations.

CSWC also has a direct wholly-owned subsidiary that has been elected to be a taxable entity, or the Taxable
Subsidiary. The primary purpose of the Taxable Subsidiary is to permit CSWC to hold certain interests in portfolio
companies that are organized as limited liability companies, or LLCs, (or other forms of pass-through entities) and
still allow us to satisfy the RIC tax requirement that at least 90.0% of our gross income for U.S. federal income tax
purposes must consist of qualifying investment income. The Taxable Subsidiary is taxed at normal corporate tax rates
based on its taxable income.

Overview

CSWC is an internally managed investment company that specializes in providing customized debt and equity
financing to lower middle market, or LMM, companies and debt capital to upper middle market, or UMM, companies
in a broad range of investment segments located primarily in the United States. Our principal investment objective is
to produce attractive risk-adjusted returns by generating current income from our debt investments and capital
appreciation from our equity and equity related investments. Our investment strategy is to partner with business
owners, management teams and financial sponsors to provide flexible financing solutions to fund growth, changes of
control, or other corporate events. We invest primarily in senior debt securities, secured by security interests in
portfolio company assets, and in secured and unsecured subordinated debt securities. We also invest in equity interests
in our portfolio companies alongside our debt securities.

We focus on investing in companies with histories of generating revenues and positive cash flow, established market
positions and proven management teams with strong operating discipline. We target senior debt, subordinated debt,
and equity investments in LMM companies, as well as first and second lien syndicated loans in UMM companies. Our
target LMM companies typically have annual earnings before interest, taxes, depreciation and amortization, or
EBITDA, between $3.0 million and $15.0 million, and our LMM investments generally range from $5.0 million to
$20.0 million. Our UMM investments generally include syndicated first and second lien loans in companies with
EBITDA generally greater than $50.0 million, and our UMM investments typically range from $5.0 million to $10.0
million.

We seek to fill the financing gap for LMM businesses, which, historically, have had more limited access to financing
from commercial banks and other traditional sources. The underserved nature of the LMM creates the opportunity for
us to meet the financing needs of LMM companies while also negotiating favorable transaction terms and equity
participations. Our ability to invest across a company�s capital structure, from secured loans to equity securities, allows
us to offer portfolio companies a comprehensive suite of financing options. Providing customized financing solutions
is important to LMM companies. We generally seek to partner directly with financial sponsors, entrepreneurs,
management teams and business owners in making our investments. Our LMM debt investments typically include
first lien senior debt, secured by a first lien on the assets of the portfolio company, as well as subordinated debt which
may either be unsecured or be secured by a �silent� second lien on the assets of the portfolio company. Our LMM
investments typically have a term of between five and seven years from the original investment date. We also often
seek to invest in the equity securities in our LMM portfolio companies. We believe that our investment strategy with
respect to LMM companies has limited correlation to the broader debt and equity markets.

Our investments in UMM companies primarily consist of direct investments in or secondary purchases of interest
bearing debt securities in privately held companies that are generally larger in size than the LMM companies included
in our portfolio. Our UMM debt investments are generally secured by either a first or second priority lien on the assets
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of the portfolio company and typically have an expected duration of between three and seven years from the original
investment date.

Our principal executive offices are located at 5400 Lyndon B. Johnson Freeway, Suite 1300, Dallas, Texas 75240. We
maintain a website at http://www.capitalsouthwest.com. Information contained on our website is not incorporated by
reference into this registration statement or any accompanying post-effective amendment or prospectus, and you
should not consider that information to be part of this registration statement or any accompanying post-effective
amendment or prospectus.

2
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Business Strategies

Our principal investment objective is to produce attractive risk-adjusted returns by generating current income from our
debt investments and realizing capital appreciation from our equity and equity-related investments. We have adopted
the following business strategies to achieve our investment objective:

•

Leveraging the Experience of our Management Team. Our senior management team has extensive experience
advising, investing in and lending to middle market companies across changing market cycles. The members of our
management team have diverse investment backgrounds, with prior experience at investment banks, commercial
banks, and BDCs in the capacity of senior officers. We believe this diverse experience provides us with an in-depth
understanding of the strategic, financial and operational challenges and opportunities of the middle market companies
in which we invest. We believe this understanding allows us to select and structure better investments and to
efficiently monitor and provide managerial assistance to our portfolio companies.

•

Applying Rigorous Underwriting Policies and Active Portfolio Management. Our senior management team has
implemented rigorous underwriting policies that are followed in each transaction. These policies include a thorough
analysis of each potential portfolio company’s competitive position, financial performance, management team
operating discipline, growth potential and industry attractiveness, which we believe allows us to better assess the
company’s prospects. After investing in a company, we monitor the investment closely, typically receiving monthly,
quarterly and annual financial statements. Senior management, together with the deal team and accounting and
finance departments, meets at least monthly to analyze and discuss in detail the company’s financial performance and
industry trends. We believe that our initial and ongoing portfolio review process allows us to monitor effectively the
performance and prospects of our portfolio companies.

•

Investing Across Multiple Companies, Industries, Regions and End Markets. We seek to maintain a
portfolio of investments that is appropriately diverse among various companies, industries, geographic
regions and end markets. This portfolio balance is intended to mitigate the potential effects of negative
economic events for particular companies, regions, industries and end markets. However, we may from
time to time hold securities of a single portfolio company that comprise more than 5.0% of our total assets
and/or more than 10.0% of the outstanding voting securities of the portfolio company. For that reason, we
are classified as a non-diversified management investment company under the 1940 Act.

•

Utilizing Long-Standing Relationships to Source Deals. Our senior management team and investment professionals
maintain extensive relationships with entrepreneurs, financial sponsors, attorneys, accountants, investment bankers,
commercial bankers and other non-bank providers of capital who refer prospective portfolio companies to us. These
relationships historically have generated significant investment opportunities. We believe that our network of
relationships will continue to produce attractive investment opportunities.

•

Focusing on Underserved Markets. The middle market has traditionally been underserved. We believe that
operating margin and growth pressures, as well as regulatory concerns, have caused many financial institutions to
de-emphasize services to middle market companies in favor of larger corporate clients and more liquid capital market
transactions. We also invest in securities that would be rated below investment grade if they were rated. We believe
these dynamics have resulted in the financing market for middle market companies being underserved, providing us
with greater investment opportunities.

•

Focus on Established Companies. We generally invest in companies with established market positions, experienced
management teams and recurring cash flow streams. We believe that those companies generally possess better risk
adjusted return profiles than earlier stage companies that are building their management teams and establishing their
revenue base. We also believe that established companies in our target range generally provide opportunities for
capital appreciation.

•
Capital Structures Appropriate for Potential Industry and Business Volatility. Our investment team spends
significant time understanding the performance of both the target portfolio company and its specific industry
throughout a full economic cycle. The history of each specific industry and target
3
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portfolio company will demonstrate a different level of potential volatility in financial performance. We seek to
understand this dynamic thoroughly and invest our capital at leverage levels in the capital structure that will remain in
enterprise value and in securities that will receive interest payments if such downside volatility were to occur.

•

Providing Customized Financing Solutions. We offer a variety of financing structures and have the
flexibility to structure our investments to meet the needs of our portfolio companies. Often we invest in
senior and subordinated debt securities, coupled with equity interests. We believe our ability to customize
financing structures makes us an attractive partner to middle market companies.

Risk Factors

Investing in our securities involves a high degree of risk. You should consider carefully the information found in �Risk
Factors,� including the following risks:

•Our financial condition and results of operations will depend on our ability to effectively allocate and manage capital.
•Our investments in portfolio companies involve a number of significant risks:

•
They may have unpredictable operating results, could become parties to litigation, may be engaged in rapidly
changing businesses with products subject to a substantial risk of obsolescence and may require substantial additional
capital to support their operations, finance expansion or maintain their competitive position.

•

Most of our portfolio companies are private companies. Private companies may not have readily publicly available
information about their businesses, operations and financial condition. Consequently, we rely on the ability of our
management team and investment professionals to obtain adequate information to evaluate the potential returns from
making investments in these portfolio companies. If we are unable to uncover all material information about the target
portfolio company, we may not make a fully informed investment decision and may lose all or part of our investment.
•The lack of liquidity in our investments may adversely affect our business.

•Any unrealized losses or defaults we experience may be an indication of future realized losses, which could reduce
our income available to make distributions.

•Our investments in equity securities involve a substantial degree of risk. We may not realize gains from our equity
investments.

•Prepayments of our debt investments by our portfolio companies could adversely impact our results of operations and
reduce our return on equity.

•
Our business model depends to a significant extent upon strong referral relationships. Our inability to maintain or
develop these relationships, as well as the failure of these relationships to generate investment opportunities, could
adversely affect our business.

•

In addition to regulatory limitations on our ability to raise capital, our Credit Facility (as defined in �Risk Factors�)
contains various covenants, which, if not complied with, could accelerate our repayment obligations under the Credit
Facility, thereby materially and adversely affecting our liquidity, financial condition, results of operations and ability
to pay distributions. All of our assets are subject to security interests under our secured Credit Facility and if we
default on our obligations under the Credit Facility, we may suffer adverse consequences, including foreclosure on
our assets.

•Because we borrow money to make investments, the potential for gain or loss on amounts invested in us is magnified
and may increase the risk of investing in us.
•Changes in interest rates may affect our cost of capital, the value of investments and net investment income.

•
If we do not invest a sufficient portion of our assets in qualifying assets, we could fail to qualify as a BDC or be
precluded from investing according to our current business strategy. A failure on our part to maintain our status as a
BDC would significantly reduce our operating flexibility.
4
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•We will be subject to corporate-level income tax if we are unable to qualify as a RIC under Subchapter M of the
Code. Even if we qualify as a RIC, we may face tax liabilities that reduce our cash flow.

•Our historical financial statements are not necessarily representative of the results we would have achieved as a
stand-alone publicly-traded company and therefore may not be indicative of our future performance.

•

Our investment portfolio is and will continue to be recorded at fair value. Our board of directors has final
responsibility for overseeing, reviewing and approving, in good faith, our fair value determination. As a result of
recording our investments at fair value, there is and will continue to be subjectivity as to the value of our portfolio
investments.

•
The capital markets may experience periods of disruption and instability. Such market conditions may materially and
adversely affect debt and equity capital markets in the United States, which may have a negative impact on our
business and operations.

•Changes in the laws or regulations governing our business, or changes in the interpretations thereof, and any failure
by us to comply with these laws or regulations, could negatively affect the profitability of our operations.
•The market price of our common stock may fluctuate significantly.
Investment Criteria

Our investment team has identified the following investment criteria that we believe are important in evaluating
prospective investment opportunities. However, not all of these criteria have been or will be met in connection with
each of our investments:

•Companies with Positive and Sustainable Cash Flow: We generally seek to invest in established companies with
sound historical financial performance.

•
Excellent Management: Management teams with a proven record of achievement, exceptional ability, unyielding
determination and integrity. We believe management teams with these attributes are more likely to manage the
companies in a manner that protects and enhances value.

•Industry: We primarily focus on companies having competitive advantages in their respective markets and/or
operating in industries with barriers to entry, which may help protect their market position.

•Strong Private Equity Sponsors: We focus on developing relationships with leading private equity firms in order to
partner with these firms and provide them capital to support the acquisition and growth of their portfolio companies.

•
Appropriate Risk-Adjusted Returns: We focus on and price opportunities to generate returns that are attractive on a
risk-adjusted basis, taking into consideration factors, in addition to the ones depicted above, including credit structure,
leverage levels and the general volatility and potential volatility of cash flows.

•
Location: We primarily focus on companies located in the United States. Each new investment is evaluated for its
appropriateness within our existing portfolio. Prospective portfolio company candidates for our existing portfolio
companies may be located worldwide.
Recent Developments

On August 30, 2017, the CSWC board of directors declared a quarterly cash dividend of $0.24 per share of common
stock. The dividend is payable on October 2, 2017 to shareholders of record on September 15, 2017.

5
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The Offering

We may offer, from time to time, up to $500,000,000 of our securities, on terms to be determined at the time of the
offering. Our securities may be offered at prices and on terms to be disclosed in one or more prospectus supplements.

Our securities may be offered directly to one or more purchasers by us 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 disclose the
terms of the 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.

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 any offering to make
investments in LMM and UMM portfolio companies in accordance with our investment objective and strategies.
While we work to invest these proceeds in LMM and UMM portfolio companies, we may use the proceeds to make
investments in marketable securities and other temporary investments, to pay down revolver debt outstanding, and for
other general corporate purposes, including payment of operating expenses. See �Use of Proceeds.�
Nasdaq Exchange symbol
�CSWC� (common stock).
Dividends and distributions
We currently pay quarterly dividends and may pay annual special dividends to our stockholders. Our quarterly
dividends, if any, will be determined by our board of directors on a quarterly basis. Our annual special dividends, if
any, will be determined by our board of directors based upon our operating results at the end of our tax year end
December 31.
Our ability to declare dividends depends on our earnings, our overall financial condition (including our liquidity
position), maintenance of our RIC status and such other factors as our board of directors may deem relevant from time
to time.

When we make distributions, we are required to determine the extent to which such distributions are paid out of
current or accumulated earnings, recognized capital gains or capital. To the extent there is a return of capital (a
distribution of the stockholders� invested capital), investors will be required to reduce their basis in our stock for U.S.
federal tax purposes. In the future, our distributions may include a return of capital.

Taxation
We have elected to be treated for U.S. federal income tax purposes as a RIC under Subchapter M of the Code. As a
RIC, we generally will not have to pay corporate-level U.S. federal income tax on any ordinary income or capital
gains that we distribute to
6
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our stockholders as dividends.. To continue to maintain our RIC tax treatment, we must meet specified
source-of-income and asset diversification requirements and distribute annually 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. See �Plan of
Distribution� and �Material U.S. Federal Income Tax Considerations.�

Dividend reinvestment plan
We have adopted a dividend reinvestment plan, or DRIP, that provides for the reinvestment of dividends on behalf of
our registered stockholders who hold their shares with American Stock Transfer and Trust Company, the plan
administrator and our transfer agent and registrar. As a result, if we declare a cash dividend, our registered
stockholders who have �opted in� to our DRIP by the dividend record date will have their cash dividend automatically
reinvested into additional shares of our common stock.
Stockholders who receive dividends in the form of stock will be subject to the same U.S. federal, state and local tax
consequences as stockholders who elect to receive their dividends in cash. See �Dividend Reinvestment Plan.�

Trading at a discount
Shares of closed-end investment companies frequently trade at a discount to their net asset value, or NAV. This risk is
separate and distinct from the risk that our NAV per share may decline. We cannot predict whether our shares will
trade above, at or below NAV.
Sales of common stock below NAV
The offering price per share of our common stock, less any underwriting commissions or discounts, will not be less
than the NAV per share of our common stock at the time of the offering, except (i) with the requisite approval of our
common stockholders or (ii) under such other circumstances as the Securities and Exchange Commission may permit.
In addition, we cannot issue shares of our common stock below NAV unless our board of directors determines that it
would be in our and our stockholders� best interests to do so. We did not seek stockholder authorization to issue
common stock at a price below NAV per share at our 2017 annual meeting of stockholders. We do not anticipate
seeking such authorization in the future. However, in the event we change our position, we will seek the requisite
approval of our common stockholders.
Sales by us of our common stock at a discount from our 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. See �Sales
of Common Stock Below Net Asset Value.�
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Available Information
We file annual, quarterly and current reports, proxy statements and other information with the Securities and
Exchange Commission, or SEC, under the Securities Exchange Act of 1934, or the Exchange Act. You can inspect
any materials we file with the SEC, without charge, at the SEC�s Public Reference Room at 100 F Street, N.E.,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the Public Reference
Room. The information we file with the SEC is available free of charge by contacting us at 5400 Lyndon B. Johnson
Freeway, Suite 1300, Dallas, Texas 75240, by telephone at 214-238-5700 or on our website at
http://www.capitalsouthwest.com. The SEC also maintains a website that contains reports, proxy statements and other
information regarding registrants, including us, that file such information electronically with the SEC. The address of
the SEC�s website is http://www.sec.gov. Information contained on our website or on the SEC�s website about us is not
incorporated into this prospectus, and you should not consider information contained on our website or on the SEC�s
website to be part of this prospectus.
8
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FEES AND EXPENSES

The following table is intended to assist you in understanding the costs and expenses that an investor in an offering
will bear directly or indirectly. We caution you that some of the percentages indicated in the table below are estimates
and may vary. Except where the context suggests otherwise, whenever this prospectus contains a reference to fees or
expenses paid by �you,� �us� or �CSWC,� or that �we� will pay fees or expenses, stockholders will indirectly bear such fees or
expenses as investors in us.

Stockholder Transaction Expenses:
Sales load (as a percentage of offering price) —%(1)

Offering expenses (as a percentage of offering price) —%(2)

Dividend reinvestment plan expenses —%(3)

Total stockholder transaction expenses (as a percentage of offering price) —%(4)

Annual Expenses (as a percentage of net assets attributable to common stock):
Operating expenses 4.74 %(5)

Interest payments on borrowed funds 1.59 %(6)

Income tax expense 0.62 %(7)

Acquired fund fees and expenses 0.18 %(8)

Total annual expenses 7.13 %

(1)In the event that our securities are sold to or through underwriters, a corresponding prospectus supplement will
disclose the applicable sales load.

(2)In the event that we conduct an offering of our securities, a corresponding prospectus supplement will disclose the
estimated offering expenses.

(3)The expenses of administering our DRIP are included in operating expenses.

(4)Total stockholder transaction expenses may include sales load and will be disclosed in a future prospectus
supplement, if any.

(5)

Operating expenses in this table represent the estimated annual operating expenses of CSWC and its consolidated
subsidiaries based on annualized operating expenses for the three months ended June 30, 2017. We do not have an
investment adviser and are internally managed by our executive officers under the supervision of our board of
directors. As a result, we do not pay investment advisory fees, but instead we pay the operating costs associated
with employing investment management professionals including, without limitation, compensation expenses
related to salaries, discretionary bonuses and restricted stock grants.

(6)
Interest payments on borrowed funds represent our estimated annual interest payments on borrowed funds based on
current debt levels as adjusted for projected increases (but not decreases) in debt levels over the next twelve
months.

(7)

Income tax expense relates to the accrual of (a) deferred tax provision (benefit) on the net unrealized appreciation
(depreciation) from portfolio investments held in the Taxable Subsidiary and (b) excise, state and other taxes.
Deferred taxes are non-cash in nature and may vary significantly from period to period. We are required to include
deferred taxes in calculating our annual expenses even though deferred taxes are not currently payable or
receivable. Due to the variable nature of deferred tax expense, which can be a large portion of the income tax
expense, and the difficulty in providing an estimate for future periods, this income tax expense estimate is based
upon the actual amount of income tax expense for the year ended March 31, 2017.

(8)Acquired fund fees and expenses represent the estimated indirect expense incurred due to our investment in the
I-45 Senior Loan Fund. This ratio excludes interest and interest related expenses of the underlying acquired funds.

Example
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The following example demonstrates the projected dollar amount of total cumulative expenses that would be incurred
over various periods with respect to a hypothetical investment in our common stock. In calculating the following
expense amounts, we have assumed we would have no additional leverage and that our annual operating expenses
would remain at the levels set forth in the table above. In the event that shares to which this prospectus relates are sold
to or through underwriters, a corresponding prospectus supplement will restate this example to reflect the applicable
sales load.

1 Year 3 Years 5 Years
10

Years
You would pay the following expenses on a $1,000 investment, assuming a 5.0%
annual return $ 71 $ 209 $ 341 $ 648

9
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The example and the expenses in the table above should not be considered a representation of our future
expenses, and actual expenses may be greater or less than those shown. While the example assumes, as required
by the SEC, a 5.0% annual return, our performance will vary and may result in a return greater or less than 5.0%. In
addition, while the example assumes reinvestment of all dividends at NAV, participants in our DRIP 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 average purchase price of all shares of common stock purchased by the administrator of the DRIP in
the event that shares are purchased in the open market to satisfy the share requirements of the DRIP, which may be at,
above or below NAV. See �Dividend Reinvestment Plan� for additional information regarding our DRIP.

10
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RISK FACTORS

Investing in our securities involves a number of significant risks. In addition to the other information contained in this
prospectus and any accompanying prospectus supplement, you should consider carefully the following information
before making an investment in our securities. The risks and uncertainties described below could materially adversely
affect our business, financial condition and results of operations. Risks and uncertainties not presently known to us, or
not presently deemed material by us, may also impair our operations and performance. If any of the following risks,
or risks not presently known to us, actually occur, the trading price of our common stock could decline, and you may
lose all or part of your investment.

RISKS RELATED TO OUR BUSINESS AND STRUCTURE

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

Our ability to achieve our investment objective of maximizing risk-adjusted returns to shareholders depends on our
ability to effectively allocate and manage capital. Capital allocation depends, in part, upon our investment team�s
ability to identify, evaluate, invest in and monitor companies that meet our investment criteria.

Accomplishing our investment objectives is largely a function of our investment team�s management of the investment
process and our access to investments offering attractive risk adjusted returns. In addition, members of our investment
team are called upon, from time to time, to provide managerial assistance to some of our portfolio companies.

The results of our operations depend on many factors, including the availability of opportunities for investment,
readily accessible short and long-term funding alternatives in the financial markets and economic conditions. Our
ability to make new investments at attractive relative valuations is also a function of our marketing and our
management of the investment process. If we fail to invest our capital effectively, our return on equity may be
negatively impacted, which could have a material adverse effect on the price of the shares of our common stock.

Any unrealized losses we experience may be an indication of future realized losses, which could reduce our
income available to make distributions.

As a BDC, we are required to carry our investments at market value or, if no market value is ascertainable, at the fair
value as determined in good faith by our board of directors pursuant to a valuation methodology approved by our
board of directors. Decreases in the market values or fair values of our investments will be recorded as unrealized
losses. An unrealized loss could be an indication of a portfolio company�s inability to meet its repayment obligations or
generate cash flow. This could result in realized losses in the future and ultimately in reductions of our income
available to pay dividends or interest and principal on our securities and could have a material adverse effect on your
investment.

Our business model depends to a significant extent upon strong referral relationships. Our inability to
maintain or develop these relationships, as well as the failure of these relationships to generate investment
opportunities, could adversely affect our business.

We expect that members of our management team will maintain their relationships with intermediaries, financial
institutions, investment bankers, commercial bankers, financial advisors, attorneys, accountants, consultants and other
individuals within our network, and we will rely to a significant extent upon these relationships to provide us with
potential investment opportunities. If our management team fails to maintain its existing relationships or develop new
relationships with sources of investment opportunities, we will not be able to effectively allocate capital. Individuals
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with whom members of our management team have relationships are not obligated to provide us with investment
opportunities, and therefore, there is no assurance that these relationships will generate investment opportunities for
us.
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In addition to regulatory limitations on our ability to raise capital, our Credit Facility contains various
covenants, which, if not complied with, could accelerate our repayment obligations under the Credit Facility,
thereby materially and adversely affecting our liquidity, financial condition, results of operations and ability to
pay distributions.

We will have a continuing need for capital to finance our investments. We are party to a senior secured credit facility,
which we refer to as the Credit Facility, dated as of August 30, 2016, which provides us with a revolving credit line of
up to $100.0 million, which has $25.0 million drawn as of June 30, 2017. The Credit Facility contains customary
terms and conditions, including, without limitation, affirmative and negative covenants such as information reporting
requirements, minimum consolidated net worth, minimum consolidated interest coverage ratio, minimum regulatory
asset coverage, and maintenance of RIC tax treatment and BDC status. The Credit Facility also contains customary
events of default with customary cure and notice provisions, including, without limitation, nonpayment,
misrepresentation of representations and warranties in a material respect, breach of covenants, bankruptcy, and change
of control. The Credit Facility permits us to fund additional loans and investments as long as we are within the
conditions set out in the Credit Facility. Our continued compliance with these covenants depends on many factors,
some of which are beyond our control, and there are no assurances that we will continue to comply with these
covenants. Our failure to satisfy these covenants could result in foreclosure by our lenders, which would accelerate
our repayment obligations under the facility and thereby have a material adverse effect on our business, liquidity,
financial condition, results of operations and ability to pay distributions to our stockholders.

All of our assets are subject to security interests under our secured Credit Facility and if we default on our
obligations under the Credit Facility, we may suffer adverse consequences, including foreclosure on our assets.

All of our assets are currently pledged as collateral under our Credit Facility. If we default on our obligations under
the Credit Facility, the lenders party thereto may have the right to foreclose upon and sell, or otherwise transfer, the
collateral subject to their security interests. In such event, we may be forced to sell our investments to raise funds to
repay our outstanding borrowings in order to avoid foreclosure and these forced sales may be at times and at prices we
would not consider advantageous. Moreover, such deleveraging of our company could significantly impair our ability
to effectively operate our business in the manner in which we have historically operated. As a result, we could be
forced to curtail or cease new investment activities and lower or eliminate the dividends that we have historically paid
to our stockholders. In addition, if the lenders exercise their right to sell the assets pledged under our Credit Facility,
such sales may be completed at distressed sale prices, thereby diminishing or potentially eliminating the amount of
cash available to us after repayment of the amounts outstanding under the Credit Facility.

Because we borrow money to make investments, the potential for gain or loss on amounts invested in us is
magnified and may increase the risk of investing in us.

Borrowings to fund investments, also known as leverage, magnify the potential for loss on investments in our
indebtedness and gain or loss on investments in our equity capital. As we use leverage to partially finance our
investments, you will experience increased risks of investing in our securities. We may borrow from banks and other
lenders, including under our Credit Facility, and may issue debt securities or enter into other types of borrowing
arrangements in the future. If the value of our assets decreases, leveraging would cause NAV to decline more sharply
than it otherwise would have had we not leveraged our business. Similarly, any decrease in our income would cause
net investment income to decline more sharply than it would have had we not leveraged our business. Such a decline
could negatively affect our ability to pay common stock dividends, scheduled debt payments or other payments related
to our securities. Use of leverage is generally considered a speculative investment technique.

As of August 28, 2017, we had $56.0 million debt outstanding under our Credit Facility. Borrowings under the Credit
Facility bear interest on a per annum basis at a rate equal to the applicable London Interbank Offered Rate, or LIBOR,
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plus 3.25% with no LIBOR floor. We pay unused commitment fees of 0.50% to 1.50% per annum, based on
utilization, on the unused lender commitments under the Credit Facility. The Credit Facility is secured by substantially
all of our assets. If we are unable to meet the financial obligations under the Credit Facility, the lenders under the
Credit Facility may exercise its remedies under the Credit Facility as the result of a default by us.
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Illustration. The following table illustrates the effect of leverage on returns from an investment in our common stock
assuming various annual returns, net of expenses. The calculations in the table below are hypothetical and actual
returns may be higher or lower than those appearing below.

Assumed Return on Our Portfolio(1)

(net of expenses)

(10.0)% (5.0)% 0.0% 5.0% 10.0%
Corresponding net return to common stockholder(2) (12.30 )% (6.54 )% (0.78 )% 4.98 % 10.74 %

(1)
Assumes $331.2 million in total assets, $25.0 million in debt outstanding, $287.4 million in net assets, and a
weighted-average interest rate of 4.45% based on our financial data available on June 30, 2017. Actual interest
payments may be different.

(2)In order for us to cover our annual interest payments on indebtedness, we must achieve annual returns on our
June 30, 2017 total assets of at least 0.68%.

Our ability to achieve our investment objective may depend in part on our ability to access additional leverage on
favorable terms by borrowing from banks or insurance companies or by issuing debt securities and there can be no
assurance that such additional leverage can in fact be achieved.

If we do not invest a sufficient portion of our assets in qualifying assets, we could fail to qualify as a business
development company or be precluded from investing according to our current business strategy.

As a BDC, we may not acquire any assets other than �qualifying assets� unless, at the time of and after giving effect to
such acquisition, at least 70.0% of our total assets are qualifying assets.

We currently have more than 70.0% of qualifying assets. However, we may be precluded from investing in what we
believe are attractive investments if those investments are not qualifying assets for purposes of the 1940 Act. If we do
not invest a sufficient portion of our assets in qualifying assets, we could lose our status as a BDC, which would have
a material adverse effect on our business, financial condition and results of operations. Similarly, these rules could
prevent us from making follow-on investments in existing portfolio companies (which could result in the dilution of
our position).

A failure on our part to maintain our status as a BDC would significantly reduce our operating flexibility.

If we fail to maintain our status as a BDC, we might be regulated as a closed-end investment company that is required
to register under the 1940 Act, which would subject us to additional regulatory restrictions and significantly decrease
our operating flexibility. In addition, any such failure could cause an event of default under our outstanding
indebtedness, which could have a material adverse effect on our business, financial condition or results of operations.

We will be subject to corporate-level income tax if we are unable to qualify as a Regulated Investment
Company under Subchapter M of the Code.

To maintain RIC tax treatment under the Code, we must meet the following annual distribution, income source and
asset diversification requirements:

•The annual distribution requirement for a RIC will be satisfied if we distribute to our shareholders on an annual basis
at least 90.0% of our net ordinary income and realized short-term capital gains in excess of realized net long-term
capital losses. Depending on the level of taxable income earned in a tax year, we may choose to carry forward taxable
income in excess of current year distributions into the next year and pay a 4.0% excise tax on such income. Any such
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carryover taxable income must be distributed through a dividend declared prior to filing the final tax return related to
the year that generated such taxable income. For more information regarding tax treatment, see �Material U.S. Federal
Income Tax Considerations—Taxation as a Regulated Investment Company.�

•

The source of income requirement will be satisfied if we obtain at least 90.0% of our gross income for each taxable
year from dividends, interest, payments with respect to certain securities loans, gains from the sale or other disposition
of stock or other securities or foreign currencies or other income derived with respect to our business of investing in
such stock, securities or currencies and net income derived from an interest in a �qualified publicly traded partnership�
(as defined in the Code), or the 90% Income Test.
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•

The asset diversification requirement will be satisfied if we meet certain asset diversification requirements at the end
of each quarter of our taxable year. To satisfy this requirement, at least 50.0% of the value of our assets must consist
of cash, cash equivalents, U.S. Government securities, securities of other RICs, and other securities if such other
securities of any one issuer do not represent more than 5.0% of the value of our assets or more than 10.0% of the
outstanding voting securities of the issuer (which for these purposes includes the equity securities of a �qualified
publicly traded partnership�). In addition, no more than 25.0% of the value of our assets can be invested in the
securities, other than U.S. Government securities or securities of other RICs, (1) of one issuer (2) of two or more
issuers that are controlled, as determined under applicable tax rules, by us and that are engaged in the same or similar
or related trades or businesses or (3) of one or more �qualified publicly traded partnerships,� or the Diversification
Tests.
Failure to meet these requirements may result in us having to dispose of certain unqualified investments quickly in
order to prevent the loss of RIC tax treatment. If we fail to maintain RIC tax treatment for any reason and are subject
to corporate income tax, the resulting corporate taxes could substantially reduce our net assets, the amount of income
available for distribution and the amount of our distributions. In addition, to the extent we had unrealized gains, we
would have to establish deferred tax liabilities for taxes, which would reduce our NAV accordingly. In addition, our
shareholders would lose the tax credit realized when we, as a RIC, decide to retain the net realized capital gain and
make deemed distributions of net realized capital gains, and pay taxes on behalf of our shareholders at the end of the
tax year. The loss of this pass-through tax treatment could have a material adverse effect on the total return of an
investment in our common stock.

Even if the Company qualifies as a Regulated Investment Company, it may face tax liabilities that reduce its
cash flow.

Even if we qualify for taxation as a RIC, it may be subject to certain U.S. federal, state and local taxes on its income
and assets. In addition, we may hold some of our assets through our Taxable Subsidiary, which is not consolidated for
U.S. federal income tax purposes, or any other taxable subsidiary we may form. Any taxes paid by our subsidiary
corporations would decrease the cash available for distribution to our stockholders.

Our historical financial statements are not necessarily representative of the results we would have achieved as a
stand-alone publicly-traded company and therefore may not be indicative of our future performance.

As part of the Share Distribution, we spun off 63.5% of our NAV to shareholders and divested other major
investments during the past three years. We emerged from these divestitures and the Share Distribution with a
significantly different company profile. Our historical financial statements included elsewhere in this registration
statement for historical periods are not necessarily representative of the results we would have achieved as a
stand-alone publicly traded company with a smaller market footprint. Accordingly, this data may not be indicative of
our future performance, or necessarily reflect what our financial position and results of operations or cash flows would
have been, had we operated as a separate, stand-alone publicly-traded entity during all of the periods presented.

Our investment portfolio is and will continue to be recorded at fair value. Our board of directors has final
responsibility for overseeing, reviewing and approving, in good faith, our fair value determination. As a result
of recording our investments at fair value, there is and will continue to be subjectivity as to the value of our
portfolio investments.

Under the 1940 Act, we are required to carry our portfolio investments at market value or, if there is no readily
available market value, at fair value as determined by us, with our board of directors having final responsibility for
overseeing, reviewing and approving, in good faith, our fair value determination. Typically, there is not a public
market for the securities of the privately held companies in which we have invested and will continue to invest. As a
result, we value these securities quarterly at fair value based on inputs from management and our investment team,
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along with the oversight, review and approval of our board of directors.

The determination of fair value and consequently, the amount of unrealized gains and losses in our portfolio, are to a
certain degree, subjective and dependent on a valuation process approved by our board of directors. Certain factors
that may be considered in determining the fair value of our investments include external events, such as private
mergers, sales and acquisitions involving comparable companies. Because of the inherent uncertainty of the valuation
of portfolio securities that do not have readily ascertainable market values, our fair

14

Edgar Filing: CAPITAL SOUTHWEST CORP - Form N-2

26



TABLE OF CONTENTS

value determinations may differ materially from the values a third party would be willing to pay for our securities or
the values which would be applicable to unrestricted securities having a public market. Due to this uncertainty, our
fair value determinations may cause our NAV on a given date to materially understate or overstate the value that we
may ultimately realize on one or more of our investments. As a result, investors purchasing our common stock based
on an overstated NAV may pay a higher price than the value of our investments might warrant. Conversely, investors
selling shares during a period in which the NAV understates the value of our investments may receive a lower price
for their shares than the value of our investments might warrant.

The capital markets may experience periods of disruption and instability. Such market conditions may
materially and adversely affect debt and equity capital markets in the United States, which may have a
negative impact on our business and operations.

The U.S. capital markets experienced increased volatility and disruption over the past several years, leading to
increased investor uncertainty and depressed levels of consumer and commercial spending. Disruptions in the capital
markets increased the spread between the yields realized on risk-free and higher risk securities, resulting in illiquidity
in parts of the capital markets. We cannot provide any assurance that these conditions will not worsen. If these
conditions continue or worsen, the prolonged period of market illiquidity may have an adverse effect on our business,
financial condition, and results of operations. Unfavorable economic conditions also could increase our funding costs,
limit our access to the capital markets or result in a decision by lenders not to extend credit to us. These events could
limit our investment originations, limit our ability to grow and negatively impact our operating results.

In addition, significant changes or volatility in the capital markets may also have a negative effect on the valuations of
our investments. While most of our investments are not publicly traded, applicable accounting standards require us to
assume as part of our valuation process that our investments are sold in a principal market to market participants (even
if we plan on holding an investment through its maturity). Significant changes in the capital markets may also affect
the pace of our investment activity and the potential for liquidity events involving our investments. Thus, the
illiquidity of our investments may make it difficult for us to sell our investments to access capital if required, and as a
result, we could realize significantly less than the value at which we have recorded our investments if we were
required to sell them for liquidity purposes. Further, if the price of our common stock continues to trade below our
NAV per share, we will be limited in our ability to sell new shares if we do not have stockholder authorization, such
authorization we do not anticipate seeking, to sell shares at a price below NAV per share. An inability to raise or
access capital could have a material adverse effect on our business, financial condition or results of operations.

Changes in the laws or regulations governing our business, or changes in the interpretations thereof, and any
failure by us to comply with these laws or regulations, could negatively affect the profitability of our
operations.

Changes in the laws or regulations or the interpretations of the laws and regulations that govern BDCs, RICs or
non-depository commercial lenders could significantly affect our operations and our cost of doing business. We are
subject to U.S. federal, state and local laws and regulations and are subject to judicial and administrative decisions that
affect our operations, including our loan originations, maximum interest rates, fees and other charges, disclosures to
portfolio companies, the terms of secured transactions, collection and foreclosure procedures and other trade practices.
If these laws, regulations or decisions change, or if we expand our business into jurisdictions that have adopted more
stringent requirements than those in which we currently conduct business, we may have to incur significant expenses
in order to comply or we might have to restrict our operations. In addition, if we do not comply with applicable laws,
regulations and decisions, we may lose licenses needed for the conduct of our business and be subject to civil fines
and criminal penalties, any of which could have a material adverse effect upon our business, results of operations or
financial condition.
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We operate in a highly competitive market for investment opportunities.

We compete for attractive investment opportunities with other financial institutions, including BDCs, junior capital
lenders, and banks. Some of these competitors are substantially larger and have greater financial, technical and
marketing resources, and some are subject to different, and frequently less stringent, regulations. Our competitors may
have a lower cost of funds and may have access to funding sources that are not available to us.
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Furthermore, many of our competitors are not subject to the regulatory restrictions that the 1940 Act imposes on us as
a BDC. As a result of this competition, we may not be able to take advantage of attractive investment opportunities
from time to time, and there can be no assurance that we will be able to identify and make investments that satisfy our
objectives. A significant increase in the number and/or size of our competitors in our target market could force us to
accept less attractive investment terms. We cannot assure you that the competitive pressures we face will not have a
materially adverse effect on our business, financial condition and results of operation.

Adverse market and economic conditions could cause harm to our operating results.

Past recessions have had a significant negative impact on the operating performance and fair value of our portfolio
investments. Many of our portfolio companies could be adversely impacted again by any future economic downturn or
recession and may be unable to be sold at a price that would allow us to recover our investment, or may be unable to
operate during a recession. Such portfolio company performance could have a material adverse effect on our business,
financial condition and results of operations.

Our success depends on attracting and retaining qualified personnel in a competitive environment.

Sourcing, selection, structuring and closing our investments depends upon the diligence and skill of our management.
Our management�s capabilities may significantly impact our results of operations. Our success requires that we retain
investment and operations personnel in a competitive environment. Our ability to attract and retain personnel with the
requisite credentials, experience and skills depends on several factors, including but not limited to, our ability to offer
competitive wages, benefits and professional growth opportunities.

The competitive environment for qualified personnel may require us to take certain measures to ensure that we are
able to attract and retain experienced personnel. Such measures may include increasing the attractiveness of our
overall compensation packages, altering the structure of our compensation packages through the use of additional
forms of compensation or other steps. The inability to attract and retain experienced personnel could potentially have
an adverse effect on our business.

In connection with CSWI�s separation from us, CSWI has indemnified us for certain liabilities. However, there
can be no assurance that these indemnities will be sufficient to insure us against the full amount of such
liabilities or that CSWI�s ability to satisfy its indemnification obligation will not be impaired in the future.

CSWI agreed to indemnify us for certain liabilities, including certain tax liabilities. However, third parties could seek
to hold us responsible for any of the liabilities that CSWI will agree to retain, and there can be no assurance that
CSWI will be able to fully satisfy its indemnification obligations. Moreover, even if we ultimately succeed in
recovering from CSWI any amounts for which we are held liable, we may be temporarily required to bear these losses
while seeking recovery from CSWI.

Potential indemnification liabilities of us to CSWI could materially adversely affect us.

Future agreements between us and CSWI may provide for indemnification obligations designed to make us financially
responsible for liabilities that may exist relating to or arising out of its business activities, whether incurred prior to or
after the Share Distribution. If we are required to indemnify CSWI for any reason, we may be subject to substantial
liabilities.

Potential liabilities may arise due to fraudulent transfer considerations, which would adversely affect our
financial condition and our results of operations.
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In connection with the Share Distribution, we undertook several corporate restructuring transactions which, along with
the Share Distribution, may be subject to U.S. federal and state fraudulent conveyance and transfer laws. If, under
these laws, a court were to determine that, at the time of the Share Distribution, any entity involved in these
restructuring transactions or the Share Distribution: (1) was insolvent; (2) was rendered insolvent by reason of the
Share Distribution; (3) had remaining assets constituting unreasonably small capital; or (4) intended to incur, or
believed it would incur, debts beyond its ability to pay these debts as they matured, then the court could void the Share
Distribution, in whole or in part, as a fraudulent conveyance or transfer. The court could require us to fund liabilities
of the other company for the benefit of creditors.
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Previously proposed legislation may allow us to incur additional leverage.

As a BDC, under the 1940 Act we generally are not permitted to incur indebtedness unless immediately after any
borrowing we have an asset coverage for total borrowings of at least 200.0% (i.e., the amount of debt may not
exceed 50.0% of the value of our assets). Legislation introduced in the U.S. House of Representatives, proposed to
modify this section of the 1940 Act and increase the amount of debt that BDCs may incur by modifying the asset
coverage percentage from 200.0% to 150.0%. If this legislation is passed, we may be able to incur additional
indebtedness in the future and, therefore, your risk of an investment in our securities may increase.

Efforts to comply with the Sarbanes-Oxley Act involve significant expenditures, and non-compliance with the
Sarbanes-Oxley Act may adversely affect us.

We are subject to the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, and the related rules and regulations
promulgated by the SEC. Among other requirements, under Section 404 of the Sarbanes-Oxley Act and rules and
regulations of the SEC thereunder, our management is required to report on our internal controls over financial
reporting. We are required to review on an annual basis our internal controls over financial reporting, and on a
quarterly and annual basis to evaluate and disclose significant changes in our internal controls over financial reporting.
We have and expect to continue to incur significant expenses related to compliance with the Sarbanes-Oxley Act,
which will negatively impact our financial performance and our ability to make distributions. In addition, this process
results in a diversion of management�s time and attention. In the event that we are unable to maintain compliance with
the Sarbanes-Oxley Act and related rules, we may be adversely affected.

Our ability to enter into transactions with our affiliates is restricted.

We are prohibited under the 1940 Act from participating in certain transactions with certain of our affiliates without
the prior approval of our independent directors and, in some cases, the SEC. Any person that owns, directly or
indirectly, 5.0% or more of our outstanding voting securities is our affiliate for purposes of the 1940 Act, and we
generally are prohibited from buying or selling any security from or to an affiliate, absent the prior approval of our
independent directors. The 1940 Act also prohibits certain �joint� transactions with certain of our affiliates, which could
include investments in the same portfolio company (whether at the same or different times), without prior approval of
our independent directors and, in some cases, the SEC. If a person acquires more than 25.0% of our voting securities,
we are prohibited from buying or selling any security from or to that person or certain of that person�s affiliates, or
entering into prohibited joint transactions with that person, absent the prior approval of the SEC. Similar restrictions
limit our ability to transact business with our officers or directors or their affiliates. Regulations governing our
operation as a BDC affect our ability to, and the way in which we raise additional capital.

Regulations governing our operation as a BDC will affect our ability to, and the way in which we, raise
additional capital.

Our business will require capital to operate and grow. We may acquire such additional capital from the following
sources:

Senior Securities. We may issue debt securities and/or borrow money from banks or other financial institutions, which
we refer to collectively as senior securities. As a result of issuing senior securities, we will be exposed to additional
risks, including the following:

•Under the provisions of the 1940 Act, we are permitted, as a BDC, to issue senior securities only in amounts such that
our asset coverage, as defined in the 1940 Act, equals at least 200% immediately after each issuance of senior
securities. If the value of our assets declines, we may be unable to satisfy this test. If that happens, we will be
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prohibited from issuing debt securities and/or borrowing money from banks or other financial institutions and may not
be permitted to declare a dividend or make any distribution to stockholders or repurchase shares until such time as we
satisfy this test.
•Any amounts that we use to service our debt will not be available for dividends to our common stockholders.

• It is likely that any senior securities or other indebtedness we issue will be governed by an indenture or other
instrument containing covenants restricting our operating flexibility. Additionally, some of these
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securities or other indebtedness may be rated by rating agencies, and in obtaining a rating for such securities and other
indebtedness, we may be required to abide by operating and investment guidelines that further restrict operating and
financial flexibility.

•We and, indirectly, our stockholders will bear the cost of issuing and servicing such securities and other indebtedness.

•

Any unsecured debt issued by us would rank (1) pari passu with our future unsecured indebtedness and effectively
subordinated to all of our existing and future secured indebtedness, to the extent of the value of the assets securing
such indebtedness, and (2) structurally subordinated to all existing and future indebtedness and other obligations of
any of our subsidiaries

•

Upon a liquidation of our company, holders of our debt securities and lenders with respect to other borrowings would
receive a distribution of our available assets prior to the holders of our common stock. Future offerings of additional
debt securities, which would be senior to our common stock upon liquidation, or equity securities, which could dilute
our existing stockholders, may harm the value of our common stock.
Additional Common Stock. The 1940 Act prohibits us from selling shares of our common stock at a price below the
current NAV per share of such stock, with certain exceptions. One such exception is prior stockholder approval of
issuances below current NAV per share provided that our board of directors makes certain determinations. We did not
seek stockholder authorization to sell shares of our common stock below the then current NAV per share of our
common stock at our 2017 annual meeting of stockholders. We do not anticipate seeking such authorization in the
future. However, in the event we change our position, we will seek the requisite approval of our common
stockholders. See �—Stockholders may incur dilution if we sell shares of our common stock in one or more offerings at
prices below the then current NAV per share of our common stock or issue securities to subscribe to, convert to or
purchase shares of our common stock� for a discussion of the risks related to us issuing shares of our common stock
below NAV. If we raise additional funds by issuing more common stock or senior securities convertible into, or
exchangeable for, our common stock, the percentage ownership of our stockholders at that time would decrease, and
they may experience dilution. Moreover, we can offer no assurance that we will be able to issue and sell additional
equity securities in the future, on favorable terms or at all.

Stockholders may incur dilution if we sell shares of our common stock in one or more offerings at prices below
the then current NAV per share of our common stock or issue securities to convert to shares of our common
stock.

The 1940 Act prohibits us from selling shares of our common stock at a price below the current NAV per share of
such stock, with certain exceptions. One such exception is prior stockholder approval of issuances below NAV
provided that our board of directors makes certain determinations. We did not seek stockholder authorization to sell
shares of our common stock below the then current NAV per share of our common stock at our 2017 annual meeting
of stockholders. We do not anticipate seeking such authorization in the future. However, in the event we change our
position, we will seek the requisite approval of our common stockholders.

If we were to sell shares of our common stock below NAV per share, such sales would result in an immediate dilution
to the NAV per share. This dilution would occur as a result of the sale of shares at a price below the then current NAV
per share of our common stock and a proportionately greater decrease in a stockholder's interest in our earnings and
assets and voting interest in us than the increase in our assets resulting from such issuance. Because the number of
shares of common stock that could be so issued and the timing of any issuance is not currently known, the actual
dilutive effect cannot be predicted. Notwithstanding the foregoing, the example below illustrates the effect of dilution
to existing stockholders resulting from the sale of common stock at prices below the NAV of such shares.

In addition, if we issue securities to convert to shares of common stock, the exercise or conversion of such securities
would increase the number of outstanding shares of our common stock. Any such exercise would be dilutive on the
voting power of existing stockholders, and could be dilutive with regard to dividends and our NAV, and other
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Please see �Sales of Common Stock Below Net Asset Value� for a more complete discussion of the potentially dilutive
impacts of an offering at a price less than NAV per share.
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Illustration: Example of Dilutive Effect of the Issuance of Shares Below Net Asset Value. Assume that Company XYZ
has 1,000,000 total shares outstanding, $15,000,000 in total assets and $5,000,000 in total liabilities. The NAV per
share of the common stock of Company XYZ is $10.00. The following table illustrates the reduction NAV and the
dilution experienced by Stockholder A following the sale of 100,000 shares of the common stock of Company XYZ at
$9.00 per share, a price below its NAV per share.

Prior to Sale
Below NAV

Following
Sale

Below NAV
Percentage

Change
Reduction to NAV
Total Shares Outstanding 1,000,000 1,100,000 10.00 %
NAV per share $ 10.00 $ 9.91 (0.91 )%
Dilution to Existing Stockholder
Shares Held by Stockholder A 10,000 10,000 (1) 0.00 %
Percentage Held by Stockholder A 1.00 % 0.91 % (9.09 )%
Total Interest of Stockholder A in NAV $ 100,000 $ 99,091 (0.91 )%

(1) Assumes that Stockholder A does not purchase additional shares in the sale of shares below
NAV.

We are highly dependent on information systems and systems failures could significantly disrupt our business,
which may, in turn, negatively affect the market price of our common stock and our ability to pay dividends.

Our business is highly dependent on our and third parties� communications and information systems. Any failure or
interruption of those systems, including as a result of the termination of an agreement with any third-party service
providers, could cause delays or other problems in our activities. Our financial, accounting, data processing, backup or
other operating systems and facilities may fail to operate properly or become disabled or damaged as a result of a
number of factors including events that are wholly or partially beyond our control and adversely affect our business.
There could be:

•Sudden electrical or telecommunications outages;
•Natural disasters such as earthquakes, tornadoes and hurricanes;
•Disease pandemics;
•Events arising from local or larger scale political or social matters, including terrorist acts; and
•Cyber attacks.
If we are unable to maintain the availability of our electronic data systems and safeguard the security of our
data, our ability to conduct business may be compromised, which could impair our liquidity, disrupt our
business, damage our reputation and cause losses.

Cybersecurity refers to the combination of technologies, processes, and procedures established to protect information
technology systems and data from unauthorized access, attack, or damage. We are subject to cybersecurity risks.
Information cybersecurity risks have significantly increased in recent years and, while we have not experienced any
material losses relating to cyber attacks or other information security breaches, we could suffer such losses in the
future. Our computer systems, software and networks may be vulnerable to unauthorized access, computer viruses or
other malicious code and other events that could have a security impact. If one or more of such events occur, this
potentially could jeopardize confidential and other information, including nonpublic personal information and
sensitive business data, processed and stored in, and transmitted through, our computer systems and networks, or
otherwise cause interruptions or malfunctions in our operations or the operations of our customers or counterparties.
This could result in significant losses, reputational damage, litigation, regulatory fines or penalties, or otherwise
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adversely affect our business, financial condition or results of operations. Privacy and information security laws and
regulation changes, and compliance with those changes, may result in cost increases due to system changes and the
development of new administrative processes. In addition, we may be required to expend significant additional
resources to modify our protective measures and to investigate and remediate vulnerabilities or other exposures arising
from operational and security risks. We currently do not maintain insurance coverage relating to cybersecurity risks,
and we may be required to expend
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significant additional resources to modify our protective measures or to investigate and remediate vulnerabilities or
other exposures, and we may be subject to litigation and financial losses that are not fully insured.

Third parties with which we do business may also be sources of cybersecurity or other technological risks. We
outsource certain functions, and these relationships allow for the storage and processing of our information, as well as
customer, counterparty, employee and borrower information. While we engage in actions to reduce our exposure
resulting from outsourcing, ongoing threats may result in unauthorized access, loss, exposure or destruction of data, or
other cybersecurity incidents, with increased costs and other consequences, including those described above.

Terrorist attacks, acts of war or natural disasters may affect any market for our common stock, impact the
businesses in which we invest and harm our business, operating results and financial condition.

Terrorist attacks, acts of war or natural disasters may disrupt our operations, as well as the operations of the businesses
in which we invest. These events have created, and continue to create, economic and political uncertainties and have
contributed to global economic instability. Future terrorist activities, military or security operations, or natural
disasters could further weaken the domestic or global economy. These events could create additional uncertainties,
which may negatively impact the businesses in which we invest directly or indirectly and, in turn, could have a
material adverse impact on our business, operating results and financial condition. Losses from terrorist attacks and
natural disasters are generally uninsurable.

RISKS RELATED TO OUR INVESTMENTS

Our investments in portfolio companies involve a number of significant risks:

•
Portfolio companies are more likely to depend on the management talents and efforts of a small group of key
employees. Therefore, the death, disability, resignation, termination, or significant under-performance of one or more
of these persons could have a material adverse impact on our portfolio company and, in turn, on us.

•
Portfolio companies may have unpredictable operating results, could become parties to litigation, may be engaged in
rapidly changing businesses with products subject to a substantial risk of obsolescence and may require substantial
additional capital to support their operations, finance expansion or maintain their competitive position.

•

Most of our portfolio companies are private companies. Private companies may not have readily publicly available
information about their businesses, operations and financial condition. Consequently, we rely on the ability of our
management team and investment professionals to obtain adequate information to evaluate the potential returns from
making investments in these portfolio companies. If we are unable to uncover all material information about the target
portfolio company, we may not make a fully informed investment decision and may lose all or part of our investment.

•
Portfolio companies may have shorter operating histories, narrower product lines, smaller market shares
and/or more significant customer concentration than larger businesses, which tend to render them more
vulnerable to competitors’ actions and market conditions, as well as general economic downturns.

•

Portfolio companies may have limited financial resources and may be unable to meet their obligations under their debt
instruments that we hold, which may be accompanied by a deterioration in the value of any collateral and a reduction
in the likelihood of us realizing any guarantees from subsidiaries or affiliates of our portfolio companies that we may
have obtained in connection with our investment, as well as a corresponding decrease in the value of the equity
components of our investments.
In addition, in the course of providing significant managerial assistance to certain of our portfolio companies, certain
of our officers and directors may serve as directors on the boards of these companies. To the extent that litigation
arises out of our investments in these companies, our officers and directors may be named as defendants in such
litigation, which could result in an expenditure of funds for claims in excess of our directors� and officers� insurance
coverage (through our indemnification of our officers and directors) and the diversion of management�s time and
resources.
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The lack of liquidity in our investments may adversely affect our business.

We invest, and will continue to invest, in portfolio companies whose securities are not publicly traded. These
securities are generally subject to legal and other restrictions on resale or will otherwise be less liquid than publicly
traded securities. As a result, we do not expect to achieve liquidity in our investments in the near-term. The illiquidity
of these investments may make it difficult for us to sell these investments when desired. In addition, if we are required
to liquidate all or a portion of our portfolio quickly, we may realize significantly less than the value at which we had
previously recorded these investments and, as a result, we may suffer losses.

Defaults by our portfolio companies could harm our operating results.

Portfolio companies may fail to satisfy financial, operating or other covenants imposed by us or other lenders, which
could lead to a default and, potentially, acceleration of its loans and foreclosure on its secured assets. These events
could trigger cross-defaults under other agreements and jeopardize the portfolio company�s ability to meet its
obligations, including under the debt or equity securities we hold. We may also incur expenses to the extent necessary
to recover upon a default or to negotiate new terms with the defaulting portfolio company.

Our investments in equity securities involve a substantial degree of risk.

We may purchase common stock and other equity securities, including warrants. Although equity securities have
historically generated higher average total returns than fixed-income securities over the long term, equity securities
have also experienced significantly more volatility in those returns. The equity securities we acquire may fail to
appreciate and may decline in value or become worthless, and our ability to recover our investment depends on our
portfolio company�s success. Investments in equity securities involve a number of significant risks, including the risk
of further dilution as a result of additional issuances, inability to access additional capital and failure to pay current
distributions. Investments in preferred securities involve special risks, such as the risk of deferred distributions, credit
risk, illiquidity and limited voting rights.

We may not realize gains from our equity investments.

Certain investments that we have made in the past and may make in the future include warrants or other equity
securities. Investments in equity securities involve a number of significant risks, including the risk of further dilution
as a result of additional issuances, inability to access additional capital and failure to pay current distributions.
Investments in preferred securities involve special risks, such as the risk of deferred distributions, credit risk,
illiquidity and limited voting rights. In addition, we may from time to time make non-control, equity investments in
portfolio companies. Our goal is ultimately to realize gains upon our disposition of these equity interests. However,
the equity interests we receive may not appreciate in value and, in fact, may decline in value. Accordingly, we may
not be able to realize gains from our equity interests, and any gains that we do realize on the disposition of any equity
interests may not be sufficient to offset any other losses we experience. We also may be unable to realize any value if
a portfolio company does not have a liquidity event, such as a sale of the business, recapitalization or public offering,
which would allow us to sell the underlying equity interests. We often seek puts or similar rights to give us the right to
sell our equity securities back to the portfolio company issuer; however, we may be unable to exercise these put rights
for the consideration provided in our investment documents if the issuer is in financial distress.

Prepayments of our debt investments by our portfolio companies could adversely impact our results of
operations and reduce our return on equity.

We are subject to the risk that the investments we make in our portfolio companies may be repaid prior to maturity.
When this occurs, we will generally reinvest these proceeds in temporary investments, pending their future investment
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in new portfolio companies. These temporary investments will typically have substantially lower yields than the debt
being prepaid and we could experience significant delays in reinvesting these amounts. Any future investment in a
new portfolio company may also be at lower yields than the debt that was repaid. As a result, our results of operations
could be materially adversely affected if one or more of our portfolio companies elect to prepay amounts owed to us.
Additionally, prepayments could negatively impact our return on equity, which could result in a decline in the market
price of our securities.
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Changes in interest rates may affect our cost of capital, the value of investments and net investment income.

Some of our debt investments will bear interest at variable rates and the interest income from these investments could
be negatively affected by decreases in market interest rates. In addition, an increase in interest rates would make it
more expensive for us to use debt to finance our investments. As a result, a significant increase in market interest rates
could increase our cost of capital, which would reduce our net investment income. Also, an increase in interest rates
available to investors could make an investment in our securities less attractive than alternative investments, a
situation which could reduce the value of our securities. Conversely, a decrease in interest rates may have an adverse
impact on our returns by requiring us to seek lower yields on our debt investments and by increasing the risk that our
portfolio companies will prepay our debt investments, resulting in the need to redeploy capital at potentially lower
rates. A decrease in market interest rates may also adversely impact our returns on idle funds, which would reduce our
net investment income. In addition, certain of our debt investments and debt liabilities may bear interest at fixed rates.
To the extent that our fixed rate assets and liabilities are not perfectly hedged, our net investment income may
decrease based on changes in market interest rates. An increase in market interest rates may also decrease the fair
value of our fixed rate investments, as these may be less attractive securities in a rising rate environment.

There may be circumstances in which our debt investments could be subordinated to claims of other creditors
or we could be subject to lender liability claims.

Even though we may have structured certain of our investments as secured loans, if one of our portfolio companies
were to go bankrupt, depending on the facts and circumstances, and based upon principles of equitable subordination
as defined by existing case law, a bankruptcy court could subordinate all or a portion of our claim to that of other
creditors and transfer any lien securing our subordinated claim to the bankruptcy estate. The principles of equitable
subordination defined by case law have generally indicated that a claim may be subordinated only if its holder is
guilty of misconduct or where the senior loan is re-characterized as an equity investment and the senior lender has
actually provided significant managerial assistance to the bankrupt debtor. We may also be subject to lender liability
claims for actions taken by us with respect to a borrower�s business or instances where we exercise control over the
borrower. It is possible that we could become subject to a lender�s liability claim, including as a result of actions taken
in rendering significant managerial assistance or actions to compel and collect payments from the borrower outside
the ordinary course of business.

As a Regulated Investment Company, we may have certain regulatory restrictions that could preclude us from
making additional investments in our portfolio companies.

We may not have the ability to make additional investments in our portfolio companies. After our initial investment in
a portfolio company, we may be called upon from time to time to provide additional funds to that company or have
the opportunity to increase our investment or make follow-on investments. Any decisions not to make a follow-on
investment or any inability on our part to make such an investment may have a negative impact on a portfolio
company in need of such an investment, may result in a missed opportunity for us to increase our participation in a
successful operation or may reduce the expected return on the investment.

Second priority liens on collateral securing loans that we make to our portfolio companies may be subject to
control by senior creditors with first priority liens. If there is a default, the value of the collateral may not be
sufficient to repay in full both the first priority creditors and us.

Certain loans that we make are secured by a second priority security interest in the same collateral pledged by a
portfolio company to secure senior debt owed by the portfolio company to commercial banks or other traditional
lenders. Often the senior lender has procured covenants from the portfolio company prohibiting the incurrence of
additional secured debt without the senior lender�s consent. Prior to and as a condition of permitting the portfolio
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company to borrow money from us secured by the same collateral pledged to the senior lender, the senior lender will
require assurances that it will control the disposition of any collateral in the event of bankruptcy or other default. In
many cases, the senior lender will require us to enter into an �intercreditor agreement� prior to permitting the portfolio
company to borrow from us. Typically the intercreditor agreements we are requested to execute expressly subordinate
our debt instruments to those held by the senior lender and further provide that the senior lender shall control: (1) the
commencement of foreclosure or other proceedings to liquidate and collect on the collateral; (2) the nature, timing and
conduct of foreclosure or other collection
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proceedings; (3) the amendment of any collateral document; (4) the release of the security interests in respect of any
collateral; and (5) the waiver of defaults under any security agreement. Because of the control we may cede to senior
lenders under intercreditor agreements we may enter, we may be unable to realize the proceeds of any collateral
securing some of our loans.

Our portfolio companies may incur debt that ranks equally with, or senior to, our investments in those
companies.

We invest primarily in the secured term debt of LMM and UMM companies and equity issued by LMM companies.
Our portfolio companies may have, or may be permitted to incur, other debt that ranks equally with, or senior to, the
debt in which we invest. By their terms, these debt instruments may entitle the holders to receive payment of interest
or principal on or before the dates on which we are entitled to receive payments with respect to the debt instruments in
which we invest. Also, in the event of insolvency, liquidation, dissolution, reorganization or bankruptcy of a portfolio
company, holders of debt instruments ranking senior to our investment in that portfolio company would typically be
entitled to receive payment in full before we receive any distribution. After repaying its senior creditors, the portfolio
company may not have any remaining assets to use for repaying its obligation to us. In the case of debt ranking
equally with debt instruments in which we invest, we would have to share on an equal basis any distributions with
other creditors holding such debt in the event of an insolvency, liquidation, dissolution, reorganization or bankruptcy
of the relevant portfolio company.

RISKS RELATED TO OUR SECURITIES

The market price of our common stock may fluctuate significantly.

The market price and marketability of shares of our common stock may from time to time be significantly affected by
numerous factors, including:

•Market conditions;
•Our investment results;
•Trading volume of our stock;
•Departure of our key personnel;

•Changes in regulatory policies, accounting pronouncements or tax guidelines, particularly with respect to RICs or
BDCs; and
•Other influences and events over which we have no control and that may not be directly related to us.
Investing in shares of our common stock may involve an above average degree of risk.

The investments we make in accordance with our investment objectives may result in a higher amount of risk,
volatility or loss of principal than alternative investment options. Our investments in portfolio companies may be
highly speculative, and therefore, an investment in our common stock may not be suitable for investors with lower
risk tolerance.

Our common stock often trades at a discount from NAV.

Our common stock is listed on The Nasdaq Global Select Market, or Nasdaq. Shareholders desiring liquidity may sell
their shares on Nasdaq at current market value, which has often been below NAV. Shares of closed-end investment
companies frequently trade at discounts from NAV, which is a risk separate and distinct from the risk that a fund�s
performance will cause its NAV to decrease. We cannot predict whether our common stock will trade at, above or
below NAV. In addition, if our common stock trades below our NAV per share, we will generally not be able to issue
additional common stock at the market price unless our stockholders approve such a sale and our board of directors
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sell shares of our common stock in one or more offerings at prices below the then current NAV per share of our
common stock or issue securities to subscribe to, convert to or purchase shares of our common stock� for a discussion
related to us issuing shares of our common stock below NAV.
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The trading market or market value of our publicly issued debt securities or any convertible debt securities, if
issued, may be volatile.

The trading market for our publicly issued debt securities or any convertible debt securities may from time to time be
significantly affected by numerous factors, including:

•Creditworthiness;
•Terms, including, but not limited to, maturity, principal amount, redemption, and repayment or convertible features;
•Market and economic conditions; and
•Demand for our debt securities.
In addition, credit rating assessments by third parties regarding our ability to pay our obligations will generally affect
the market value of our debt securities.

We currently intend to pay quarterly dividends. However, in the future we may not pay any dividends
depending on a variety of factors.

While we intend to pay dividends to our shareholders out of taxable income available for distribution, there can be no
assurance that we will do so. Any dividends that we do pay may be payable in cash, in our stock, or in stock in any of
our holdings or in a combination of all three. All dividends will be paid at the discretion of our board of directors and
will depend upon our financial condition, maintenance of our RIC tax treatment, and compliance with applicable BDC
regulations.

We currently pay dividends in cash, in the future we may choose to pay dividends in our own stock, in which
case you may be required to pay tax in excess of the cash you receive.

We may distribute taxable dividends that are payable in part in our stock. Under certain applicable provisions of the
Code and the Treasury regulations, distributions payable by us in cash or in shares of stock (at the shareholders
election) would satisfy the annual distribution requirement for a RIC. The IRS has issued private letter rulings
providing that a dividend payable in stock or in cash at the election of the shareholders will be treated as a taxable
dividend eligible for the dividends paid deduction provided that at least 20.0% of the total dividend is payable in cash
and certain other requirements are satisfied. Taxable shareholders receiving such dividends will be required to include
the full amount of the dividend as ordinary income (or as long-term capital gain to the extent such dividend is properly
reported as a capital gain dividend) to the extent of our current and accumulated earnings and profits for U.S. federal
income tax purposes. As a result, a U.S. shareholder may be required to pay tax with respect to such dividends in
excess of any cash received. If a U.S. shareholder sells the stock it receives as a dividend in order to pay this tax, the
sales proceeds may be less than the amount included in income with respect to the dividend, depending on the market
price of our stock at the time of the sale. Furthermore, with respect to non-U.S. shareholders, we may be required to
withhold U.S. tax with respect to such dividends, including in respect of all or a portion of such dividends payable in
stock. In addition, if a significant number of our shareholders determine to sell shares of our stock in order to pay
taxes owed on dividends, it may put downward pressure on the trading price of our stock.

We may not be able to invest a significant portion of the net proceeds from a future offering on acceptable
terms, which could harm our financial condition and operating results.

Delays in investing the net proceeds raised in an offering may cause our performance to be worse than that of other
fully invested BDCs or other lenders or investors pursuing comparable investment strategies. We cannot assure you
that we will be able to identify any investments that meet our investment objective or that any investment that we
make will produce a positive return. We may be unable to invest the net proceeds of any offering on acceptable terms
within the time period that we anticipate or at all, which could harm our financial condition and operating results.
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In the event that we cannot invest our net proceeds as desired we will invest the net proceeds from any offering
primarily in cash, cash equivalents, U.S. Government securities and other high-quality debt investments that mature in
one year or less from the time of investment. These securities may have lower yields than our other investments and
accordingly may result in lower distributions, if any, during such period.
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Terms relating to redemption may materially adversely affect the return on our debt securities.

If our debt securities are redeemable at our option, we may choose to redeem the debt securities at times when
prevailing interest rates are lower than the interest rate paid on the debt securities. In addition, if the debt securities are
subject to mandatory redemption, we may be required to redeem the debt securities at times when prevailing interest
rates are lower than the interest rate paid on the debt securities. In this circumstance, a holder of our debt securities
may not be able to reinvest the redemption proceeds in a comparable security at an effective interest rate as high as the
debt securities being redeemed.

Provisions of the Texas law and our charter could deter takeover attempts and have an adverse impact on the
price of our common stock.

Texas law and our charter contain provisions that may have the effect of discouraging, delaying or making difficult a
change in control. The existence of these provisions, among others, may have a negative impact on the price of our
common stock and may discourage third-party bids for ownership of our company. These provisions may prevent any
premiums being offered to you for our common stock.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This registration statement and any accompanying prospectus supplement include or incorporate by reference
�forward-looking statements� within the meaning of Section 27A of the Securities Act, Section 21E of the Exchange
Act and the Private Securities Litigation Reform Act of 1995. This registration statement contains forward-looking
statements regarding the plans and objectives of management for future operations. Any such forward-looking
statements may involve known and unknown risks, uncertainties and other factors which may cause our actual results,
performance or achievements to be materially different from future results, performance or achievements expressed or
implied by any forward-looking statements. Forward-looking statements, which involve assumptions and describe our
future plans, strategies and expectations are generally identifiable by use of the words �may,� �predict,� �will,�
�continue,� �likely,� �would,� �could,� �should,� �expect,� �anticipate,� �potential,� �estimate,� �indicate,�
�seek,� �believe,� �target,� �intend� or �project� or the negative of these words or other variations on these words
or comparable terminology. These forward-looking statements involve risks and uncertainties and are based on
assumptions that may be incorrect, and we cannot assure you that the projections included in these forward-looking
statements will come to pass. Accordingly, there are or will be important factors that could cause our actual results to
differ materially from those expressed or implied by the forward-looking statements. We believe these factors include,
but are not limited to, the following:

•our future operating results;

•market conditions and our ability to access debt and equity capital and our ability to manage our capital resources
effectively;
•the timing of cash flows, if any, from the operations of our portfolio companies;
•our business prospects and the prospects of our existing and prospective portfolio companies;
•the financial condition and ability of our existing and prospective portfolio companies to achieve their objectives;
•the adequacy of our cash resources and working capital;
•our ability to recover unrealized losses;
•our expected financings and investments;
•our contractual arrangements and other relationships with third parties;
•the impact of fluctuations in interest rates on our business;
•the impact of a protracted decline in the liquidity of credit markets on our business;

•our ability to operate as a BDC and a RIC, including the impact of changes in laws or regulations governing our
operations or the operations of our portfolio companies;
•the dependence of our future success on the general economy and its impact on the industries in which we invest;
•our ability to successfully invest any capital raised in an offering;
•the return or impact of current and future investments;
•our transition to a debt focused investment strategy;
•the valuation of our investments in portfolio companies, particularly those having no liquid trading market;
•our regulatory structure and tax treatment; and
•the timing, form and amount of any dividend distributions.
For a discussion of these and other factors that could cause our actual results to differ materially from forward-looking
statements contained in this registration statement, please see the discussion under �Risk Factors.� You should not place
undue reliance on these forward-looking statements and you should carefully consider all of the factors identified in
this registration statement that could cause actual results to differ. The forward-looking statements made in this
registration statement relate only to events as of the date on which the
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statements are made. Although we undertake no obligation to revise or update any forward-looking statements,
whether as a result of new information, future events or otherwise, you are advised to consult any additional
disclosures that we may make directly to you, including in the form of a prospectus supplement or post-effective
amendment to this registration statement, or through reports that we file with the SEC, including annual reports on
Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K.
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USE OF PROCEEDS

Unless otherwise specified in a prospectus supplement, we intend to use the net proceeds from any offering to make
investments in LMM and UMM portfolio companies in accordance with our investment objective and strategies.
While we work to invest these proceeds in LMM and UMM portfolio companies, we may use the proceeds to make
investments in marketable securities and other temporary investments, to pay down revolver debt outstanding, and for
other general corporate purposes, including payment of operating expenses. We anticipate that substantially all of any
remainder of the net proceeds of an offering will be invested in accordance with our investment objective within
twelve months following completion of such offering, depending on the availability of appropriate investment
opportunities consistent with our investment objectives and market conditions. We cannot assure you that we will
achieve our targeted investment pace. Pending our investments in portfolio companies, we will invest the remaining
net proceeds of an offering primarily in cash, cash equivalents, U.S. Government securities and other high-quality
debt investments that mature in one year or less from the time of investment. These securities may have lower yields
than our other investments and accordingly may result in lower distributions, if any, during such period.

We intend to raise new equity or issue debt securities when we have attractive opportunities available. We did not
seek stockholder authorization to issue common stock at a price below NAV per share at our 2017 annual meeting of
stockholders. We do not anticipate seeking such authorization in the future. However, in the event we change our
position, we will seek the requisite approval of our common stockholders.
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PRICE RANGE OF COMMON STOCK AND DISTRIBUTIONS

Market Information

Our common stock is traded on Nasdaq under the symbol �CSWC.�

The following table set forth, for each fiscal quarter within the two most recent fiscal years and each full fiscal quarter
since the beginning of the current fiscal year, the range of high and low selling prices of our common stock as
reported on Nasdaq, as applicable, and the sales price as a percentage of the NAV per share of our common stock. The
prices and NAV on and before September 30, 2015 have not been adjusted to reflect the Share Distribution.

Price Range

Premium
(Discount) of
High Sales

Price to
NAV(2)

Premium
(Discount) of

Low Sales
Price to
NAV(2)NAV(1) High Low

Year ending March 31, 2018
Second Quarter (through September 5, 2017) $ * $ 17.50 $ 16.00 *% *%
First Quarter 17.96 17.34 15.20 (3.45 ) (15.37 )
Year ended March 31, 2017
Fourth Quarter $ 17.80 $ 16.91 $ 15.04 (5.00 )% (15.51 )%
Third Quarter 17.88 16.86 13.81 (5.70 ) (22.76 )
Second Quarter 17.74 15.05 13.75 (15.16 ) (22.49 )
First Quarter 17.39 14.37 13.49 (17.37 ) (22.43 )
Year ended March 31, 2016
Fourth Quarter $ 17.34 $ 15.25 $ 13.19 (12.05 )% (23.93 )%
Third Quarter 17.22 17.45 13.43 1.34 (22.01 )
Second Quarter 17.68 50.49 (4) 42.76 (4) **(3) **(3)

First Quarter(4) 49.33 51.95 46.26 5.31 (6.22 )

(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 and low sales prices. The NAVs shown are based on outstanding shares at the end of
each period.

(2)Calculated as the respective high or low share price divided by NAV and subtracting 1.
(3)Not relevant as a result of Share Distribution.
(4)Numbers have not been adjusted to reflect the Share Distribution.
On August 28, 2017, we had 375 stockholders of record. On September 5, 2017, the last sale price of our common
stock on Nasdaq was $16.48 per share.

Shares of BDCs may trade at a market price that is less than the value of the net assets attributable to those shares. The
possibility that our shares of common stock will trade at a discount from NAV per share or at premiums that are
unsustainable over the long term are separate and distinct from the risk that our NAV per share will decrease. It is not
possible to predict whether our common stock will trade at, above, or below NAV per share. As we continue to make
investments and grow our balance sheet through the use of leverage, we believe we will achieve a market dividend
yield which should allow us to trade at or above NAV.
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We intend to make distributions on a quarterly basis to our shareholders of substantially all of our taxable income. In
lieu of cash, we may make deemed distributions of certain net capital gains to our shareholders.
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The payment dates and amounts of cash dividends per share on a post-split basis for the past five years are as follows:

Payment Date
Cash

Dividend
November 30, 2012 0.10
March 28, 2013 0.69
May 31, 2013 0.10
November 29, 2013 0.10
May 30, 2014 0.10
November 28, 2014 0.10
June 10, 2015 0.10
April 1, 2016 0.04
July 1, 2016 0.06
October 1, 2016 0.11
January 3, 2017 0.17
April 3, 2017(1) 0.45
July 3, 2017 0.21

(1)On April 3, 2017, CSWC paid a quarterly dividend of 0.19 per share and a special dividend of 0.26 per share.
The amounts and timing of cash dividend payments have generally been dictated by requirements of the Code
regarding the distribution of taxable net investment income (ordinary income) of regulated investment companies.

On March 1, 2016, we entered into a share repurchase agreement with Cantor Fitzgerald & Co. This agreement
established a plan in compliance with the requirements of Rules 10b5-1(c)(1)(i)(B) and 10b-18 under the Exchange
Act. The plan was established pursuant to a $10 million share repurchase program that the board approved on
January 20, 2016. This agreement became effective immediately and shall terminate on the earliest of: (1) the date on
which a total of $10 million worth of common shares have been purchased under the plan; (2) the date on which the
terms set forth in the purchase instructions have been met; or (3) the date that is one trading day after the date on
which insider notifies broker in writing that this agreement shall terminate. As of March 31, 2017 and 2016, no shares
have been purchased under the plan.

Distribution Policy

We generally intend to make distributions on a quarterly basis to our shareholders of substantially all of our taxable
income. In order to avoid certain excise taxes imposed on RICs, we must distribute during each calendar year an
amount at least equal to the sum of (1) 98.0% of our ordinary income for the calendar year, (2) 98.2% of our capital
gains in excess of capital losses for the one year period ended each October 31, and (3) any ordinary income and net
capital gains for the preceding year that were not distributed during that year. We will not be subject to excise taxes on
amounts on which we are required to pay corporate income tax (such as retained net capital gains). In order to obtain
the tax benefits applicable to RICs, we will be required to distribute to our shareholders with respect to each taxable
year at least 90.0% of our ordinary income and realized net short-term capital gains in excess of realized net long-term
capital losses. We may retain for investment realized net long-term capital gains in excess of realized net short-term
capital losses. We may make deemed distributions to our shareholders of any retained net capital gains. If this
happens, our shareholders will be treated as if they received an actual distribution of the capital gains we retain and
then reinvested the net after-tax proceeds in our common stock. Our shareholders also may be eligible to claim a tax
credit (or, in certain circumstances, a tax refund) equal to their allocable share of the tax we paid on the capital gains
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deemed distributed to them. We may, in the future, make actual distributions to our shareholders of some or all
realized net long-term capital gains in excess of realized net short-term capital losses. 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 have adopted a DRIP which provides for reinvestment of our distributions on behalf of our common shareholders
if opted into by a common shareholder.
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Shareholders who receive dividends in the form of stock generally are subject to the same U.S. federal, state and local
tax consequences as are shareholders who elect to receive their dividends in cash. A shareholder�s basis for
determining gain or loss upon the sale of stock received in a dividend from us will be equal to the total dollar amount
of the dividend payable to the shareholder. Any stock received in a dividend will have a holding period for tax
purposes commencing on the day following the day on which the shares are credited to the U.S. shareholder�s account.

Our ability to make distributions will be limited by the asset coverage requirements under the 1940 Act.
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RATIOS OF EARNINGS TO FIXED CHARGES

The following table contains our ratio of earnings to fixed charges for the periods indicated, computed as set forth
below. You should read these ratios of earnings to fixed charges in connection with our financial statements, including
the notes to those statements, included in this prospectus.

For the
Three

Months
Ended

June 30,
2017

For the
Year

Ended
March 31,

2017

For the
Year

Ended
March 31,

2016

For the
Year

Ended
March 31,

2015

For the
Year

Ended
March 31,

2014

For the
Year

Ended
March 31,

2013
Earnings to Fixed Charges(1) 8.57 26.53 (2) (2) (2) (2)

(1)Earnings include net realized and unrealized gains or losses. Net realized and unrealized gains or losses can vary
substantially from period to period.

•
Excluding net realized and unrealized gains and losses, the earnings to fixed charges ratio would be 5.85 for the three
months ended June 30, 2017, 10.77 for the year ended March 31, 2017, and unchanged for the years ended March 31,
2016, 2015, 2014 and 2013.
(2)There were no fixed charges for the years ended March 31, 2016, 2015, 2014 and 2013.
For purposes of computing the ratios of earnings to fixed charges, earnings represent net increase in net assets
resulting from operations plus (or minus) income tax expense (benefit) including excise tax expense plus fixed
charges. Fixed charges include interest and credit facility fees expense and amortization of debt issuance costs.
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SELECTED FINANCIAL DATA

The selected financial and other data below reflects the historical financial condition and the results of operations of
Capital Southwest Corporation as of and for each of the three months ended June 30, 2017 and 2016 and years ended
March 31, 2017, 2016, 2015, 2014 and 2013 have been derived from consolidated financial statements that have been
audited by Grant Thornton LLP, an independent registered public accounting firm. You should read this selected
financial and other data in conjunction with our �Management�s Discussion and Analysis of Financial Condition and
Results of Operations,� �Senior Securities� and the financial statements and related notes in this prospectus.

Selected Consolidated Financial Data
(In thousands except per share data)

Three Months
Ended

June 30, Year ended March 31,
2017 2016 2017 2016 2015 2014 2013

Income statement data:
Investment income:
Interest and dividends: $ 7,517 $ 3,991 $ 22,324 $ 8,033 $ 9,231 $ 11,915 $ 10,100
Interest income from cash and
cash equivalents 7 70 166 386 122 67 71
Fees and other income 200 96 984 741 595 625 664
Total investment income 7,724 4,157 23,474 9,160 9,948 12,607 10,835
Operating expenses:
Compensation-related
expenses 2,178 1,993 8,217 9,515 6,440 5,489 5,628
Interest expense 738 — 989 — — — —
General, administrative and
other 1,228 1,246 4,601 11,610 5,683 2,963 2,710
Total operating expenses 4,144 3,239 13,807 21,125 12,123 8,452 8,338
Income (loss) before income
taxes 3,580 918 9,667 (11,965 ) (2,175 ) 4,155 2,497
Income tax expense (benefit) 144 547 1,779 (1,278 ) 270 (739 ) 590
Net investment income (loss) 3,436 371 7,888 (10,687 ) (2,445 ) 4,894 1,907
Net realized gains (losses):
Non-control/Non-affiliate
investments 624 199 3,992 (9,575 ) 8,226 14,084 2,660
Affiliate investments — — 3,876 (1,458 ) 157,213 — 66,037
Control investments — — 28 231 (1,175 ) — 20,861
Net realized gains (losses) on
investments 624 199 7,896 (10,802 ) 164,264 14,084 89,558
Net unrealized appreciation
(depreciation) on investments 1,384 2,127 7,690 16,089 (108,377 ) 93,032 16,367

Edgar Filing: CAPITAL SOUTHWEST CORP - Form N-2

57



Net realized and unrealized
gains (losses) on investments 2,008 2,326 15,586 5,287 55,887 107,116 105,925
Net increase (decrease) in net
assets resulting from
operations $ 5,444 $ 2,697 $ 23,474 $ (5,400 ) $ 53,442 $ 112,010 $ 107,832
Net investment income (loss)
per share - basic and diluted $ 0.21 $ 0.02 $ 0.50 $ (0.68 ) $ (0.16 ) $ 0.32 $ 0.13
Net realized earnings per share
- basic and diluted(1) $ 0.25 $ 0.04 $ 1.00 $ (1.37 ) $ 10.45 $ 1.24 $ 6.03
Net increase (decrease) in net
assets from operations - basic
and diluted $ 0.34 $ 0.17 $ 1.48 $ (0.35 ) $ 3.44 $ 7.32 $ 7.09
Net asset value per common
share $ 17.96 $ 17.39 $ 17.80 $ 17.34 $ 49.30 $ 49.98 $ 43.30
Total dividends/distributions
declared per common share $ 0.21 $ 0.06 $ 0.79 $ 0.14 $ 0.20 $ 0.20 $ 5.29
Weighted average number of
shares outstanding – basic 16,010 15,725 15,825 15,636 15,492 15,278 15,177
Weighted average number of
shares outstanding – diluted 16,072 15,791 15,877 15,724 15,531 15,298 15,207

(1)�Net realized earnings per share – basic and diluted� is calculated as the sum of �Net investment income (loss)� and �Net
realized gain (loss) on investments� divided by weighted average shares outstanding – basic and diluted.
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Three Months
ended June 30, Year ended March 31,

2017 2016 2017 2016 2015 2014 2013
Balance sheet
data:
Assets:
Investments at
fair value $ 306,582 $ 175,915 $ 286,880 $ 178,436 $ 535,536 $ 677,920 $ 574,187
Cash and cash
equivalents 12,359 96,957 22,386 95,969 225,797 88,163 81,767
Interest, escrow
and other
receivables 4,368 4,497 4,308 6,405 4,418 1,371 2,756
Net pension assets — — — — 10,294 10,962 8,762
Deferred tax asset 1,858 1,874 2,017 2,342 — — —
Other assets 6,023 1,613 10,161 1,341 827 278 200
Total assets $ 331,190 $ 280,856 $ 325,752 $ 284,493 $ 776,872 $ 778,694 $ 667,672
Liabilities:
Credit facility $ 25,000 $ — $ 25,000 $ — $ — $ — $ —
Other liabilities 13,024 3,912 5,996 9,028 4,923 3,263 3,102
Dividends
payable 3,355 940 7,191 625 — — —
Accrued
restoration plan
liability 2,146 2,198 2,170 2,205 3,119 3,103 2,650
Deferred income
taxes 238 522 323 — 1,412 1,940 2,143
Total liabilities 43,763 7,572 40,680 11,858 9,454 8,306 7,895
Net assets 287,427 273,284 285,072 272,635 767,418 770,388 659,777
Total liabilities
and net assets $ 331,190 $ 280,856 $ 325,752 $ 284,493 $ 776,872 $ 778,694 $ 667,672
Other data:
Number of
portfolio
companies 28 23 28 23 22 27 28
Expense ratios
(as percentage of
average net
assets):
Total expenses,
excluding interest
expense 1.19 % 1.19 % 4.59 % 4.48 % 1.59 % 1.18 % 1.36 %
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion should be read in conjunction with our financial statements and the notes thereto included
elsewhere in this registration statement or an accompanying post-effective amendment or prospectus.

Statements we make in the following discussion which express a belief, expectation or intention, as well as those that
are not historical fact, are forward-looking statements that are subject to risks, uncertainties and assumptions. Our
actual results, performance or achievements, or industry results, could differ materially from those we express in the
following discussion as a result of a variety of factors, including the risks and uncertainties we have referred to under
the headings �Cautionary Statement Concerning Forward-Looking Statements� and �Risk Factors� in this
prospectus.

OVERVIEW

Capital Southwest Corporation, which we refer to as CSWC or the Company, is an internally managed investment
company that specializes in providing customized debt and equity financing to lower middle market, or LMM,
companies and debt capital to upper middle market, or UMM, companies in a broad range of investment segments
located primarily in the United States. Our principal investment objective is to produce attractive risk-adjusted returns
by generating current income from our debt investments and capital appreciation from our equity and equity related
investments. Our investment strategy is to partner with business owners, management teams and financial sponsors to
provide flexible financing solutions to fund growth, changes of control, or other corporate events. We invest primarily
in senior debt securities, secured by security interests in portfolio company assets, and in secured and unsecured
subordinated debt securities. We also invest in equity interests in our portfolio companies alongside our debt
securities.

We focus on investing in companies with histories of generating revenues and positive cash flow, established market
positions and proven management teams with strong operating discipline. We target senior debt, subordinated debt,
and equity investments in LMM companies, as well as first and second lien syndicated loans in UMM companies. Our
target LMM companies typically have annual EBITDA between $3.0 million and $15.0 million, and our LMM
investments generally range from $5.0 million to $20.0 million. Our UMM investments generally include syndicated
first and second lien loans in companies with EBITDA generally greater than $50.0 million, and our UMM
investments typically range from $5.0 million to $10.0 million.

We seek to fill the financing gap for LMM businesses, which, historically, have had more limited access to financing
from commercial banks and other traditional sources. The underserved nature of the LMM creates the opportunity for
us to meet the financing needs of LMM companies while also negotiating favorable transaction terms and equity
participations. Our ability to invest across a company�s capital structure, from secured loans to equity securities, allows
us to offer portfolio companies a comprehensive suite of financing options. Providing customized financing solutions
is important to LMM companies. We generally seek to partner directly with financial sponsors, entrepreneurs,
management teams and business owners in making our investments. Our LMM debt investments typically include
first lien senior debt, secured by a first lien on the assets of the portfolio company, as well as subordinated debt which
may either be unsecured or be secured by a �silent� second lien on the assets of the portfolio company. Our LMM
investments typically have a term of between five and seven years from the original investment date. We also often
seek to invest in the equity securities in our LMM portfolio companies. We believe that our investment strategy with
respect to LMM companies has limited correlation to the broader debt and equity markets.

Our investments in UMM companies primarily consist of direct investments in or secondary purchases of interest
bearing debt securities in privately held companies that are generally larger in size than the LMM companies included
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in our portfolio. Our UMM debt investments are generally secured by either a first or second priority lien on the assets
of the portfolio company and typically have an expected duration of between three and seven years from the original
investment date.
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CRITICAL ACCOUNTING POLICIES AND USE OF ESTIMATES

The preparation of our consolidated financial statements in accordance with Generally Accepted Accounting
Principles in the United States of America, or U.S. GAAP, requires management to make certain estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenues and expenses for the periods covered by the consolidated financial
statements. We have identified investment valuation and revenue recognition as our most critical accounting
estimates. On an on-going basis, we evaluate our estimates, including those related to the matters below. These
estimates are based on the information that is currently available to us and on various other assumptions that we
believe to be reasonable under the circumstances. Actual results could differ materially from those estimates under
different assumptions or conditions. A discussion of our critical accounting policies follows.

Valuation of Investments

The most significant determination inherent in the preparation of our consolidated financial statements is the valuation
of our investment portfolio and the related amounts of unrealized appreciation and depreciation. As of June 30, 2017
and March 31, 2017, our investment portfolio at fair value represented approximately 92.6% and 88.1%, respectively,
of our total assets. We are required to report our investments at fair value. We follow the provisions of Accounting
Standards Codification, or ASC, 820, Fair Value Measurements and Disclosures (�ASC 820�). ASC 820 defines fair
value, establishes a framework for measuring fair value, establishes a fair value hierarchy based on the quality of
inputs used to measure fair value, and enhances disclosure requirements for fair value measurements. ASC 820
requires us to assume that the portfolio investment is to be sold in the principal market to independent market
participants, which may be a hypothetical market. See Note 4 — �Fair Value Measurements� in the notes to consolidated
financial statements for the three months ended June 30, 2017 for a detailed discussion of our investment portfolio
valuation process and procedures.

Due to the inherent uncertainty in the valuation process, our determination of fair value for our investment portfolio
may differ materially from the values that would have been determined had a ready market for the securities actually
existed. In addition, changes in the market environment, portfolio company performance, and other events may occur
over the lives of the investments that may cause the gains or losses ultimately realized on these investments to be
materially different than the valuations currently assigned. We determine fair value of each individual investment and
record changes in fair value as unrealized appreciation or depreciation.

Our board of directors has the final responsibility for reviewing and approving, in good faith, our determination of the
fair value for our investment portfolio and our valuation procedures, consistent with Investment Company Act
of 1940, or 1940 Act, requirements. We believe our investment portfolio as of June 30, 2017 and March 31, 2017
approximates fair value as of those dates based on the markets in which we operate and other conditions in existence
on those reporting dates.

Revenue Recognition

Interest and Dividend Income

Interest and dividend income is recorded on an accrual basis to the extent amounts are expected to be collected.
Dividend income is recognized on the date dividends are declared. Discounts/premiums received to par on loans
purchased are capitalized and accreted or amortized into income over the life of the loan. In accordance with our
valuation policy, accrued interest and dividend income is evaluated periodically for collectability. When we do not
expect the debtor to be able to service all of its debt or other obligations, we will generally establish a reserve against
interest income receivable, thereby placing the loan or debt security on non-accrual status, and cease to recognize
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interest income on that loan or debt security until the borrower has demonstrated the ability and intent to pay
contractual amounts due. If a loan or debt security�s status significantly improves regarding ability to service debt or
other obligations, it will be restored to accrual basis. As of June 30, 2017, we did not have any investments on
non-accrual status.

Recently Issued Accounting Standards

In February 2016, the Financial Accounting Standards Board, or FASB, issued ASU 2016-02, Leases, which requires
lessees to recognize on the balance sheet a right-of-use asset, representing its right to use the underlying asset for the
lease term, and a lease liability for all leases with terms greater than 12 months. The guidance also
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requires qualitative and quantitative disclosures designed to assess the amount, timing, and uncertainty of cash flows
arising from leases. The standard requires the use of a modified retrospective transition approach, which includes a
number of optional practical expedients that entities may elect to apply. The new guidance is effective for annual
periods beginning after December 15, 2018, and interim periods therein. Early application is permitted. CSWC is
currently evaluating the impact the adoption of this new accounting standard will have on its consolidated financial
statements, but the impact of the adoption is not expected to be material.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). ASU 2014-09
supersedes the revenue recognition requirements under ASC Topic 605, Revenue Recognition, and most
industry-specific guidance throughout the Industry Topics of the ASC. The core principle of the guidance is that an
entity should recognize revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which an entity expects to be entitled in exchange for those goods or services. Under the
new guidance, an entity is required to perform the following five steps: (1) identify the contract(s) with a customer;
(2) identify the performance obligations in the contract; (3) determine the transaction price; (4) allocate the transaction
price to the performance obligations in the contract, and (5) recognize revenue when (or as) the entity satisfies a
performance obligation. The new guidance will significantly enhance comparability of revenue recognition practices
across entities, industries, jurisdictions and capital markets. Additionally, the guidance requires improved disclosures
as to the nature, amount, timing and uncertainty of revenue that is recognized. In May 2016, the FASB issued ASU
No. 2016-12, Revenue from Contracts with Customers (Topic 606)—Narrow-Scope Improvements and Practical
Expedients. This ASU clarified guidance on assessing collectability, presenting sales tax, measuring noncash
consideration, and certain transition matters. The FASB tentatively decided to defer the effective date of the new
revenue standard for public entities under U.S. GAAP for one year. The new guidance will be effective for the annual
reporting period beginning after December 15, 2017, including interim periods within that reporting period. Early
adoption would be permitted for annual reporting periods beginning after December 15, 2016. CSWC completed its
initial assessment in evaluating the potential impact on its consolidated financial statements and based on its initial
assessment determined that its financial contracts are excluded from the scope of ASU 2014-09. As a result of the
scope exception for financial contracts, the Company's management has determined that there will be no material
changes to the recognition timing and classification of revenues and expenses; additionally, the Company's
management does not expect the adoption of ASU 2014-09 to have a significant impact to pretax income upon
adoption. The Company will continue to evaluate the impacts of ASU 2014-09 through the date of adoption to ensure
that its initial assessment continues to remain accurate. Additionally, the Company is continuing its assessment of
ASU 2014-09�s impact on its consolidated financial statement disclosures.

INVESTMENT PORTFOLIO COMPOSITION

Our LMM investments primarily consist of secured debt, subordinated debt, equity warrants and direct equity
investments in privately held, LMM companies based in the United States. Our LMM portfolio companies generally
have annual EBITDA between $3.0 million and $15.0 million, and our LMM investments typically range from $5.0
million to $20.0 million. The LMM debt investments are typically secured by either a first or second priority lien on
the assets of the portfolio company, generally bear interest at floating rates, and generally have a term of between five
and seven years from the original investment date.

Our UMM investments primarily consist of direct investments in or secondary purchases of interest-bearing debt
securities in privately held companies based in the United States. that are generally larger in size than the LMM
companies included in our portfolio with EBITDA generally greater than $50.0 million. Our UMM investments
typically range from $5.0 million to $10.0 million. Our UMM debt investments are generally secured by ether a first
or second priority lien on the assets of the portfolio company and typically have a term of between three and seven
years from the original investment date.
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The total value of our investment portfolio was $306.6 million as of June 30, 2017, as compared to $286.9 million as
of March 31, 2017. As of June 30, 2017, we had investments in 28 portfolio companies with an aggregate cost of
$268.9 million. As of March 31, 2017, we had investments in 28 portfolio companies with an aggregate cost of $250.5
million.
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The following tables provide a summary of our investments in LMM and UMM companies as of June 30, 2017 and
March 31, 2017 (excluding our investment in I-45 SLF LLC):

As of June 30, 2017
LMM(a) UMM
(dollars in millions)

Number of portfolio companies 12 15
Fair value $ 146,005 $ 93,041
Cost $ 112,331 $ 91,812
% of portfolio at cost – debt 77.9 % 100.0 %
% of portfolio at cost – equity 22.1 % —
% of debt investments at cost secured by first lien 62.9 % 56.6 %
Weighted average annual effective yield(b)(c) 11.4 % 9.6 %
Weighted average EBITDA(c) $ 8.5 $ 94.2
Weighted average leverage through CSWC security(c)(d) 3.3 3.7

(a)At June 30, 2017, we had equity ownership in approximately 75.0% of our LMM investments.

(b)

The weighted-average annual effective yields were computed using the effective interest rates for all debt
investments at cost as of June 30, 2017, including accretion of original issue discount but excluding fees payable
upon repayment of the debt instruments and any debt investments on non-accrual status. As of June 30, 2017, there
were no investments on non-accrual status. Weighted-average annual effective yield is higher than what an investor
in shares in our common stock will realize on its investment because it does not reflect our expenses or any sales
load paid by an investor.

(c)Weighted average metrics are calculated using investment cost basis weighting.

(d)Includes CSWC debt investments only. Calculated as portfolio company debt through CSWC security divided by
adjusted EBITDA.

As of March 31, 2017
LMM(a) UMM
(dollars in millions)

Number of portfolio companies 10 17
Fair value $ 126,305 $ 97,180
Cost $ 93,822 $ 95,918
% of portfolio at cost – debt 74.8 % 100.0 %
% of portfolio at cost – equity 25.2 % —
% of debt investments at cost secured by first lien 61.5 % 51.2 %
Weighted average annual effective yield(b)(c) 11.4 % 9.6 %
Weighted average EBITDA(c) $ 7.4 $ 101.3
Weighted average leverage through CSWC security(c)(d) 3.1 4.0

(a)At March 31, 2017, we had equity ownership in approximately 70.0% of our LMM investments.
(b)The weighted-average annual effective yields were computed using the effective interest rates for all debt

investments at cost as of March 31, 2017, including accretion of original issue discount but excluding fees payable
upon repayment of the debt instruments and any debt investments on non-accrual status. As of June 30, 2016, there
were no investments on non-accrual status. Weighted-average annual effective yield is higher than what an investor
in shares in our common stock will realize on its investment because it does not reflect our expenses or any sales
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load paid by an investor.
(c)Weighted average metrics are calculated using investment cost basis weighting.

(d)Includes CSWC debt investments only. Calculated as portfolio company debt through CSWC security divided by
adjusted EBITDA.
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As of June 30, 2017 and March 31, 2017, our investment portfolio consisted of the following investments:

Fair
Value

Percentage
of

Total
Portfolio Cost

Percentage
of

Total
Portfolio

(dollars in millions)
June 30, 2017:
1st lien loans(1) $ 124.6 40.6 % $ 122.6 45.6 %
2nd lien loans 40.2 13.2 39.8 14.8
Subordinated debt 17.0 5.5 16.9 6.3
Preferred equity, common equity & warrants 57.3 18.7 24.8 9.2
I-45 SLF LLC(2) 67.5 22.0 64.8 24.1

$ 306.6 100.0 % $ 268.9 100.0 %

March 31, 2017:
1st lien loans(1) $ 107.8 37.6 % $ 106.8 42.6 %
2nd lien loans 47.2 16.5 46.9 18.7
Subordinated debt 12.5 4.3 12.4 4.9
Preferred equity, common equity & warrants 56.0 19.5 23.6 9.5
I-45 SLF LLC(2) 63.4 22.1 60.8 24.3

$ 286.9 100.0 % $ 250.5 100.0 %

(1)Included in 1st lien loans are loans structured as first lien last out loans. These loans may in certain cases be
subordinated in payment priority to other senior secured lenders.

(2)

I-45 SLF, LLC is a joint venture between CSWC and Main Street Capital. This entity primarily invests in
syndicated senior secured loans in the UMM. The portfolio companies held by I-45 SLF represent a diverse set of
industry classifications, which are similar to those in which CSWC invests directly. We own 80.0% of I-45 SLF
and have a profits interest of 75.6%, while Main Street Capital owns 20.0% and has a profits interest of 24.4%.
I-45 SLF’s Board of Managers makes all investment and operational decisions for the fund, and consists of equal
representation from our Company and Main Street.

PORTFOLIO ASSET QUALITY

We utilize an internally developed investment rating system to rate the performance and monitor the expected level of
returns for each debt investment in our portfolio. The investment rating system takes into account both quantitative
and qualitative factors of the portfolio company and the investments held therein, including each investment's
expected level of returns and the collectability of our debt investments, comparisons to competitors and other industry
participants and the portfolio company's future outlook. The ratings are not intended to reflect the performance or
expected level of returns of our equity investments.

•Investment Rating 1 represents the least amount of risk in our portfolio. The investment is performing materially
above underwriting expectations and the trends and risk factors are generally favorable.

•Investment Rating 2 indicates the investment is performing as expected at the time of underwriting and the trends and
risk factors are generally favorable to neutral.
•Investment Rating 3 involves an investment performing below underwriting expectations and the trends and risk
factors are generally neutral to negative. The portfolio company or investment may be out of compliance with
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financial covenants and interest payments may be impaired, however principal payments are generally not past due.

•
Investment Rating 4 indicates that the investment is performing materially below underwriting expectations, the
trends and risk factors are generally negative and the risk of the investment has increased substantially. Interest and
principal payments on our investment are likely to be impaired.
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The following table shows the distribution of our debt portfolio investments on the 1 to 4 investment rating scale at
fair value as of June 30, 2017 and March 31, 2017:

As of June 30, 2017

Investment Rating

Debt
Investments

at
Fair Value

Percentage
of

Debt
Portfolio

(dollars in thousands)
1 $ 4,276 2.4 %
2 177,449 97.6
3 — —
4 — —
Total $ 181,725 100.0 %

As of March 31, 2017

Investment Rating

Debt
Investments

at
Fair Value

Percentage
of

Debt
Portfolio

(dollars in thousands)
1 $ 12,173 7.3 %
2 155,276 92.7
3 — —
4 — —
Total $ 167,449 100.0 %

Interest and dividend income is recorded on an accrual basis to the extent amounts are expected to be collected. When
we do not expect the debtor to be able to service all of its debt or other obligations, we will generally establish a
reserve against interest income receivable, thereby placing the loan or debt security on non-accrual status, and cease to
recognize interest income on that loan or debt security until the borrower has demonstrated the ability and intent to
pay contractual amounts due.

As of June 30, 2017 and March 31, 2017, we did not have any investments on non-accrual status.

Investment Activity

During the three months ended June 30, 2017, we made debt investments in four new portfolio companies totaling
$32.1 million, follow-on debt investments in one portfolio company totaling $4.1 million, and equity investments in
one existing and one new portfolio company totaling $1.0 million. We also funded $4.0 million on our existing equity
commitment to I-45 SLF. We received contractual principal repayments totaling approximately $4.9 million and full
prepayments of approximately $19.2 million from four portfolio companies.

During the year ended March 31, 2017, we made investments in fourteen portfolio companies, including two
follow-ons in existing portfolio companies, totaling $145.8 million. We received proceeds from sales and repayments
of debt investments in portfolio companies of $45.6 million. In addition, we received proceeds from sales and return
of capital of equity investments in portfolio companies totaling $7.7 million and recognized net realized gains on
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Total portfolio investment activity for the three months ended June 30, 2017 and year ended March 31, 2017 was as
follows (dollars in thousands):

Three months ended June 30, 2017
1st Lien
Loans

2nd Lien
Loans

Subordinated
Debt

Preferred
&

Common
Equity

I-45 SLF,
LLC Total

Fair value, beginning of period $ 107,817 $ 47,177 $ 12,485 $ 56,006 $ 63,395 $ 286,880
New investments 32,113 — 4,508 1,041 4,000 41,662
Proceeds from sales of investments — — — (15 ) — (15 )
Principal repayments received (16,905 ) (7,219 ) — — — (24,124 )
PIK interest earned — — 2 71 — 73
Accretion of loan discounts 142 32 9 — — 183
Realized gain 465 144 — 15 624
Unrealized gain (loss) 900 92 (3 ) 170 140 1,299
Fair value, end of period $ 124,532 $ 40,226 $ 17,001 $ 57,288 $ 67,535 $ 306,582
Weighted average yield on debt
investments at end of period 10.51 %
Weighted average yield on total
investments at end of period 10.43 %

Year ended March 31, 2017
1st Lien
Loans

2nd Lien
Loans

Subordinated
Debt

Preferred
&

Common
Equity

I-45 SLF,
LLC Total

Fair value, beginning of period $ 39,491 $ 38,227 $ 15,114 $ 49,267 $ 36,337 $ 178,436
New investments 101,857 17,133 — 3,174 24,000 146,164
Proceeds from sales of investments — (2,507 ) — (7,955 ) — (10,462 )
Principal repayments received (36,168 ) (7,050 ) — (60 ) — (43,278 )
Accretion of loan discounts 303 97 34 — — 434
Realized gain (loss) 1,515 207 — 6,174 — 7,896
Unrealized gain (loss) 819 1,070 52 2,691 3,058 7,690
Conversion of security from debt to
equity — — (2,715 ) 2,715 — —
Fair value, end of period $ 107,817 $ 47,177 $ 12,485 $ 56,006 $ 63,395 $ 286,880
Weighted average yield on debt
investments at end of period 10.28 %
Weighted average yield on total
investments at end of period 10.49 %
RESULTS OF OPERATIONS

The composite measure of our financial performance in the Consolidated Statements of Operations is captioned �Net
increase (decrease) in net assets from operations� and consists of three elements. The first is �Net investment income
(loss),� which is the difference between income from interest, dividends and fees and our combined operating and
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interest expenses, net of applicable income taxes. The second element is �Net realized gain (loss) on investments before
income tax,� which is the difference between the proceeds received from the disposition of portfolio securities and their
stated cost, net of applicable income tax expense based on our tax year. The third element is the �Net increase
(decrease) in unrealized appreciation of investments, net of tax,� which is the net change in the market or fair value of
our investment portfolio, compared with stated cost. It should be noted that the �Net realized gain (loss) on investments
before income tax� and �Net increase (decrease) in unrealized appreciation of investments, net of tax� are directly related
in that when an appreciated portfolio security is sold to realize a gain, a corresponding decrease in net unrealized
appreciation occurs by transferring the gain associated with the transaction from being �unrealized� to being �realized.�
Conversely, when a loss is realized on a depreciated portfolio security, an increase in net unrealized appreciation
occurs.
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Comparison of three months ended June 30, 2017 and June 30, 2016

Three Months
Ended

June 30, Net Change
2017 2016 Amount %

(in thousands)
Total investment income $ 7,724 $ 4,157 $ 3,567 85.8 %
Total operating expenses (4,144 ) (3,239 ) (905 ) 27.9 %
Income before income taxes 3,580 918 2,662 290.0 %
Income tax expense 144 547 (403 ) (73.7 )%
Net investment income 3,436 371 3,065 826.1 %
Net realized gain on investments before income tax 624 199 425 213.6 %
Net increase in net unrealized appreciation on investments, net of tax 1,384 2,127 (743 ) (34.9 )%
Net increase in net assets from operations $ 5,444 $ 2,697 $ 2,747 101.9 %

Investment Income

Total investment income consisted of interest income, management fees, dividend income and other income for each
applicable period. For the three months ended June 30, 2017, CSWC reported investment income of $7.7 million, a
$3.6 million, or 85.8%, increase as compared to the three months ended June 30, 2016. The increase was primarily
due to a $2.2 million, or 99.9%, increase in interest income generated from our debt investments, as well as an
increase of $1.2 million in dividend income due to dividends received from I-45 SLF LLC.

Operating Expenses

Due to the nature of our business, the majority of our operating expenses are related to employees� and directors�
compensation, office expenses, and legal, professional and accounting fees.

For the three months ended June 30, 2017, our total operating expenses were $4.1 million, an increase of $0.9 million,
or 27.9%, as compared to the total operating expenses of $3.2 million for the three months ended June 30, 2016. The
increase was primarily attributable to a $0.7 million increase in interest expense incurred on our senior secured credit
facility, or the Credit Facility, during the three months ended June 30, 2017.

Net Investment Income

For the three months ended June 30, 2017, income before income taxes increased by $2.7 million, or 290.0%. As a
result of the $3.6 million increase in total investment income, offset by a $0.9 million increase in operating expenses,
net investment income increased from the prior year period by $3.1 million to $3.4 million.

Increase in Net Assets from Operations

During the three months ended June 30, 2017, we recognized realized gains totaling $0.6 million, which consisted of
net gains on the partial repayments of two non-control/non-affiliate investments, full repayment on four
non-control/non-affiliate investments, and the sale of one non-control/non-affiliate equity investment.
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In addition, during the three months ended June 30, 2017, we recorded a net increase in unrealized appreciation of
investments totaling $1.4 million, consisting of net unrealized appreciation on our current portfolio of $1.5 million,
the reversal of $0.2 million of net unrealized appreciation recognized in prior periods due to realized gains noted
above, and net unrealized appreciation related to deferred tax associated with our direct wholly-owned subsidiary that
has been elected to be a taxable entity, or the Taxable Subsidiary, of $0.1 million.

During the three months ended June 30, 2016, we recognized realized gains totaling $0.2 million, which consisted of
net gains on the partial repayments of four non-control/non-affiliate investments and prepayment of one
non-control/non-affiliate investment. In addition, during the three months ended June 30, 2016, we recorded a net
increase in unrealized appreciation of investments totaling $2.1 million, consisting of net unrealized
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appreciation on our current portfolio of $2.7 million, the reversal of $0.1 million of net unrealized appreciation
recognized in prior periods due to realized gains noted above, and net unrealized depreciation related to deferred tax
associated with the Taxable Subsidiary of $0.5 million.

Comparison of years ended March 31, 2017 and March 31, 2016

Year ended March 31, Net Change
2017 2016 Amount %

(in thousands)
Total investment income $ 23,474 $ 9,160 $ 14,314 156.3 %
Total operating expenses (13,807 ) (21,125 ) 7,318 34.6 %
Pre-tax net investment income (loss) 9,667 (11,965 ) 21,632 180.8 %
Income tax expense (benefit) 1,779 (1,278 ) 3,057 239.2 %
Net investment income (loss) 7,888 (10,687 ) 18,575 173.8 %
Net realized gain (loss) on investments before income tax 7,896 (10,802 ) 18,698 173.1 %
Net increase (decrease) in net unrealized appreciation on
investments 7,690 16,089 (8,399 ) 52.2 %
Net increase (decrease) in net assets from operations $ 23,474 $ (5,400 ) $ 28,874 (534.7 )%
Investment Income

Total investment income consisted of interest income, management fees, dividend income and other income for each
applicable period. For the year ended March 31, 2017, total investment income was $23.5 million, a $14.3 million,
or 156.3%, increase over total investment income of $9.2 million for the year ended March 31, 2016. This increase
was primarily due to a $7.9 million, or 176.0% increase in interest income generated from our debt investments, as
well as an increase of $6.4 million, or 182.0% increase in dividend income due to dividends received from I-45 SLF
LLC and Media Recovery, Inc. Total investment income also includes interest income we earn from the short-term
investment of cash funds, and the annual amount of such income varies based upon the average level of funds invested
during the year and fluctuations in short-term interest rates. During the two years ended March 31, we had interest
income from cash and cash equivalents of $0.2 million in 2017 and $0.4 million in 2016.

We receive management fees primarily from our controlled affiliate investments which aggregated $0.4 million
in 2017 and $0.7 million in 2016. We also received other miscellaneous income of approximately $0.6 million and
$0.1 million during the years ended March 31, 2017 and 2016, respectively, related primarily to other portfolio
company activity.

Operating Expenses

For the year ended March 31, 2017, total operating expenses were $13.8 million, a $7.3 million, or 34.6%, decrease
over total operating expenses of $21.2 million for the year ended March 31, 2016. Due to the nature of our business as
an investment company, the majority of our operating expenses are related to employee and director compensation,
office expenses, legal, professional and accounting fees and pension expenses. The decrease from 2016 is primarily
due to expenses of $7.0 million related to the spin-off, or Share Distribution, of CSW Industrials, Inc., or CSWI,
incurred during 2016.

Net Investment Income/Loss
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Primarily as a result of the $14.3 million increase in total investment income and the $7.3 million decrease in
expenses, net investment income for the fiscal year ended March 31, 2017 was $7.9 million compared to net
investment loss of $10.7 million during the fiscal year ended March 31, 2016.

Increase/Decrease in Net Assets from Operations

During the fiscal year ended March 31, 2017, we recognized realized gains totaling $7.9 million which consisted of
net gains on the partial repayments of 22 non-control/non-affiliate investments, prepayment of five
non-control/non-affiliate investments and the sale of certain equity securities.
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In addition, during the fiscal year ended March 31, 2017, we recorded a net increase in unrealized appreciation on
investments totaling $7.7 million, consisting of net unrealized appreciation on our current portfolio of $15.1 million,
the reversal of $7.1 million of net unrealized appreciation recognized in prior periods due to the realized gains noted
above, and net unrealized depreciation related to deferred tax associated with the Taxable Subsidiary of $0.3 million.

During the fiscal year ended March 31, 2016, we recognized a total net realized loss of $10.8 million consisting of the
difference between $19.7 million of proceeds from disposition of investments and $30.5 million of cost from four
partial repayments of investments and the disposition of twelve investments.

In addition, for the fiscal year ended March 31, 2016, we recorded a net increase in unrealized appreciation on
investments of $16.1 million, consisting of net unrealized appreciation on our current portfolio of $7.6 million and net
unrealized appreciation reclassification adjustments of $8.5 million related to the realized gains and losses noted
above.

As a result of these events, our net increase in net assets from operations during the year ended March 31, 2017 was
$23.5 million as compared to a decrease in net assets from operations of $5.4 million for the year ended March 31,
2016.

Comparison of years ended March 31, 2016 and March 31, 2015

Year ended March 31, Net Change
2016 2015 Amount %

(in thousands)
Total investment income $ 9,160 $ 9,948 $ (788 ) (7.9 )%
Total operating expenses (21,125 ) (12,123 ) (9,002 ) (74.3 )%
Pre-tax net investment (loss) income (11,965 ) (2,175 ) (9,790 ) (450.1 )%
Income tax (benefit) expense (1,278 ) 270 (1,548 ) 573.3 %
Net investment (loss) income (10,687 ) (2,445 ) (8,242 ) (337.1 )%
Net realized (loss) gain on investments before income tax (10,802 ) 164,264 (175,066 ) 106.6 %
Net increase (decrease) in net unrealized appreciation on
investments 16,089 (108,377 ) 124,466 114.8 %
Net (decrease) increase in net assets from operations $ (5,400 ) $ 53,442 $ (58,842 ) (110.1 )%
Investment Income

Total investment income consisted of interest income, management fees, dividend income and other income for each
applicable period. For the year ended March 31, 2016, total investment income was $9.2 million, a $0.8 million,
or 7.9%, decrease over total investment income of $9.9 million for the year ended March 31, 2015. This decrease was
primarily attributable to a $5.5 million or 61.0%, decrease in dividend income principally due to the elimination of
dividend income from The RectorSeal Corporation as a result of the Share Distribution. This decrease was offset by
dividend income of $1.8 million from Media Recovery, Inc. and approximately $4.5 million of interest income
generated from our debt investments. Total investment income also includes interest income we earn from the
short-term investment of cash funds, and the annual amount of such income varies based upon the average level of
funds invested during the year and fluctuations in short-term interest rates. During the two years ended March 31,
2016, we had interest income from cash and cash equivalents of $0.4 million in 2016 and $0.1 million in 2015.
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We receive management fees primarily from our controlled affiliate investments which aggregated $0.7 million
in 2016 and $0.6 million in 2015. We also received other miscellaneous income of approximately $0.1 million and
$0.04 million during the years ended March 31, 2016 and 2015, respectively, related primarily to other portfolio
company activity.

Operating Expenses

Total operating expenses increased by $9.0 million, or 74.3% during the year ended March 31, 2016 as compared to
the year ended March 31, 2015. The increase in 2016 was primarily due to expenses of $7.0 million
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related to the Share Distribution, as well as expenses of $1.3 million related to the spin-off compensation plan.
Additionally, total compensation expenses of $7.0 million include approximately $1.6 million of compensation
expense for employees who transferred to CSWI following the Share Distribution.

Net Investment Income/Loss

Primarily as a result of the $0.8 million decrease in total investment income and the $9.0 million increase in expenses,
net investment loss for the fiscal year ended March 31, 2016 was $10.7 million compared to net investment loss of
$2.4 million during the fiscal year ended March 31, 2015.

Increase/Decrease in Net Assets from Operations

During the fiscal year ended March 31, 2016, we recognized a total net realized loss of $10.8 million consisting of the
difference between $19.7 million of proceeds from disposition of investments and $30.5 million of cost from
investments derived from the aforementioned sources.

In addition, for the fiscal year ended March 31, 2016, we recorded a net increase in unrealized appreciation on
investments of $16.1 million, consisting of net unrealized appreciation on our current portfolio of $7.6 million and net
unrealized appreciation reclassification adjustments of $8.5 million related to the realized gains and losses noted
above.

During the fiscal year ended March 31, 2015, we sold our interests in Alamo Group, Inc., which generated a realized
gain of $112.9 million. We also sold our interests in Encore Wire Corporation, which resulted in a realized gain of
$44.3 million. We also sold our ownership in KBI Biopharma, Inc., for cash proceeds of $18.9 million and a realized
gain of $14.4 million. In addition, we sold our interests in Trax Holdings, Inc. for cash proceeds of $16.1 million,
resulting in a realized gain of $7.9 million. These gains were offset by a $14.8 million realized loss from the sale of
Cinatra Clean Technologies, Inc., a $1.2 million realized loss related to the liquidation of Discovery Alliance, LLC,
and a realized loss of $0.2 million from the liquidation of Tristate Capital Holdings, Inc. In addition, for the fiscal year
ended March 31, 2015, we recorded net unrealized depreciation of $108.4 million, consisting of net unrealized
appreciation on our current portfolio of $98.6 million and net unrealized depreciation reclassification adjustments of
$207.0 million related to the realized gains and losses noted above.

As a result of these events, our net decrease in net assets from operations during the year ended March 31, 2016 was
$5.4 million as compared to an increase in net assets from operations of $53.4 million for the year ended March 31,
2015.

FINANCIAL LIQUIDITY AND CAPITAL RESOURCES

Management believes that the Company�s cash and cash equivalents, cash available from investments, and
commitments under the Credit Facility are adequate to meet its needs for the next twelve months.

Cash

At June 30, 2017, the Company had cash and cash equivalents of approximately $12.4 million.

At March 31, 2017, we had cash and cash equivalents of approximately $22.4 million.

Financing Transactions
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In August 2016 we entered into the Credit Facility, which provides additional liquidity to support our investment and
operational activities. The Credit Facility includes total commitments of $100.0 million from a diversified group of
five lenders and is scheduled to mature August 30, 2020. The Credit Facility also contains an accordion feature which
allows us to increase the total commitments under the facility up to $150.0 million from new and existing lenders on
the same terms and conditions as the existing commitments.

Borrowings under the Credit Facility bear interest on a per annum basis at a rate equal to the applicable London
Interbank Offered Rate, or LIBOR, rate plus 3.25% with no LIBOR floor. We pay unused commitment fees of 0.50%
to 1.50% per annum, based on utilization, on the unused lender commitments under the Credit Facility.
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The Credit Facility contains certain affirmative and negative covenants, including but not limited to: (1) certain
reporting requirements, (2) maintaining regulated investment company, or RIC, and business development company,
or BDC, status, (3) maintaining a minimum shareholders� equity, (4) maintaining a minimum consolidated net worth,
(5) maintaining a regulatory asset coverage of not less than 200.0%, (6) maintaining a consolidated interest coverage
ratio of at least 2.5 to 1.0, and (7) at any time the outstanding advances exceed 90.0% of the borrowing base,
maintaining a minimum liquidity of not less than 10.0% of the covered debt amount.

The Credit Facility also contains customary events of default, including, without limitation, nonpayment,
misrepresentation of representations and warranties in a material respect, breach of covenant, bankruptcy, and change
of control, with customary cure and notice provisions. If we default on our obligations under the Credit Facility, the
lenders may have the right to foreclose upon and sell, or otherwise transfer, the collateral subject to their security
interests.

The Credit Facility is secured by (1) substantially all of the present and future property and assets of the Company and
the guarantors and (2) 100.0% of the equity interests in the Company�s wholly-owned subsidiaries. As of June 30,
2017, substantially all of the Company�s assets were pledged as collateral for the Credit Facility.

At June 30, 2017, CSWC had $25.0 million in borrowings outstanding under the Credit Facility. CSWC recognized
interest expense related to the Credit Facility, including unused commitment fees and amortization of deferred loan
costs of $0.7 million for the three months ended June 30, 2017. The weighted average interest rate on the Credit
Facility was 4.45% as of June 30, 2017. As of June 30, 2017, CSWC was in compliance with all financial covenants
under the Credit Facility.

Our primary use of funds will be investments in portfolio companies and operating expenses.

OFF-BALANCE SHEET ARRANGEMENTS

We may be a party to financial instruments with off-balance sheet risk in the normal course of business to meet the
financial needs of our portfolio companies. These instruments may include commitments to extend credit and fund
equity capital and involve, to varying degrees, elements of liquidity and credit risk in excess of the amount recognized
in the balance sheet. At June 30, 2017, we had a total of approximately $3.2 million in outstanding commitments
related to equity capital commitments to I-45 SLF that had not been fully called. At March 31, 2017, we had a total of
approximately $7.2 million in outstanding commitments related to equity capital commitments to I-45 that had not
been fully called.

CONTRACTUAL OBLIGATIONS

As shown below, we had the following contractual obligations as of March 31, 2017. For information on our capital
commitments, see Note 12 of the Notes to Consolidated Financial Statements for the fiscal year end March 31, 2017.

Payments Due By Period
(In thousands)

Contractual Obligations Total 1 Year
2-3

Years

More
Than

3 Years
Operating lease obligations $ 1,238 $ 239 $ 506 $ 493

RELATED PARTY TRANSACTIONS
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As a BDC, we are obligated under the 1940 Act to make available to certain of our portfolio companies significant
managerial assistance. �Making available significant managerial assistance� refers to any arrangement whereby we
provide significant guidance and counsel concerning the management, operations, or business objectives and policies
of a portfolio company. We are also deemed to be providing managerial assistance to all portfolio companies that we
control, either by ourselves or in conjunction with others. The nature and extent of significant managerial assistance
provided by us will vary according to the particular needs of each portfolio company. During the three months ended
June 30, 2017 and 2016 we received management and other fees from certain of our portfolio companies totaling $0.1
million and $0.1 million, respectively, which were recognized as fees and other income on the Consolidated
Statements of Operations. During the years ended March 31, 2017 and 2016, we received management and other fees
from certain of our portfolio companies totaling $0.4 million and $0.7 million, respectively, which were recognized as
fees and other income on the Consolidated Statements of Operations.
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SENIOR SECURITIES

Information about our senior securities is shown in the following table as of March 31 for the years indicated in the
table, unless otherwise noted. The report of Grant Thornton LLP, our independent registered public accountants for
the year ended March 31, 2017, on the senior securities table as of March 31, 2017, is attached as an exhibit to the
registration statement of which this prospectus is a part.

Class and Year

Total Amount
Outstanding

Exclusive
of Treasury
Securities(1)

Asset
Coverage
per Unit(2)

Involuntary
Liquidating
Preference
per Unit(3)

Average
Market
Value

per
Unit(4)

(dollars in
thousands)

Credit Facility
2017 $ 25,000 12.40 — N/A

(1)Total amount of each class of senior securities outstanding at the end of the period presented.

(2)
Asset coverage per unit is the ratio of the carrying value of our total consolidated assets, less all liabilities and
indebtedness not represented by senior securities, to the aggregate amount of senior securities representing
indebtedness. Asset coverage per unit is expressed in terms of dollar amounts per $1,000 of indebtedness.

(3)
The amount to which such class of senior security would be entitled upon the involuntary liquidation of the issuer
in preference to any security junior to it. The �-� indicates information which the SEC expressly does not required to
be disclosed for certain types of senior securities.

(4)Average market value per unit for our Credit Facility is not applicable because this is not registered for public
trading.
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BUSINESS

ORGANIZATION

CSWC is an internally managed investment company that specializes in providing customized financing to middle
market companies in a broad range of industry segments located primarily in the United States. Our common stock
currently trades on Nasdaq under the ticker symbol �CSWC.�

CSWC was organized as a Texas corporation on April 19, 1961. Until September 1969, we operated as a small
business investment company, or SBIC licensed under the Small Business Investment Act of 1958. At that time,
CSWC transferred to our wholly-owned subsidiary, Capital Southwest Venture Corporation, or CSVC, certain assets
including our license as a SBIC. CSVC was a closed-end, non-diversified investment company registered under
the 1940 Act. Effective June 14, 2016, CSVC was dissolved and its SBIC license was surrendered. All assets held in
CSVC were transferred to CSWC upon dissolution. Prior to March 30, 1988, CSWC was registered as a closed-end,
non-diversified investment company under the 1940 Act. On that date, we elected to be treated as a BDC subject to
the provisions of the 1940 Act, as amended by the Small Business Incentive Act of 1980. In order to remain a BDC,
we must meet certain specified requirements under the 1940 Act, including investing at least 70.0% of our assets in
eligible portfolio companies and limiting the amount of leverage we incur.

We are also a RIC under Subchapter M of the Code. As such, we are not required to pay corporate-level income tax on
our investment income. We intend to maintain our RIC tax treatment, which requires that we qualify annually as a
RIC by meeting certain specified requirements.

CSMC, a wholly-owned subsidiary of CSWC, is the management company for CSWC. CSMC generally incurs all
normal operating and administrative expenses, including, but not limited to, salaries and related benefits, rent,
equipment and other administrative costs required for day-to-day operations.

CSWC also has a Taxable Subsidiary. The primary purpose of the Taxable Subsidiary is to permit CSWC to hold
certain interests in portfolio companies that are organized as LLCs (or other forms of pass-through entities) and still
allow us to satisfy the RIC tax requirement that at least 90.0% of our gross income for U.S. federal income tax
purposes must consist of qualifying investment income. The Taxable Subsidiary is taxed at normal corporate tax rates
based on its taxable income.

On September 30, 2015, we completed the Share Distribution of CSWI. CSWI is now an independent publicly traded
company. The Share Distribution was effected through a tax-free, pro-rata distribution of 100.0% of CSWI�s common
stock to shareholders of the Company. Each Company shareholder received one share of CSWI common stock for
every one share of Company common stock on the record date, September 18, 2015. Cash was paid in lieu of any
fractional shares of CSWI common stock.

Following the Share Distribution, we have maintained operations as an internally-managed BDC and pursued a
credit-focused investing strategy akin to similarly structured organizations. We intend to continue to provide capital to
middle-market companies. We intend to invest primarily in debt securities, including senior debt, second lien and
subordinated debt, and may also invest in preferred stock and common stock alongside our debt investments or
through warrants.
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The following diagram depicts CSWC�s summary organizational structure:

 

OVERVIEW OF OUR BUSINESS

We are an internally managed investment company that specializes in providing customized debt and equity financing
to LMM companies and debt capital to UMM companies in a broad range of investment segments located primarily in
the United States. Our principal investment objective is to produce attractive risk-adjusted returns by generating
current income from our debt investments and capital appreciation from our equity and equity related investments.
Our investment strategy is to partner with business owners, management teams and financial sponsors to provide
flexible financing solutions to fund growth, changes of control, or other corporate events. In allocating future
investments, we plan to continue investing primarily in senior and subordinated debt securities secured by security
interests in portfolio company assets, coupled with equity interests.

We focus on investing in companies with histories of generating revenues and positive cash flow, established market
positions and proven management teams with strong operating discipline. We target senior debt, subordinated debt,
and equity investments in LMM companies, as well as first and second lien syndicated loans in UMM companies. Our
target LMM companies typically have annual EBITDA between $3.0 million and $15.0 million and our LMM
investments generally range from $5.0 million to $20.0 million. Our UMM investments generally include syndicated
first and second lien loan investments in companies with EBITDA generally greater than $50.0 million, and our UMM
investments typically range from $5.0 million to $10.0 million. We make available significant managerial assistance
to the companies in which we invest as we believe that providing managerial assistance to an investee company is
important to its business development activities.

Because we are internally managed, we do not pay external investment advisory fees, but instead directly incur the
operating costs associated with employing investment and portfolio management professionals. We believe that our
internally managed structure provides us with a beneficial operating expense structure when compared to other
publicly traded and privately held investment firms which are externally managed, and our internally managed
structure allows us the opportunity to leverage our non-interest operating expenses as we grow our investment
portfolio.

Our Business Strategy

Our principal investment objective is to produce attractive risk-adjusted returns by generating current income from our
debt investments and realizing capital appreciation from our equity and equity-related investments. We have adopted
the following business strategies to achieve our investment objective:

•

Leveraging the Experience of Our Management Team. Our senior management team has extensive experience
advising, investing in and lending to middle market companies across changing market cycles. The members of our
management team have diverse investment backgrounds, with prior experience at investment banks, commercial
banks, and business development companies in the capacity of senior officers. We believe this diverse experience
provides us with an in-depth
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understanding of the strategic, financial and operational challenges and opportunities of the middle market companies
in which we invest. We believe this understanding allows us to select and structure better investments and to
efficiently monitor and provide managerial assistance to our portfolio companies.

•

Applying Rigorous Underwriting Policies and Active Portfolio Management. Our senior management team has
implemented rigorous underwriting policies that are followed in each transaction. These policies include a thorough
analysis of each potential portfolio company’s competitive position, financial performance, management team
operating discipline, growth potential and industry attractiveness, which we believe allows us to better assess the
company’s prospects. After investing in a company, we monitor the investment closely, typically receiving monthly,
quarterly and annual financial statements. Senior management, together with the deal team and accounting and
finance departments, meets at least monthly to analyze and discuss in detail the company’s financial performance and
industry trends. We believe that our initial and ongoing portfolio review process allows us to monitor effectively the
performance and prospects of our portfolio companies.

•

Investing Across Multiple Companies, Industries, Regions and End Markets. We seek to maintain a
portfolio of investments that is appropriately diverse among various companies, industries, geographic
regions and end markets. This portfolio balance is intended to mitigate the potential effects of negative
economic events for particular companies, regions, industries and end markets. However, we may from
time to time hold securities of a single portfolio company that comprise more than 5.0% of our total assets
and/or more than 10.0% of the outstanding voting securities of the portfolio company. For that reason, we
are classified as a non-diversified management investment company under the 1940 Act.

•

Utilizing Long-Standing Relationships to Source Deals. Our senior management team and investment professionals
maintain extensive relationships with entrepreneurs, financial sponsors, attorneys, accountants, investment bankers,
commercial bankers and other non-bank providers of capital who refer prospective portfolio companies to us. These
relationships historically have generated significant investment opportunities. We believe that our network of
relationships will continue to produce attractive investment opportunities.

•

Focusing on Underserved Markets. The middle market has traditionally been underserved. We believe that
operating margin and growth pressures, as well as regulatory concerns, have caused many financial institutions to
de-emphasize services to middle market companies in favor of larger corporate clients and more liquid capital market
transactions. We also invest in securities that would be rated below investment grade if they were rated. We believe
these dynamics have resulted in the financing market for middle market companies being underserved, providing us
with greater investment opportunities.

•

Focus on Established Companies. We generally invest in companies with established market positions, experienced
management teams and recurring cash flow streams. We believe that those companies generally possess better risk
adjusted return profiles than earlier stage companies that are building their management teams and establishing their
revenue base. We also believe that established companies in our target size range generally provide opportunities for
capital appreciation.

•

Capital Structures Appropriate for Potential Industry and Business Volatility. Our investment team spends
significant time understanding the performance of both the target portfolio company and its specific industry
throughout a full economic cycle. The history of each specific industry and target portfolio company will demonstrate
a different level of potential volatility in financial performance. We seek to understand this dynamic thoroughly and
invest our capital at leverage levels in the capital structure that will remain in enterprise value and in securities that
will receive interest payments if such downside volatility were to occur.

•

Providing Customized Financing Solutions. We offer a variety of financing structures and have the
flexibility to structure our investments to meet the needs of our portfolio companies. Often we invest in
senior and subordinated debt securities, coupled with equity interests. We believe our ability to customize
financing structures makes us an attractive partner to middle market companies.
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Investment Criteria and Objectives

Our investment team has identified the following investment criteria that we believe are important in evaluating
prospective investment opportunities. However, not all of these criteria have been or will be met in connection with
each of our investments:

•Companies with Positive and Sustainable Cash Flow: We generally seek to invest in established companies with
sound historical financial performance.

•
Excellent Management: Management teams with a proven record of achievement, exceptional ability, unyielding
determination and integrity. We believe management teams with these attributes are more likely to manage the
companies in a manner that protects and enhances value.

•Industry: We primarily focus on companies having competitive advantages in their respective markets and/or
operating in industries with barriers to entry, which may help protect their market position.

•Strong Private Equity Sponsors: We focus on developing relationships with leading private equity firms in order to
partner with these firms and provide them capital to support the acquisition and growth of their portfolio companies.

•
Appropriate Risk-Adjusted Returns: We focus on and price opportunities to generate returns that are attractive on a
risk-adjusted basis, taking into consideration factors, in addition to the ones depicted above, including credit structure,
leverage levels and the general volatility and potential volatility of cash flows.

•
Location: We primarily focus on companies located in the United States. Each new investment is evaluated for its
appropriateness within our existing portfolio. Prospective portfolio company candidates for our existing portfolio
companies may be located worldwide.
Investment Process

We have an investment committee that is responsible for all aspects of our investment process relating to investments
made by CSWC. The current members of the investment committee are Bowen Diehl, Michael Sarner, Douglas
Kelley, Josh Weinstein and David Brooks.

Our investment strategy involves a team approach, whereby our investment team screens potential transactions before
they are presented to the investment committee for approval. Transactions that are either above a certain hold size or
outside our general investment policy will also be reviewed and approved by the board of directors. Our investment
team generally categorizes the investment process into six distinctive stages:

•

Deal Generation/Origination: Deal generation and origination is maximized through long-standing and extensive
relationships with private equity firms, leveraged loan syndication desks, brokers, commercial and investment
bankers, entrepreneurs, service providers such as lawyers and accountants, and current and former portfolio
companies and investors.

•

Screening: Once it is determined that a potential investment has met our investment criteria, we will screen the
investment by performing preliminary due diligence, which could include discussions with the private equity firm,
management team, loan syndication desk, etc. Upon successful screening of the proposed investment, the investment
team makes a recommendation to move forward and prepares an initial screening memo for the CSWC investment
committee. We then issue either a non-binding term sheet (in the case of a directly originated transaction), or submit
an order to the loan syndication desk (in the case of a large-market syndicated loan transaction).

•

Term Sheet: In a directly originated transaction, the non-binding term sheet will typically include the key economic
terms of our investment proposal, along with exclusivity, confidentiality, and expense reimbursement provisions,
among other terms relevant to the particular investment. Upon acceptance of the term sheet, we will begin our formal
due diligence process. In a syndicated loan transaction, rather than a formal term sheet, we will submit an order for an
allocation to the syndicated loan desk.
•Due Diligence: Due diligence is performed under the direction of our senior investment professionals, and involves
our entire investment team as well as certain external resources, who together perform due diligence to understand the
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risks. On our directly originated transactions, our due
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diligence will often include (1) conducting site visits with management and key personnel; (2) performing a detailed
review of historical and projected financial statements, often with a third-party accounting firm, to evaluate the target
company�s normalized cash flow; (3) interviewing key customers and suppliers; (4) evaluating company management,
including a formal background check; (5) reviewing material contracts; (6) conducting an industry, market and
strategy analysis; and (7) obtaining a review by legal, environmental or other consultants. In instances where a
financial sponsor is investing in the equity in a transaction, we will leverage work done by the financial sponsor for
purposes of our due diligence. In syndicated loan transactions, our due diligence may exclude direct customer and
supplier interviews, and be limited to review of reports from the financial sponsor or syndication agent for industry
and market analysis, and legal and environmental diligence.

•

Document and Close: Upon completion of a satisfactory due diligence review, our investment team presents its
written findings to the investment committee. For transactions that are either over a certain hold size, or outside our
general investment policy, the investment team will present the transaction to our board of directors for approval.
Upon approval for the investment, we re-confirm our regulatory company compliance, process and finalize all
required legal documents and fund the investment.

•

Post-Investment: We continuously monitor the status and progress of our portfolio companies, as well as our
investment thesis developed at the time of investment. We offer managerial assistance to our portfolio companies and
provide them access to our investment experience, direct industry expertise and contacts. The same investment team
leader that was involved in the investment process will continue to be involved in the portfolio company
post-investment. This approach provides continuity of knowledge and allows the investment team to maintain a strong
business relationship with the financial sponsor, business owner and key management of our portfolio companies. As
part of the monitoring process, members of our investment team will analyze monthly, quarterly and annual financial
statements against previous periods, review financial projections, meet with the financial sponsor and management
(when necessary), attend board meetings (when appropriate) and review all compliance certificates and covenants.
Our investment team generally meets once per month with senior management to review the performance of each of
the portfolio companies.
We utilize an internally developed investment rating system to rate the performance and monitor the expected level of
returns for each debt investment in our portfolio. The investment rating system takes into account both quantitative
and qualitative factors of the portfolio company and the investments held therein, including each investment�s expected
level of returns and the collectability of our debt investments, comparisons to competitors and other industry
participants and the portfolio company�s future outlook. The ratings are not intended to reflect the performance or
expected level of returns of our equity investments.

•Investment Rating 1 represents the least amount of risk in our portfolio. The investment is performing materially
above underwriting expectations and the trends and risk factors are generally favorable.

•Investment Rating 2 indicates the investment is performing as expected at the time of underwriting and the trends and
risk factors are generally favorable to neutral.

•
Investment Rating 3 involves an investment performing below underwriting expectations and the trends and risk
factors are generally neutral to negative. The portfolio company or investment may be out of compliance with
financial covenants and interest payments may be impaired, however principal payments are generally not past due.

•
Investment Rating 4 indicates that the investment is performing materially below underwriting expectations, the
trends and risk factors are generally negative and the risk of the investment has increased substantially. Interest and
principal payments on our investment are likely to be impaired.
Determination of Net Asset Value and Portfolio Valuation Process

We determine our NAV per share on a quarterly basis. The NAV per share is equal to our total assets minus liabilities
divided by the total number of shares of common stock outstanding.
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We determine in good faith the fair value of our portfolio investments pursuant to a valuation policy in accordance
with ASC Topic 820, Fair Value Measurements and Disclosures, or ASC 820, and a valuation process approved by
our board of directors and in accordance with the 1940 Act. Our valuation policy is intended to provide a consistent
basis for determining the fair value of the portfolio.
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We undertake a multi-step valuation process each quarter in connection with determining the fair value of our
investments. Our board of directors is ultimately responsible for overseeing, reviewing and approving, in good faith,
our determination of the fair value of each investment in our portfolio. The valuation process is led by the finance
department in conjunction with the investment teams. Valuations of each portfolio security are prepared quarterly by
the finance department using updated portfolio company financial and operational information. Each investment
valuation is also subject to review by the executive officers and investment teams.

In conjunction with the internal valuation process, we have engaged multiple independent consulting firms that
specialize in financial due diligence, valuation and business advisory services to provide third-party valuation reviews
of the majority of our investments on a quarterly basis. Our board of directors is ultimately responsible for
determining the fair value of our investments in good faith.

COMPETITION

We compete for attractive investment opportunities with other financial institutions, including business development
companies, junior capital lenders, and banks. We believe we are able to be competitive with these entities primarily on
the basis of the experience and contacts of our management team and our responsive and efficient investment analysis
and decision-making processes. However, many of our competitors are substantially larger and have considerably
greater financial, technical and marketing resources than we do. Furthermore, our competitors may have a lower cost
of funds and many have access to funding sources that are not available to us. In addition, certain of our competitors
may have higher risk tolerances or different risk assessments, which could allow them to consider a wider variety of
investments, establish more relationships and build their market shares. In addition, many of our competitors are not
subject to the regulatory restrictions that the 1940 Act imposes on us as a BDC. See �Risk Factors—Risks Related to Our
Business and Structure—We operate in a highly competitive market for investment opportunities.�

We cannot assure you that the competitive pressures we face will not have a material adverse effect on our business,
financial condition and results of operations. In addition, because of this competition, we may be unable to take
advantage of attractive investment opportunities and may be unable to identify and make investments that satisfy our
investment objectives or meet our investment goals.

DIVIDEND REINVESTMENT PLAN

We have adopted a DRIP which provides for the reinvestment of dividends on behalf of our shareholders. Under the
DRIP, if we declare a dividend, registered shareholders who have opted into the DRIP as of the dividend record date
will have their dividend automatically reinvested into additional shares of our common stock. The share requirements
of the DRIP may be satisfied through open market purchases of common stock by the DRIP plan administrator. Shares
purchased in the open market to satisfy the DRIP requirements will be valued based upon the average price of the
applicable shares purchased by the DRIP plan administrator, before any associated brokerage or other costs.

ELECTION TO BE REGULATED AS A BUSINESS DEVELOPMENT COMPANY

CSWC is a closed-end, non-diversified management investment company. CSWC has elected to be treated as a BDC
under the 1940 Act. In addition, we have elected for CSWC to be treated as a RIC under Subchapter M of the Code.
Our election to be regulated as a BDC and our election to be treated as a RIC for U.S. federal income tax purposes
have a significant impact on our operations. Some of the most important effects on our operations of our election to be
regulated as a BDC and our election to be treated as a RIC are outlined below.

•We report our investments at market value or fair value with changes in value reported through our
consolidated statements of operations.
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In accordance with the requirements of Article 6 of Regulation S-X, we report all of our investments, including debt
investments, at market value or, for investments that do not have a readily available market value, at their �fair value� as
determined in good faith by our board of directors. Changes in these values are reported through our statements of
operations under the caption of �net unrealized appreciation (depreciation) on investments.� See �Determination of Net
Asset Value and Portfolio Valuation Process� above.
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•
We intend to distribute substantially all of our income to our shareholders. We generally will be required to
pay income taxes only on the portion of our taxable income we do not distribute to shareholders (actually or
constructively).
As a RIC, so long as we meet certain minimum distribution, source of income and asset diversification requirements,
we generally are required to pay U.S. federal income taxes only on the portion of our taxable income and gains we do
not distribute (actually or constructively) and certain built-in gains. We intend to distribute to our shareholders
substantially all of our income. We may, however, make deemed distributions to our shareholders of any retained net
long-term capital gains. If this happens, our shareholders will be treated as if they received an actual distribution of the
net capital gains and reinvested the net after-tax proceeds in us. Our shareholders also may be eligible to claim a tax
credit (or, in certain circumstances, a tax refund) equal to their allocable share of the corporate-level U.S. federal
income tax we pay on the deemed distribution. See �Material U.S. Federal Income Tax Considerations.� We met the
minimum distribution requirements for tax years 2014, 2015 and 2016 and continually monitor our distribution
requirements with the goal of ensuring compliance with the Code.

In addition, we have a Taxable Subsidiary which holds a portion of one or more of our portfolio investments that are
listed on the Consolidated Schedule of Investments. The Taxable Subsidiary is consolidated for financial reporting
purposes in accordance with U.S. GAAP, so that our consolidated financial statements reflect our investments in the
portfolio companies owned by the Taxable Subsidiary. The purpose of the Taxable Subsidiary is to permit us to hold
certain interests in portfolio companies that are organized as LLCs (or other forms of pass-through entities) and still
satisfy the RIC tax requirement that at least 90.0% of our gross income for U.S. federal income tax purposes must
consist of qualifying investment income. Absent the Taxable Subsidiary, a proportionate amount of any gross income
of a partnership or LLC (or other pass-through entity) portfolio investment would flow through directly to us. To the
extent that such income did not consist of investment income, it could jeopardize our ability to qualify as a RIC and
therefore cause us to incur significant amounts of corporate-level U.S. federal income taxes. Where interests in LLCs
(or other pass-through entities) are owned by the Taxable Subsidiary, the income from those interests is taxed to the
Taxable Subsidiary and does not flow through to us, thereby helping us preserve our RIC tax treatment and resultant
tax advantages. The Taxable Subsidiary is not consolidated for U.S. federal income tax purposes and may generate
income tax expense as a result of their ownership of the portfolio companies. This income tax expense, if any, is
reflected in our Consolidated Statements of Operations.

•Our ability to use leverage as a means of financing our portfolio of investments is limited.
As a BDC, we are required to meet a coverage ratio of total assets to total senior securities of at least 200.0%. For this
purpose, senior securities include all borrowings and any preferred stock we may issue in the future. Additionally, our
ability to utilize leverage as a means of financing our portfolio of investments may be limited by this asset coverage
test. While the use of leverage may enhance returns if we meet our investment objective, our returns may be reduced
or eliminated if our returns on investments are less than the costs of borrowing.

•We are required to comply with the provisions of the 1940 Act applicable to business development companies.
As a BDC, we are required to have a majority of directors who are not �interested� persons under the 1940 Act. In
addition, we are required to comply with other applicable provisions of the 1940 Act, including those requiring the
adoption of a code of ethics, fidelity bonding and investment custody arrangements. See �Regulation as a Business
Development Company� below.

EMPLOYEES

As of June 30, 2017, we had 16 employees, each of whom was employed by our management company, CSMC.
These employees include our corporate officers, investment and portfolio management professionals and
administrative staff. All of our employees are located in our principal executive offices in Dallas, Texas.
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PROPERTIES

We do not own any real estate or other physical properties. We maintain our offices at 5400 Lyndon B. Johnson
Freeway, Suite 1300, Dallas, Texas 75240, where we lease approximately 9,261 square feet of office space pursuant to
a lease agreement expiring in January 2022. We believe that our offices are adequate to meet our current and expected
future needs.

LEGAL PROCEEDINGS

We may, from time to time, be involved in litigation arising out of our operations in the normal course of business or
otherwise. Furthermore, third parties may try to seek to impose liability on us in connection with the activities of our
portfolio companies. As of the date hereof, we are not a party to, and none of our assets are subject to, any material
pending legal proceedings and are not aware of any claims that could have a materially adverse effect on our financial
position, results of operations or cash flows.
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PORTFOLIO COMPANIES

The following table sets forth certain unaudited information as of June 30, 2017, for the portfolio companies in which
we had a debt or equity investment. Other than these investments, our only formal relationships with our portfolio
companies are the managerial assistance ancillary to our investments and the board observer or participation rights we
may receive. The following table excludes our investments in marketable securities and temporary investments.

Portfolio Company(1)
Type of

Investment(2)
Business

Description

Current
Interest
Rate(3) Maturity Principal Cost

Fair
Value(4)

Non-control/Non-affiliate
Investments(5)

AAC HOLDINGS First Lien Provider
of
substance
abuse
treatment
services

L+6.75%
(Floor 1.00%)6/28/2023 $ 9,500,000 $ 9,262,500 $ 9,381,250

200 Powell Place
Brentwood, TN 37027
AG KINGS
HOLDINGS(8)

First Lien Specialty
food
retailer

L+8.50%
(Floor 1.00%)8/8/2021 9,850,000 9,679,554 9,850,000

700 Lanidex Plaza
Parsippany, NJ 07054
AMERICAN
TELECONFERENCING

First Lien Provider
of
audio
conferencing
and
video
collaboration
solutions

L+6.50%
(Floor 1.00%)12/8/2021 6,644,670 6,477,514 6,640,550

3280 Peachtree Road NE
Suite 1000
Atlanta, GA 30305

Second Lien
L+9.50%

(Floor 1.00%)6/6/2022 2,005,714 1,932,383 1,986,910
AMWARE
FULFILLMENT

First Lien Provider
of
logistics
fulfillment
services

L+9.50%
(Floor 1.00%)5/21/2019 12,897,500 12,713,209 12,897,500

4505 Newpoint Place
Lawrenceville, GA 30043
ARGON MEDICAL
DEVICES

Second Lien Manufacturer
of
medical

L+9.50%
(Floor 1.00%)

6/23/2022 5,000,000 4,875,571 5,000,000
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devices
5151 Headquarters Drive
Suite 210
Plano, TX 75024
BINSWANGER CORP. First Lien Service

provider
for
glass
and
aluminum
products

L+8.00%
(Floor 1.00%)3/9/2022 13,251,760 12,999,838 12,999,838

965 Ridge Lake Blvd.,
Suite 305
Memphis, TN 38120

900,000 shares
of
common stock — — — 900,000 762,000

13,899,838 13,761,838
CALIFORNIA PIZZA
KITCHEN

First Lien
Restaurants

L+6.00%
(Floor 1.00%)8/23/2022 4,962,500 4,918,439 4,969,746

12181 Bluff Creek Drive
5th Floor
Playa Vista, CA 90094
CAST AND CREW
PAYROLL, LLC

Second Lien Provider
payroll
services
to
entertainment
&
media
industries

L+7.75%
(Floor 1.00%)8/12/2023 3,705,263 3,686,111 3,631,158

2300 Empire Avenue
5th Floor
Burbank, CA 91504
DEEPWATER
CORROSION
SERVICES, INC.

127,004 shares
of
Series A
convertible
preferred stock

Provider
of
corrosion
control
solutions— — — 8,000,000 5,825,000

13813 FM 529 Rd.
Houston, TX 77041
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Portfolio Company(1)
Type of

Investment(2)
Business

Description

Current
Interest
Rate(3) Maturity Principal Cost

Fair
Value(4)

DIGITAL RIVER,
INC.

First Lien Provider of
eCommerce
platform and
payment
solutions

L+6.50%
(Floor 1.00%) 2/12/2021 7,032,285 7,003,283 7,067,446

10380 Bren Road
West Minnetonka,
MN 55343
DIGITAL ROOM INC. Second Lien Provider of

eCommerce
printing
solutions

L+10.00%
(Floor 1.00%) 5/21/2023 7,000,000 6,868,326 6,872,622

8000 Haskell
Avenue Van Nuys,
CA 91406
DUNN PAPER, INC. Second Lien Supplier of

paper &
forest
products

L+8.75%
(Floor 1.00%) 8/26/2023 3,000,000 2,944,563 2,970,000

218 Riverview St.
Port Huron, MI 48060
ELITE SEM, INC.(8) First Lien Digital

media
agency

L+8.50%
(Floor 1.00%) 2/1/2022 12,150,000 11,875,016 12,150,000

142 W 36th Street, Fl 11
New York, NY 10018

1,000 shares
of
common stock 12% PIK — — 1,049,667 1,383,000

12,924,683 13,533,000
LIGHTING
RETROFIT
INTERNATIONAL(13)

First Lien Provider of
energy
efficiency
services

L+9.25%
(Floor 1.00%) 6/30/2022 15,000,000 14,748,115 14,748,115

750 MD Route 3 South
Suite 19
Gambills, MD 21054

396,825 shares
of
Series B
preferred
stock — — — 500,000 500,000

15,248,115 15,248,115
PREPAID LEGAL
SERVICES, INC.

Second Lien Provider of
legal plans

L+9.00%
(Floor 1.25%) 7/1/2020 5,000,000 4,958,420 5,040,625

One Pre-Paid Way
Ada, OK 74820
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REDBOX
AUTOMATED
RETAIL

First Lien Entertainment
kiosk
supplier

L+7.50%
(Floor 1.00%) 9/27/2021 7,437,500 7,231,067 7,480,862

1800 114th Avenue SE
Bellevue, WA 98004
RESEARCH NOW
GROUP, INC.

Second Lien Data
collection
servicer

L+8.75%
(Floor 1.00%) 3/18/2022 7,000,000 6,921,461 6,965,000

5800 Tennyson Parkway
Suite 600
Plano, TX 75024
RESTAURANT
TECHNOLOGIES,
INC.

Second Lien Solution
provider to
foodservice
industry

L+8.75%
(Floor 1.00%) 11/23/2023 3,500,000 3,450,606 3,482,500

2250 Pilot Knob Road
Suite 100
Mendota Heights,
MN 55120
RJO HOLDINGS
CORP.(14)

First Lien Futures
commission
merchant

L+9.50%
(Floor 1.00%) 5/5/2022 7,500,000 7,426,849 7,426,849

222 S. Riverside Plaza
Suite 1200
Chicago, IL 60606
TAX ADVISORS
GROUP(13)

Senior
subordinated
debt

Provider of
tax
consulting

10.00% /
2.00%
PIK 12/23/2022 4,601,533 4,509,739 4,509,739

12400 Coit Road
Suite 1270
Dallas, TX 75251

143.3 Class A
units

— — — 541,176 541,176
5,050,915 5,050,915
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Portfolio Company(1)
Type of

Investment(2)
Business

Description

Current
Interest
Rate(3) Maturity Principal Cost

Fair
Value(4)

VISTAR MEDIA INC. First Lien Digital
marketing
firm

L+10.00%
(Floor 1.00%) 2/16/2022 8,250,000 7,464,254 8,105,625

1420 Walnut Street
Philadelphia, PA 19102

Warrants
— — — 886,000 1,362,000

8,350,254 9,467,625
WASTEWATER
SPECIALTIES

First Lien Provider of
industrial
cleaning
services

L+8.75%
(Floor 1.00%) 4/18/2022 11,000,000 10,813,640 10,813,640

2205 Industrial Drive
Sulphur, LA 70665
WATER PIK, INC. Second Lien Consumer

health
products
designer and
supplier

L+8.75%
(Floor 1.00%) 1/8/2021 4,254,386 4,175,679 4,275,658

1730 East Prospect Road
Fort Collins, CO 80525
WINZER
CORPORATION

Senior
subordinated
debt

Distributor
of industrial
products 11.00% 6/1/2021 8,100,000 7,982,208 8,031,150

4060 E. Plano Parkway
Plano, TX 75074

Total
Non-control/Non-affiliate
Investments $ 186,795,188 $ 187,669,959
Affiliate Investments(6)

CHANDLER SIGNS,
LP(13)

Senior
subordinated
debt

Commercial
exterior sign
provider 12.00% 7/4/2021 $ 4,500,000 $ 4,428,684 $ 4,428,684

3201 Manor Way
Dallas, TX 75235

1,500,000
units of Class
A-1 common
stock — — — 1,500,000 2,381,000

5,928,684 6,809,684

Total Affiliate
Investments $ 5,928,684 $ 6,809,684
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Control Investments(7)

I-45 SLF LLC(9),(10),(11) 80% LLC
equity interest

Multi-sector
holdings — — —$ 64,800,000 $ 67,535,416

5400 LBJ Freeway
Suite 1300
Dallas, TX 75240
MEDIA RECOVERY,
INC.(11)

800,000 shares
of Series A
convertible
preferred stock

Manufacturer
and
distributor of
monitoring
devices — — — 800,000 5,277,488

510 Corporate Drive
Graham, TX 76450

4,000,002
shares of
common stock — — — 4,615,000 30,444,512

5,415,000 35,722,000
TITANLINER, INC. 1,189,609

shares of
Series B
convertible
preferred stock

Provider and
servicer of
spill
containment
systems 6% PIK — — 2,799,768 3,463,000

4100 International Plaza
Suite 538
Fort Worth, TX 76109

339,277 shares
of
Series A
convertible
preferred stock — — — 3,204,222 5,382,000

6,003,990 8,845,000
Total Control
Investments $ 76,218,990 $ 112,102,416

TOTAL
INVESTMENTS(12) $ 268,942,862 $ 306,582,059
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(1)All debt investments are income-producing, unless otherwise noted. Equity investments are non-income producing,
unless otherwise noted.

(2)All of the Company’s investments, unless otherwise noted, are encumbered as security for the Company’s senior
secured credit facility.

(3)

The majority of investments bear interest at a rate that may be determined by reference to LIBOR, which we may
refer to as �L� or Prime, which we may refer to as �P� and reset daily, monthly, quarterly, or semiannually. For each
the Company has provided the spread over LIBOR or Prime and the current contractual interest rate in effect at
June 30, 2017. Certain investments are subject to a LIBOR or Prime interest rate floor. Certain investments, as
noted, accrue payment-in-kind, or PIK, interest.

(4)

Investments are carried at fair value in accordance with the 1940 Act and FASB, ASC 820, Fair Value
Measurements and Disclosures. We determine in good faith the fair value of our Investment portfolio pursuant to a
valuation policy in accordance with ASC 820 and a valuation process approved by our board of directors. See
Note 4 to the consolidated financial statements.

(5)

Non-Control/Non-Affiliate investments are generally defined by the 1940 Act as investments that are neither
control investments nor affiliate investments. At June 30, 2017, approximately 61.2% of the Company’s investment
assets are non-control/non-affiliate investments. The fair value of these investments as a percent of net assets
is 65.3%.

(6)

Affiliate investments are generally defined by the 1940 Act as investments in which between 5% and 25% of the
voting securities are owned and the investments are not classified as control investments. At June 30, 2017,
approximately 2.2% of the Company’s investment assets are affiliate investments. The fair value of these
investments as a percent of net assets is 2.4%.

(7)

Control investments are generally defined by the 1940 Act as investments in which more than 25% of the voting
securities are owned or where greater than 50% of the board representation is maintained. At June 30, 2017,
approximately 36.6% of the Company’s investment assets are control investments. The fair value of these
investments as a percent of net assets is 39.0%.

(8)The investment is structured as a first lien last out term loan and earns interest in addition to the stated rate.

(9)
Indicates assets that are considered �non-qualifying assets� under section 55(a) of the 1940 Act. Qualifying assets
must represent at least 70% of total assets at the time of acquisition of any additional non-qualifying assets. As of
June 30, 2017, 21.7% of the Company’s total investments were non-qualifying assets.

(10)The investment has approximately $3.2 million unfunded commitment as of June 30, 2017.
(11)Income producing through dividends on distributions.

(12)
As of June 30, 2017, the cumulative gross unrealized appreciation for U.S. federal income tax purposes is
approximately $39.1 million; cumulative gross unrealized depreciation for U.S. federal income tax purposes is
$2.4 million. Cumulative net unrealized appreciation is $36.7 million, based on a tax cost of $269.1 million.

(13)Lighting Retrofit International Series B preferred stock, Tax Advisors Group Class A units and Chandler Signs,
LP Class A-1 common stock are held through a wholly-owned taxable subsidiary.

(14)The investment is structured as a first lien first out term loan and earns less interest than the stated rate.

59

Edgar Filing: CAPITAL SOUTHWEST CORP - Form N-2

104



TABLE OF CONTENTS

MANAGEMENT

Our business and affairs are managed under the direction of our board of directors. Our board of directors appoints our
officers, who serve at the discretion of the board of directors. The responsibilities of the board of directors include,
among other things, the oversight of our investment activities, the quarterly valuation of our assets, oversight of our
financing arrangements and corporate governance activities. The board of directors has an Audit Committee,
Compensation Committee, and Nominating and Corporate Governance Committee, or NCG Committee, and may
establish additional committees from time to time as necessary.

Board of Directors and Executive Officers

Our board of directors consists of six members. The board has determined that five of our current directors David R.
Brooks, Jack D. Furst, T. Duane Morgan, William R. Thomas III and John H. Wilson are independent, as
�independence� is defined by Nasdaq Marketplace Rules and are not �interested persons� as defined in Section 2(a)(19) of
the 1940 Act. This means that none of the independent directors has any direct or indirect material relationship with
us, either directly or as a partner, shareholder or officer of an organization that has a relationship with us. As a result,
the board has a majority of independent directors on the board as required by Nasdaq Marketplace Rules.

Directors

Information regarding our current board of directors is set forth below as of August 28, 2017. The business address for
each director is c/o Capital Southwest Corporation, 5400 Lyndon B. Johnson Freeway, Suite 1300, Dallas,
Texas 75240.

Name and Age
Position Held with

Company

Year First
Elected or
Appointed Principal Occupation

Independent
Directors
David R. Brooks (58) Chairman of the Board 2017 Chairman and Chief Executive Officer of

Independent Bank Group, Inc.
Director 2014

Jack D. Furst (58) Director 2014 Founder of Oak Stream Investors
T. Duane Morgan
(67)

Director 2012 Former/Retired Senior Vice President of
Gardner Denver, Inc.

William R. Thomas
III (46)

Director 2014
President of Thomas Heritage Foundation

John H. Wilson (74) Director 1988 President of U.S. Equity Corporation
Interested Director
Bowen S. Diehl (48) Director, President and Chief

Executive Officer
2015 President and Chief Executive Officer of Capital

Southwest Corporation
Executive Officers

Our executive officers serve at the discretion of our board of directors. The following persons serve as our executive
officers or significant employees in the following capacities (information as of August 28, 2017):
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Name Age Position(s) Held
Bowen S. Diehl

48
Director, President and Chief Executive

Officer
Michael S. Sarner

45
Chief Financial Officer, Secretary and

Treasurer
The address for each executive officer and significant employee is c/o Capital Southwest Corporation, 5400 Lyndon
B. Johnson Freeway, Suite 1300, Dallas, Texas 75240.
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Biographical Information

The board has determined that Messrs. Brooks, Furst, Morgan, Thomas and Wilson are �independent� as defined by
Nasdaq Marketplace Rules and are not �interested persons� for purposes of the 1940 Act.

Independent Directors

David R. Brooks is the Chairman of the board of CSWC. Mr. Brooks is the Chairman of the board, Chief Executive
Officer, and a director of Independent Bank Group, Inc. (Nasdaq:IBTX), a publicly-traded bank holding company
with approximately $5.9 billion in assets. Mr. Brooks previously served on the board of managers of Noel-Levitz,
LLC, a large national higher education consulting company. He also previously served on the board of trustees of
Houston Baptist University. Mr. Brooks has over 35 years of experience in the financial services industry and
previously served as the chief financial officer at Baylor University. Mr. Brooks holds Bachelor and Master degrees in
Business Administration from Baylor University. CSWC benefits from Mr. Brooks� extensive experience in overseeing
the operations and growth of a bank holding company, his executive expertise in public and private companies, his
significant experience as a director of public and private companies, and his expertise in financial matters.

Jack D. Furst is the founder of Oak Stream Investors, a private investment firm he started in 2008. Mr. Furst has
over 25 years of experience in leveraged acquisitions and private investments. He joined HM Capital Partners LLC, a
private equity firm, in 1989, the year it was formed (as Hicks, Muse, Tate & Furst, Inc.). Until 2008, he was a partner
in HM Capital and was involved in all aspects of the firm�s business, including originating, structuring and monitoring
HM Capital�s investments. Prior to joining HM Capital, Mr. Furst served as a Vice President and subsequently a
partner of Hicks & Haas from 1987 to 1989. From 1984 to 1986, Mr. Furst was a mergers and acquisitions/corporate
finance specialist for The First Boston Corporation in New York. Before joining First Boston, Mr. Furst was a
Financial Consultant at PricewaterhouseCoopers. Mr. Furst received his Bachelor of Science degree with honors from
the College of Business Administration at Arizona State University and his Masters of Business Administration
degree with honors from the Graduate School of Business at The University of Texas at Austin. CSWC benefits from
Mr. Furst�s senior executive and extensive private equity experience and his significant experience as a director of
public and private companies.

T. Duane Morgan is the retired former President of the Engineered Products Group (EPG) of Gardner Denver, a
global industrial manufacturer. Under Mr. Morgan, the EPG at Gardner Denver generated $1.1 billion of revenue
across four divisions and 22 production facilities in the US, China, Germany, UK and Sweden. He spent almost 10
years with Gardner Denver until it was sold to Kohlberg Kravis Roberts (KKR) in July 2013 for $3.9 billion.
Following the sale, Mr. Morgan continued as a Senior Vice President of Gardner Denver and advisor to KKR through
July 2014, advising on matters including operational transition and strategy, as well as making presentations to ratings
agencies that resulted in favorable financing for KKR and the new company. Prior to Gardner Denver, Mr. Morgan
spent 20 years with Cooper Cameron, serving as President or Vice President of several of Cooper Cameron�s major
divisions. Mr. Morgan also serves on the board of SACHEM, Inc., a privately-held specialty chemical company. Mr.
Morgan holds a Bachelor of Science in Mathematics from McNeese State University and a Masters of Business
Administration from Louisiana State University. He served as an Army Air Defense Artillery Officer in South Korea.
Mr. Morgan is a National Association of Corporate Directors, or NACD, Governance Fellow. CSWC benefits from
Mr. Morgan�s track record, spanning decades, of successful executive leadership through multiple economic cycles.

William R. Thomas III is a private investor who provides leadership for, and invests in, organizations that create
financial return, social impact or both. He has served as President of the Thomas Heritage Foundation since 2008, a
nonprofit and grant-making corporation. He manages personally and on behalf of Thomas Heritage Partners, Ltd.
approximately 3.7% of the outstanding shares of the Company. Mr. Thomas was a deal professional with CSWC
from 2006 to 2012. During this time, Mr. Thomas made, enhanced and monetized investments in stand-alone private
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companies and add-on opportunities, served on the boards of eleven private companies, and oversaw valuation and
regulatory compliance. From 2004 to 2006, Mr. Thomas earned his M.B.A. from Harvard Business School. During a
portion of his time at Harvard, Mr. Thomas served as a consultant to private equity clients at Investor Group Services.
From 1993 through 2004, Mr. Thomas served in the United States Air Force as a pilot in multiple aircraft and led
training, safety, acquisition and logistics operations, achieving the rank of Major. Mr. Thomas serves as a director of
Encore Wire Corporation (WIRE), is
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recognized as a National Association of Corporate Directors (NACD) Board Leadership Fellow and graduated from
the United States Air Force Academy. CSWC benefits from Mr. Thomas� history with the Company, his investment
experience and his perspective as a major shareholder of the Company.

John H. Wilson has been President of U.S. Equity Corporation, a private investment company, since 1983. He has
over 45 years of experience as an executive or investor in numerous companies in the banking, insurance,
manufacturing, communications, health and transportation industries. Mr. Wilson is also a director of Encore Wire
Corporation (Nasdaq:WIRE). Mr. Wilson has a Bachelor of Business Administration degree from Baylor University.
CSWC benefits from Mr. Wilson�s diverse industry experience, his significant experience as a director of public and
private companies, and his experience as both an executive and an investor in numerous companies.

Interested Directors

The board has determined that Mr. Diehl is an �interested person� as defined in the 1940 Act due to his position as
an officer of the Company.

Bowen S. Diehl has served as President and Chief Executive Officer and as a director of CSWC since October 2015.
Mr. Diehl joined CSWC in March 2014 and served as its Chief Investment Officer from March 2014 to October 2015.
Prior to joining CSWC, Mr. Diehl was employed by American Capital, Ltd., a publicly traded private equity firm and
global asset manager. From 2007 to 2014, he served as Co-Head of American Capital�s Sponsor Finance Group, the
group responsible for the majority of American Capital�s middle market lending business. From 2001 to 2007, he
served as a senior investment professional in the Dallas Office of American Capital. Mr. Diehl has sourced, structured
and managed investments that have included senior and subordinated debt, as well as preferred and common equity in
both control and non-control structures. Mr. Diehl�s investment experience relates to a variety of industries including
healthcare, business services, industrial manufacturing and consumer finance. Prior to American Capital, Mr. Diehl
was a Vice President in Investment Banking at Merrill Lynch, where he gained experience working with companies in
the exploration and production, oilfield services, natural gas pipeline, natural gas gathering and processing,
homebuilding and semiconductor sectors. Prior to joining Merrill Lynch, Mr. Diehl was a Vice President in the Global
Oil and Gas Group at Chase Securities Inc., completing numerous transactions in the upstream and midstream oil and
gas sectors. Mr. Diehl earned a Bachelor of Engineering degree, with majors in Environmental/Geotechnical
Engineering and Economics, from Vanderbilt University and a Masters of Business Administration from the
University of Texas at Austin. In his capacity as President and Chief Executive Officer, Mr. Diehl is an �interested
person� under the 1940 Act. CSWC benefits from Mr. Diehl�s extensive experience as a senior investment professional
as well as his knowledge of the business development company industry.

Non-Director Executive Officers

Michael S. Sarner, has served as our Chief Financial Officer since October 2015. Before that, he served as a Senior
Vice President of CSWC since July 2015. Prior to joining CSWC, from 2000 to 2015, Mr. Sarner was the Senior Vice
President, Treasury at American Capital, Ltd., a publicly traded private equity firm and global asset manager. Mr.
Sarner was responsible for capital raising, debt capital markets, corporate restructurings, financial planning, corporate
development of strategic initiatives, and system implementations of budget and treasury solutions. During the course
of his career, he has raised over $6 billion in debt capital in term securitizations, secured revolving lines of credit,
unsecured notes, and term loans to support middle market platforms. Mr. Sarner has also led both corporate and debt
restructurings, serving as both the strategic lead internally and the external liaison to over 20 financial institutions
involved in the negotiations. Prior to joining American Capital, Mr. Sarner served in various roles in the accounting
and finance fields performing and managing due diligence, raising debt and equity capital, and performing audits in
public accounting. Mr. Sarner holds a Bachelor of Business Administration in Accounting from James Madison
University and a Masters of Business Administration in Finance from George Washington University. Mr. Sarner
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holds an inactive Certified Public Accountant License in the Commonwealth of Virginia.

CORPORATE GOVERNANCE

During our fiscal year ended March 31, 2017, the board held nine meetings and acted by unanimous written consent
two times. In fiscal 2017, each director attended at least 75% of the aggregate of (1) the total number of meetings of
the board (held during the period for which he was a director) and (2) the total number of meetings
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held by all committees of the board on which he served (held during the periods that he served), except the total
attendance of Mr. Furst was less than 75% due to illness and extenuating circumstances. Mr. Furst was briefed in
detail on all matters covered at all of these meetings, which included receipt and discussion of all presentation
materials provided to the full board of directors at each meeting. In addition, Mr. Furst has made himself available to
the management team between meetings to consult on specific matters in which his extensive investment and
management experience can benefit us. We do not have a formal policy on director attendance at the annual meeting
of shareholders; however, attendance is encouraged. All directors attended our 2017 annual stockholder meeting.

The board recognizes that one of its key responsibilities is to evaluate and determine its optimal leadership structure
so as to provide independent oversight of management. The board understands that there is no single, generally
accepted approach to providing board leadership and that, given the dynamic and competitive environment in which
we operate, the right board leadership structure may vary as circumstances warrant. Accordingly, the board seeks to
fulfill its responsibilities by continually seeking the appropriate board leadership and corporate governance for
CSWC.

Currently, the offices of Chairman of the board and Chief Executive Officer are separated. We have no fixed policy
with respect to the separation of the offices of the Chairman of the board and Chief Executive Officer. The board
believes that the separation of the offices is in the best interests of the Company at this time and is an integral part of
good corporate governance and the succession planning process.

No single leadership model is right for all companies at all times. Our board recognizes that depending on the
circumstances, other leadership models might be appropriate. Accordingly, our board periodically reviews its
leadership structure.

The board appoints the members of the Audit Committee, Compensation Committee and the NCG Committee. Each
of these committees has a written charter approved by the board. These committee charters are available on our
website at www.capitalsouthwest.com/governance. The current members of the committees are identified in the
following table:

Director Audit Compensation

Nominating/
Corporate

Governance
David R. Brooks X X X
Jack D. Furst Chair X X
T. Duane Morgan X X Chair
William R. Thomas III X X X
John H. Wilson X Chair X

Executive Sessions

Our independent directors have regularly scheduled executive sessions in which they meet without the presence of
management or management directors. These executive sessions occur after each regularly scheduled meeting of the
board.

BOARD COMMITTEES

Audit Committee
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The Audit Committee oversees our accounting and financial reporting processes and the audits of the Company�s
financial statements. The responsibilities of the Audit Committee include:

•engaging the Company’s independent registered public accounting firm and conducting an annual review of the
independence of that firm;

•pre-approving and approving all audit and non-audit engagements with the Company’s independent registered public
accounting firm;

•reviewing the annual audited financial statements and quarterly financial information with management and the
independent registered public accounting firm, including disclosures regarding internal controls;
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•reviewing with the independent registered public accounting firm the scope and the planning of the annual audit;

•reviewing and discussing with management the results of the audit of the independent registered public accounting
firm;

•discussing risk assessment and corporate policies with respect to financial reporting and valuation of our investments
and the Company’s financial risk exposure;
•approving related party transactions exceeding $50,000 in aggregate value;
•overseeing investigations into complaints concerning accounting, internal accounting controls and auditing matters;
•reviewing the adequacy of the Audit Committee charter on an annual basis; and
•preparing the Audit Committee report to be included in our annual proxy statement.
During fiscal 2017, the Audit Committee met nine times. The board has determined that each member of the Audit
Committee is �independent� as independence for audit committee members is defined by Nasdaq Marketplace Rules and
is not an �interested person� as defined by the 1940 Act. The board has also determined that each of the Audit
Committee members is financially literate and that each of Mr. Brooks and Mr. Furst is an �audit committee financial
expert� as defined by the SEC and Nasdaq Marketplace Rules. In discharging its oversight role, the Audit Committee
has authority to investigate any matter brought to its attention with full access to all books, records, facilities and
personnel of CSWC and the authority to engage independent counsel and other advisers as it determines necessary to
carry out its duties.

On June 12, 2017 the audit committee approved the engagement of RSM US LLP as the Company�s independent
registered public accounting firm for the company�s fiscal year ending March 31, 2018, replacing Grant Thornton LLP,
our prior independent registered public accounting firm.

Nominating/Corporate Governance Committee

The responsibilities of the NCG Committee include:

•developing and recommending corporate governance principles and procedures applicable to the board and the
Company’s employees;

•
establishing criteria for selection of potential directors, taking into consideration an established set of desired
attributions, and periodically assessing the criteria to ensure they are consistent with best practices and the goals of the
Company;

•
reviewing the qualifications, performance and independence of board members pursuant to criteria and procedures
established by the NCG Committee and making recommendations whether each director should stand for re-election
when his or her term expires;

•
reviewing annually with the board the composition of the board as a whole and recommending, if necessary, measures
to be taken so that the board reflects the appropriate balance of knowledge, experience, skill, expertise and diversity
desired for the board and so that the board meets Nasdaq Marketplace Rules and/or any other regulatory requirements;

•
identifying individuals qualified to become members of our board consistent with the criteria approved by the board
in our Corporate Governance guidelines and recommending to the board a slate of director nominees for each annual
meeting of our shareholders;
•considering and evaluating shareholder nominees for election to the board;
•recommending to the board the removal of a director where appropriate;
•establishing criteria for membership on the board for appointments to and removal from the committees;

•reviewing and re-examining the NCG Committee Charter periodically and making recommendations to the board with
respect to any proposed changes;
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•reviewing annually its own performance against the responsibilities outlined in its charter and as otherwise established
by the board;

•

reviewing, at least once annually, the insider trading and related policies adopted by the board to assure that they are
appropriate for us and comply with the requirements of Nasdaq Marketplace Rules and/or any other regulatory
requirements, recommending to the board any desirable changes to the Code of Conduct and Ethics, considering any
other corporate governance issues that arise from time to time and developing appropriate recommendations for the
board related to any such issues;
•overseeing and establishing appropriate procedures for the annual evaluation of the board and management; and

•
developing and recommending to the board a set of corporate governance guidelines applicable to the Company,
reviewing them annual and, if appropriate, recommending changes to the corporate governance guidelines to the
board.
Qualifications for Director Nominees. In considering director nominees, the NCG Committee considers a number of
factors, including the following:

•significant experience that is relevant and beneficial to the board and CSWC;

•the ability and willingness to make sufficient time commitments to our affairs in order to perform their duties as
directors, including regular attendance at board and committee meetings;
•consistent demonstration of strong character and integrity;
•the ability and willingness to represent the best interests of our shareholders; and

•whether the nominee is �independent� as determined in accordance with the rules promulgated by the SEC, the Nasdaq
Marketplace Rules and/or any other regulatory requirements and the Company’s corporate governance guidelines.
During fiscal 2017, the NCG Committee met two times. The board has determined that each member of the NCG
Committee is �independent� as independence for compensation committee members is defined by Nasdaq Marketplace
Rules and is not an �interested persons� as defined by the 1940 Act.

Consideration of Director Nominees of Shareholders. The NCG Committee will consider nominees for directors
whose names are submitted in writing by a holder of our common stock. Nominations must be addressed to Capital
Southwest Corporation, 5400 Lyndon B. Johnson Freeway, Suite 1300, Dallas, Texas 75240, Attention: Chairman of
the NCG Committee, indicating the nominee�s qualification, and other relevant biographical information and providing
confirmation of the nominee�s consent to serve as a director. In order to be considered for the next annual election of
directors, any such written request must comply with the requirements in our bylaws.

The NCG Committee will evaluate director nominees recommended by a shareholder, current board member or other
person according to the same criteria as a nominee identified by the NCG Committee. While the NCG Committee has
the ability to retain a third party to assist in the nomination process, we have not paid a fee to any third party to
identify or assist in identifying or evaluating potential nominees.

Compensation Committee

The Compensation Committee has the sole authority and responsibility for establishing, administering and reviewing
the Company�s policies, programs and procedures for compensating our executive officers and members of the board.
The functions and responsibilities of the Compensation Committee include:

•
reviewing, at least annually, the goals and objectives and the structure of CSWC’s plans for executive compensation,
incentive compensation, equity-based compensation, and its general compensation plans and employee benefit plans
(including retirement plans);

•making recommendations to the board with respect to any new equity or other incentive compensation plans or any
changes in the objectives and structure of existing plans;
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•reviewing and evaluating annually the performance of the Company’s executive officers, in light of the goals and
objectives of CSWC’s executive compensation plans, and to determine executive compensation;

•overseeing, in consultation with the Chief Executive Officer, the annual evaluation of other executive officers and key
employees;
•recommending grants of equity-based compensation awards to any officer or other employee;

•meeting with management to review and discuss the Compensation Discussion and Analysis included in our annual
proxy statement; and

•reviewing and reassessing annually the adequacy of the Compensation Committee Charter and recommending any
changes to the board.
During fiscal 2017, the Compensation Committee met two times. The board has determined that each member of the
Compensation Committee (a) meets Nasdaq Marketplace Rules with respect to independence and all other applicable
legal requirements, (b) is a �non-employee director� as that term is defined under Rule 16b-3 promulgated under the
Exchange Act, and (c) is an �outside director� as that term is defined under Section 162(m) of the Code. The
Compensation Committee may retain independent counsel and other independent advisors to assist it in carrying out
its responsibilities.

Compensation Committee Interlocks and Insider Participation

During fiscal 2017, no member of the Compensation Committee was an officer or employee of our Company or any
of our subsidiaries. In addition, none of our executive officers served on the board of directors or on the compensation
committee of any other entity, for which any executive officers of such other entity served either on our board or on
our Compensation Committee.

Board and Committee Evaluations

Our Guidelines on Governance require the board and each committee of the board to conduct an annual
self-evaluation to determine whether the board or committee is functioning effectively. The review focuses on the
performance of the entire board or the committee. In connection with each annual performance evaluation, the board
or committee surveys and receives comments from each director or committee member regarding an assessment of the
board�s or the committee�s performance. The board also reviews the NCG Committee�s recommendations concerning
the performance and effectiveness of the board and each of its committees. The NCG Committee will also review the
individual performance of a director as circumstances warrant.

During fiscal 2017, the board engaged a third party consultant to conduct an evaluation of the governance processes
and procedures, and the skill sets and backgrounds of the board members, compared to industry best practices. The
third party consultant presented its evaluation to the board and provided their recommendations.

Our bylaws provide that the board may increase or decrease the number of directors by resolution of the board,
provided that the tenure of office of any incumbent director will not be affected by any decrease in the number of
directors. Our bylaws also provide that any vacancy may be filled either by a majority of the remaining directors or by
our shareholders at an annual meeting or a special meeting called for that purpose. Any director elected to fill a
vacancy will hold office until the next annual election of directors and until a successor is elected and qualified.

Guidelines on Governance and Codes of Ethics

The board has adopted Corporate Governance Guidelines to address significant corporate governance issues. These
guidelines provide a framework for our corporate governance initiatives and cover a variety of topics, including the
role of our board, board selection and composition, board committees, board operation and structure, board orientation
and evaluation, board planning and oversight functions and stock ownership guidelines. The NCG Committee is
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the guidelines.

The board has also adopted a Code of Conduct and pursuant to Rule 17j-1 of the 1940 Act, a Code of Ethics, which
are designed to help officers, managers and employees resolve ethical issues in an increasingly
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complex business environment. It covers topics such as reporting unethical or illegal behavior, compliance with the
law, share trading, conflicts of interest, fair dealing, protection of our assets, disclosure of proprietary information,
internal controls, personal community activities, business records, communication with external audiences and
obtaining assistance to help resolve ethical issues. Personnel subject to the code may invest in securities for their
personal investment accounts including securities that may be purchased or held by us, so long as those investments
are made in accordance with the code�s requirements. Certain transactions involving certain persons closely related to
us, including our directors, officers and employees, may require approval of the SEC. However, the 1940 Act
ordinarily does not restrict transactions between us and our portfolio companies.

Our Corporate Governance Guidelines, Code of Conduct and Code of Ethics are publicly available on the Investor
Relations section of our website under �Corporate Governance� at www.capitalsouthwest.com/governance. You may
read and copy the code of ethics or any materials we file with the SEC at the SEC�s Public Reference Room at 100 F
Street, NE, Washington, DC 20549. You may obtain information on the operation of the Public Reference Room by
calling the SEC at (800) SEC-0330. In addition, the code of ethics is attached as an exhibit to this registration
statement and is available on the EDGAR Database on the SEC�s Internet site at www.sec.gov. You may also obtain a
copy of our code of ethics, after paying a duplicating fee, by electronic request at the following URL:
publicinfo@sec.gov, or by writing the SEC�s Public Reference Section, 100 F Street, NE, Washington,
DC 20549-0102.

Risk Oversight

The board has an active role in overseeing management of CSWC�s risk. The board regularly reviews information
regarding CSWC�s operational, financial, legal, regulatory, strategic and reputational risks which are usually conveyed
to the board by the senior management of CSWC. Because overseeing risk is an ongoing process and inherent in
CSWC�s strategic decisions, the board discusses risk throughout the year during its meetings in relation to specific
proposed actions. The board delegates certain risk management oversight to the board committees. While the board
oversees CSWC�s overall risk management, management is responsible for the day-to-day risk management process.

The primary areas of risk oversight for which the board and each board committee is responsible are summarized in
the chart below.

Board/Committee Primary Areas of Risk Oversight
Board Strategic, financial and executive risks and exposures associated with the annual operating

plan and strategic plan; legal and regulatory exposures and other current matters including
cybersecurity and information systems risk that may present material risk to our operations,
plans, prospects or reputations; material acquisitions and divestitures.

Audit Committee Risks and exposures associated with accounting, auditing, reporting, financial practices
(including the integrity of CSWC’s financial statements and related systems of internal
controls), administration and financial controls, compliance with legal and regulatory
requirements, including ethical business standards, the independent registered public
accounting firm’s qualifications, independence and performance and the performance of the
internal audit function. The Audit Committee also has the direct responsibility for the
appointment, compensation, retention and oversight of our independent registered public
accounting firm, including the performance of any non-audit services.

Compensation
Committee

Risks and exposures associated with compensation, severance agreements, any succession
plans and incentive and equity-based compensation plans for Company employees and
non-employee members of the board, including with respect to compliance of
compensation plans and arrangements with applicable regulations.
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Nominating/Corporate
Governance Committee

Risks and exposures related to governance of CSWC and to the composition and
organization of the board including nominations and qualification criteria for membership,
board size, and board education and evaluation.
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Communication with the Board

Shareholders and interested parties who wish to communicate with any member of the board may do so by writing to:
Capital Southwest Corporation, 5400 Lyndon B. Johnson Freeway, Suite 1300, Dallas, Texas 75240, Attention: Board
of Directors.

Mr. Furst currently reviews all correspondence addressed to the board, or any individual board member, for any
inappropriate correspondence and correspondence more suitably directed to management. Mr. Furst will summarize
all correspondence not forwarded to the board and make the correspondence available to the board for its review at the
board�s request. Mr. Furst will forward shareholder communications to the board prior to the next regularly scheduled
meeting of the board following the receipt of the communication as appropriate.

Board Composition

The NCG Committee seeks directors with established, strong professional reputations and experience in areas relevant
to our investment strategy. Each of our directors holds or has held senior executive positions in large, complex
organizations and has experience that meets this objective. In these positions, they have also gained experience in core
management skills, such as strategic and financial planning, public company financial reporting, compliance, risk
management and leadership development. Each of our directors also has experience serving on or advising boards of
directors and board committees of other organizations and has an understanding of corporate governance practices and
trends.

The NCG Committee also believes that each of our directors has other key attributes that are important to an effective
board: integrity, candor, analytical skills, the willingness to engage management and each other in a constructive and
collaborate fashion, and the ability and commitment to devote significant time and energy to serve on the board and its
committees. The NCG Committee takes into account diversity considerations in determining the director nominees
and planning for director succession and believes that, as a group, our directors bring a diverse range of perspectives
to the board�s deliberations.

In addition to the above, the NCG Committee also considered the specific experience described in the biographical
information that follows in determining to nominate the individuals set forth below for election as directors.

Director Qualifications

The NCG Committee reviews with the board on an annual basis the appropriate skills and characteristics required of
board members in the context of the then-current composition of the board. This assessment includes, in addition to
qualities of intellect, integrity and judgment, business experience and knowledge, reputation and character, issues of
diversity, relevant industry and trade association knowledge and participation, accounting and financial expertise,
public company experience, willingness and ability to devote the time and effort required to effectively serve on the
board and relevant legal and regulatory qualifications. The NCG Committee makes this determination in the context
of an assessment of the perceived needs of the board at that point in time.

The board recognizes that its members benefit from service on the boards of other companies. We encourage that
service but also believe it is critical that directors have the ability to dedicate sufficient time to their service on our
board.

COMPENSATION OF DIRECTORS
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Directors who are not employed by the Company receive an annual retainer of $102,000 for service as a director.
Directors are also reimbursed for travel expenses related to attending board meetings. The non-executive Chairman of
the board and committee chairs also receive additional annual fees as follows:

Position
Annual

Fee
Non-Executive Chairman of the Board $ 30,000
Audit Committee Chair 15,000
Compensation Committee Chair 10,000
Nominating/Corporate Governance Committee Chair 8,000
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The following table sets forth the total compensation paid to our non-employee directors for fiscal 2017. During
fiscal 2017, we did not grant any equity awards or pay or accrue any pension or retirement benefits for our
non-employee directors.

Name

Fees
Earned

or
Paid in
Cash Total

Joseph B. Armes $ 132,000 $ 132,000
David R. Brooks 117,000 117,000
John H. Wilson 112,000 112,000
T. Duane Morgan 110,000 110,000
Jack D. Furst 102,000 102,000
William R. Thomas III 102,000 102,000

In October 2015, the NCG Committee adopted a stock ownership policy for members of the board. This policy
requires each non-employee director to own shares of CSWC stock equal to 2.5 times the annual director retainer, or
$255,000. Each director has five years to establish this required minimum ownership position.

For the beneficial ownership of our common stock by each of our directors and the dollar range value of such
ownership, please see �Control Persons and Principal Stockholders�.

COMPENSATION DISCUSSION AND ANALYSIS

The following Compensation Discussion and Analysis, or CD&A, provides information relating to the compensation
earned by our Named Executive Officers, or NEOs, in fiscal 2017 who were:

•Bowen S. Diehl, President and Chief Executive Officer, or CEO, and
•Michael S. Sarner, Chief Financial Officer, or CFO, Secretary and Treasurer.
Compensation Philosophy

The Compensation Committee has the primary authority to establish our compensation philosophy and the actual
compensation levels for the NEOs and to administer all executive compensation arrangements and policies. The
compensation programs of the Company adopted by our Committee are designed with the goal of providing
compensation that is fair, reasonable and competitive. These programs are intended to align the compensation paid to
our NEOs with both our short-term and long-term objectives and the interests of shareholders, which we believe will
contribute to the achievement of long-term sustainable investment returns. The key elements of our compensation
philosophy include: (1) designing compensation programs that enable us to attract and retain the best talent in the
industry in which we compete; (2) aligning executive compensation packages with the Company�s performance; and
(3) using long-term equity awards to align employee and shareholder interests.

The structure of the NEOs� compensation program is designed to encourage and reward the following factors, among
other things:

•sourcing and pursuing attractively priced investment opportunities in both UMM and LMM companies;
•achievement of income and capital gains to sustain and grow the Company’s dividend payments;
•
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maintenance of liquidity and capital flexibility to accomplish the Company’s business objectives, including the
preservation of investor capital;
•attainment of superior risk-adjusted returns on the Company’s investment portfolio; and
•professional development and growth of individual executives, the management team and other employees.
The Compensation Committee has the primary authority to establish compensation for the NEOs and other key
employees and administers all executive compensation arrangements and policies. Our CEO assists the Compensation
Committee by providing recommendations regarding the compensation of our CFO and other key employees based on
the compensation objectives set by the Compensation Committee as well as current business conditions. The
Compensation Committee exercises its discretion by modifying or accepting his
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recommendations. The Compensation Committee determines the CEO�s compensation without assistance or
consultation. The CEO routinely attends a portion of the Compensation Committee meetings. However, the
Compensation Committee meets in executive session without the CEO or other members of executive management
from time to time.

To determine the competitiveness of executive compensation levels, the Compensation Committee analyzes a group
of BDCs, both internally and externally managed. Items reviewed included corporate and, to the extent available,
executive performance measures established to achieve total returns for shareholders. However, the Compensation
Committee does not specifically benchmark the compensation of our NEOs against that paid by other companies. This
is in part due to the fact that there are few internally managed BDCs and none of them are directly comparable to the
Company with respect to business strategies, assets under management, typical investment size and market
capitalization. Moreover, many externally managed BDCs do not publicly report the compensation of their executive
officers. While various salary surveys from other private sources may become available to the Company with regard
to these private entities, the Company believes that, among other reasons, without accurate, publicly disclosed
information that would serve as benchmarks, it is not appropriate for the Company to set formal benchmarking
procedures.

The Compensation Committee has from time to time engaged an independent compensation consultant to assist the
Compensation Committee and provide advice on a variety of compensation matters relating to NEO and
non-executive director compensation, incentive compensation plans and compensation trends, regulatory matters and
compensation planning best practices. In prior periods, the compensation consultant was hired by and reported directly
to the Compensation Committee. Although a compensation consultant may work directly with management on behalf
of the Compensation Committee, any such work is under the control and supervision of the Compensation Committee.
No fees were paid during fiscal 2017. The Compensation Committee has engaged an independent compensation
consultant to evaluate NEO and non-executive director compensation for fiscal 2018 compensation.

In all categories, we believe our compensation, taken as a whole, helps us attract, retain and motivate exceptional
executive officers. To achieve these objectives, the Compensation Committee implements and expects to maintain
compensation plans that tie a substantial portion of executive�s overall compensation to key strategic financial and
operational goals such as maintaining and growing our portfolio. It is always the intention of the Compensation
Committee that our executive officers be compensated competitively and consistent with our strategy, sound corporate
governance principles and shareholder interests and concerns.

Elements of Executive Compensation

For fiscal 2017, the components of CSWC�s compensation program for NEO�s included:

Compensation
Element Form of Compensation Compensation Objective
Base Salary Cash paid on a regular basis throughout

the year
Provide a level of fixed income that is competitive to
allow the Company to attract and retain executive
talent

Annual Cash
Incentive
Opportunities

Cash awards paid on an annual basis
following year-end audit completion

Reward NEOs who contribute to our financial
performance and strategic success during the year and
reward individual achievements

Long-term Equity
Compensation
Awards

Restricted stock awards are subject to a
graded vesting over four or five years and
are contingent on continued employment

Reward NEOs who contribute to our success through
the creation of shareholder value and to provide
meaningful retention incentives and reward individual
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Base Salaries

Salaries were determined by the Compensation Committee for each of the NEOs on an individual basis, taking into
consideration individual contributions to overall company and individual performance, length of tenure, compensation
levels for comparable positions at companies and internal pay equity among similar positions within CSWC. The
Compensation Committee placed more emphasis on those compensation elements which are linked to long-term
results.

In fiscal 2018, after consideration of the factors set forth above, the Compensation Committee determined the annual
base salary of Mr. Diehl would remain $442,000, consistent with fiscal 2017. The Compensation Committee
determined the annual base salary of Mr. Sarner would remain $373,000, consistent with fiscal 2017. The
Compensation Committee believes that the base salaries of our NEOs are appropriate for each NEO as a component of
his overall compensation package.

Annual Cash Incentive Opportunities

Annual cash incentive opportunities are intended to reward individual performance as well as operating results during
the year and therefore can be highly variable from year to year. The Compensation Committee established the target
annual cash incentive opportunities for the NEOs at the start of the year, taking into account the potential contribution
by that executive to overall company performance and each executive�s industry experience, relative to the market. For
fiscal 2018, the Compensation Committee set the annual cash incentive opportunity at 150% of annual base salary for
Mr. Diehl and 125% of annual base salary for Mr. Sarner, consistent with fiscal 2017. No threshold or maximum
payout levels were set. The Compensation Committee may, in its sole discretion, award cash incentives that are higher
or lower than the target annual cash incentive opportunities set for fiscal 2017.

At the start of each fiscal year, the Compensation Committee also establishes Company and individual performance
measures. The Compensation Committee strives to ensure that the performance measures utilized each year to
evaluate NEO performance effectively align the performance of each individual NEO with the performance of the
Company. The fiscal 2017 performance measures used for determining the annual cash incentive for NEOs included,
among other things, the following:

•

Achievement of significant corporate financial objectives, particularly (1) investment income growth, (2) pre-tax net
investment income growth, (3) dividend growth, (4) growth and diversification of the investment portfolio, (5) overall
credit quality of the investment portfolio, (6) liquidity and capital flexibility, (7) preservation of NAV and (8) total
return on shareholders’ equity;
•Individual performance and achievement of individual goals, as well as the contribution to corporate objectives;

• Maintaining the highest ethical standards, internal controls and adherence to regulatory
requirements; and

•Appropriate and planned development of personnel.
The Compensation Committee did not set target amounts for any performance measure or establish any minimum or
maximum payout under the annual cash incentive awards. In April 2017, the Compensation Committee evaluated the
overall outcome of these performance measures on a holistic basis in determining the annual cash incentive payout. In
determining the cash incentive awards for fiscal 2017, the Compensation Committee considered the following: (1)
investment income of $23.5 million compared to $9.2 million in the prior year, (2) pre-tax net investment income of
$0.61 per share compared to ($0.76) per share in the prior year, (3) declared $0.79 per share in total cash dividends
compared to $0.14 per share in the prior year, (4) NAV of $17.80 per share compared to $17.34 per share in the prior
year, (5) $287 million in total investments at fair value, with no investments on non-accrual, compared to $178 million
in total investments at fair value in the prior year, (6) entered into a new credit facility with $100 million in
commitments (subject to a borrowing base), with the ability to expand the facility to $150 million with lender consent,
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and $75 million available at year end, and (7) total return on shareholders� equity of 8.6% for fiscal year 2017.

The Compensation Committee concluded that the performance of the Company and each individual NEO was at a
consistent high level in fiscal year 2017, resulting in excellent financial results. In evaluating these results, the
Compensation Committee did not assign weights to these performance measures and used discretion
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in determining the annual cash incentive compensation awarded to each NEO. Based on the board�s evaluation of
fiscal year 2017, and upon completion of the annual audit, Mr. Diehl was awarded an annual cash incentive of
$751,938 (representing 170% of his base salary) and Mr. Sarner was awarded an annual cash incentive of $528,795
(representing 142% of his base salary). The Compensation Committee believes the annual cash incentives earned by
the NEOs are appropriate in relation to CSWC�s financial performance for fiscal 2017 as well as each NEO�s individual
performance during that period.

Long-Term Equity Compensation

The board and its shareholders approved Capital Southwest�s 2009 Stock Incentive Plan and 2010 Restricted Stock
Award Plan. The Compensation Committee ceased granting additional options prior to the Share Distribution and will
not grant additional options under the 2009 Stock Incentive Plan. The 2010 Restricted Stock Award Plan, in addition
to our annual cash incentive awards, allows CSWC to provide cash and stock-based compensation opportunities to
certain key employees, including NEOs. CSWC stock-based awards as long-term incentive compensation to: (1) align
compensation commensurate with the creation of shareholder value; (2) create opportunities for increased stock
ownership by executives; and (3) attain competitive levels of total compensation over the long term. On October 26,
2010, we received an exemptive order from the SEC permitting us to issue restricted stock to our executive officers
and certain key employees, the Prior Order. On August 22, 2017, we received an exemptive order that supersedes the
Prior Order and allows us to withhold shares to satisfy tax withholding obligations related to the vesting of restricted
stock granted pursuant to the 2010 Restricted Stock Award Plan and to pay the exercise price of options to purchase
shares of our common stock granted pursuant to the 2009 Stock Incentive Plan.

2010 Restricted Stock Award Plan

Pursuant to the 2010 Restricted Stock Award Plan, the Compensation Committee may award shares of restricted stock
to plan participants in such amounts and on such terms as the Compensation Committee determines in its sole
discretion, provided that such awards were consistent with the conditions in the SEC�s exemptive order. Each restricted
stock grant is for a fixed number of shares as set forth in an award agreement between the grantee and CSWC. Award
agreements describe time and/or performance vesting schedules and other appropriate terms and/or restrictions with
respect to awards, including rights to dividends and voting rights. Except for restricted stock granted in connection
with the Share Distribution, the grants of restricted stock vest ratably over four or five years.

If a participant�s employment is terminated for any reason, including retirement, other than death or disability, the
participant�s unvested restricted stock awards shall be forfeited. If a participant�s employment is terminated due to death
or disability or if a change in control (as defined in the 2010 Restricted Stock Award Plan) occurs, the participant�s
unvested restricted stock awards will vest immediately. Participants who have received restricted stock awards will
receive dividends and will have voting rights with respect to such shares.

On an annual basis, the Compensation Committee considers employee performance and future potential when
determining the amount of restricted stock awards to recommend for each executive officer. In addition, the
Compensation Committee considers each NEO�s total cash compensation in relation to the proposed stock award and
the effect of dilution of NAV per share and earnings per share prior to awarding the stock grants. On October 26,
2016, the board, through the Compensation Committee, approved restricted stock awards for NEOs. Mr. Diehl was
awarded 43,125 shares of restricted stock. The aggregate grant date fair value of the award was $624,450. This award
reflects Mr. Diehl�s leadership, which enabled us to achieve our operational and financial objectives. Mr. Diehl�s
performance during this time period was vital to our Company�s success. Mr. Sarner was awarded 34,500 shares of
restricted stock. The aggregate grant date fair value of the award was $499,560. This award reflects Mr. Sarner�s role
in managing all financial aspects of our Company, and his leadership in matters relating to our capital structure,
investment committee and investor relations. Mr. Sarner�s restricted stock awards also reflect his continued service as
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our Chief Compliance Officer and Secretary.

In August 2014, the Compensation Committee granted restricted stock awards to Mr. Diehl and other executives, as
part of the Spin-Off Compensation Plan (discussed below) to incentivize Mr. Diehl and the other executives to
complete a transformative transaction such as the Share Distribution. The restricted stock awards vested and became
payable after the completion of a transformative transaction, with one-third vesting on December 29, 2015, one-third
on December 29, 2016 and one-third will vest on December 29, 2017. In addition,
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the number of restricted stock awards held by Mr. Diehl and other executives that were granted the restricted stock
awards as part of the Spin-Off Compensation Plan were subject to reduction if the value of restricted stock awards
plus the value of the options granted under the Spin-Off Compensation Plan exceeded six percent of the accretion in
the aggregate value of the then outstanding Company and shares of CSWI together with interim dividends paid on the
Company shares over the aggregate value of Company shares on the grant date, realized from the grant date through
the Determination Date (as defined below). See �—Historical Elements of Executive Compensation—Spin-Off
Compensation Plan� for an additional discussion of the restricted stock awards and the terms of the potential reduction
in the awards.

Historical Elements of Executive Compensation

Prior to the Share Distribution of our CSWI businesses, we granted long-term cash incentive awards and stock options
to our NEOs, as described below.

Long-Term Cash Incentive Awards

The Compensation Committee has historically used our long-term cash incentive awards, or Individual Incentive
Awards as a way to motivate its executives to increase the value of the Company as reflected by our NAV, without the
dilution that accompanies the use of stock options or restricted stock awards. Individual Incentive Awards generally
vest on the fifth anniversary of the award date, providing a meaningful retention device. The Compensation
Committee generally sets the baseline for measuring increases in NAV at CSWC�s most recent quarterly NAV per
share at the time of issuance, requiring sustained asset value appreciation for the awards to provide a meaningful
return. In connection with the Share Distribution, all Individual Incentive Awards were amended to provide that the
payments due thereunder would be based on our NAV as of June 30, 2015. As of March 31, 2017, there are 24,000
Individual Incentive Awards outstanding for our NEOs. We retained all liabilities related to Individual Incentive
Awards granted to NEOs following the Share Distribution, including with respect to those executive officers whose
employment transferred to CSWI. Upon exercise of an Individual Incentive Award, CSWC pays the recipient a cash
payment in an amount equal to (1) the NAV per share as of June 30, 2015 minus the baseline NAV per share,
multiplied by (2) the number of units subject to such Individual Incentive Award. The Compensation Committee did
not grant any Individual Incentive Awards during fiscal 2017.

The Compensation Committee does not intend to grant additional Individual Incentive Awards in the future.

2009 Stock Incentive Plan

The Compensation Committee previously granted options to purchase CSWC�s common stock (including incentive
stock options and nonqualified stock options). Options were granted with an exercise price at the closing price of
CSWC�s stock on the date of grant. CSWC has never granted options with an exercise price that was less than the
closing price of CSWC�s common stock on the grant date, nor has it granted options that are priced on a date other than
the grant date.

Historically, options have become exercisable on or after the first anniversary of the date of grant in five annual
installments and have a term of 10 years. Upon termination or retirement, option holders have 30 days to exercise
vested options to purchase shares except in the case of death or disability (subject to a 6-month limitation). Prior to the
exercise of options, holders have no rights as shareholders with respect to the shares subject to such option, including
voting rights and the right to receive dividends or dividend equivalents. The board retained the right to make option
holders whole in certain situations, such as distributions.
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From time to time, the Compensation Committee recommended and the board granted qualified and non-qualified
stock options to certain key employees and NEOs. In August 2014, the Compensation Committee granted stock
options to Mr. Diehl to incentivize Mr. Diehl to complete a transformative transaction, with one-third vesting 90 days
after the consummation of the Share Distribution on December 29, 2015, or the Determination Date, one-third on the
first anniversary of the Determination Date on December 29, 2016 and one-third on the second anniversary of the
Determination Date on December 29, 2017. Please see �—Spin-Off Compensation Plan� for an additional discussion of
these options.

The Compensation Committee ceased granting additional options prior to the Share Distribution and will not grant
additional options under the 2009 Stock Incentive Plan or request shareholders� approval of any additional
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stock options to be added to the 2009 Stock Incentive Plan. In connection with the Share Distribution, certain
adjustments, using volumetric weighted-average prices for the 10-day period immediately prior to and immediately
following the Share Distribution, were made to the exercise price and number of shares of our stock subject to the
awards, with the intention of preserving the economic value of the awards immediately prior to the Share Distribution
for all of our employees.

Spin-Off Compensation Plan

On August 28, 2014, the board adopted the Spin-Off Compensation Plan, which entitled Mr. Diehl, Kelly Tacke,
former CFO, and Joseph Armes, in his former capacity as CEO, to certain stock options, restricted stock and cash
awards upon the consummation of the Share Distribution. The plan was intended to align the compensation of the
Company�s key officers with the Company�s strategic objective of increasing the market value of the Company�s shares
through a transformative transaction for the benefit of the Company�s shareholders. Under the plan, Mr. Diehl and the
other executives were eligible to receive a total amount equal to six percent of the aggregate increase in the Company�s
market value from August 28, 2014 (using a base price of $36.16 per share) to the �Determination Date.� The first plan
component consists of awards of nonqualified options to purchase 259,000 shares of common stock at an exercise
price of $36.60 per share. The second plan component consists of awards of 127,000 shares of restricted stock, which
have voting rights but do not have cash dividend rights. The final plan component consists of cash incentive payments
awarded to each participant in an amount equal to the excess of each awardee�s allocable portion of the total payment
amount over the aggregate value as of the Determination Date of the awardee�s restricted common stock and
nonqualified option awards under the plan.

The Compensation Committee granted options to purchase 86,334 shares of Company common stock to Mr. Diehl.
The Company also granted 42,000 shares of restricted stock to Mr. Diehl. The Compensation Committee granted a
cash award to Mr. Diehl that represented the difference between (1) the value of the options and restricted stock
awards and (2) six percent of the accretion in aggregate market value of the Company and CSWI market value from
the grant date of such awards through the Determination Date (as defined below).

On September 8, 2015, the board designated the Share Distribution as a transformative transaction for purposes of the
executive compensation plan and amended the award agreements granted under the plan to provide for accelerated
vesting of the awards held by a participant in the event of a termination of that participant�s service effected by the
participant for good reason, by the employer without cause, or as a result of the disability or death of the participant.
On September 30, 2015, we completed the Share Distribution through a tax-free pro-rata share distribution of CSWI�s
common stock to CSWC shareholders of record on September 18, 2015.

The total value accretion was six percent of the aggregate appreciation in CSWC�s share price from $36.16 to the
combined volume-weighted average prices of both CSWC and CSWI stock as of December 29, 2015. The cash
component of the Spin-Off Compensation Plan was the difference between the total value accretion and the aggregate
value of the awardee�s restricted common stock and non-qualified option awards under the plan. The first cash
payment was made in January 2016 and the second cash payment was made in January 2017. The vesting date for the
final payment is December 29, 2017.

Other Benefits

Effective October 1, 2015, we established a qualified defined contribution plan intended to meet the requirements of
Section 401(k) of the Code, or the 401(k) Plan. The 401(k) Plan permits all full-time employees to defer a portion of
their total annual compensation up to the maximum amount allowed under the Internal Revenue Code. We make
contributions to the 401(k) Plan on behalf of employees up to 4.5% of the employee�s eligible compensation, all of
which is fully vested immediately. Mr. Diehl and Mr. Sarner were eligible to participate in the 401(k) Plan in
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fiscal 2017 on the same basis as all other employees of the Company.

Additionally, the Company�s NEOs participate in the same benefit plans and programs as the Company�s other
employees, including comprehensive medical and dental insurance and vision care.

The Company provides no other material benefits, perquisites or retirement benefits to the NEOs.
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Potential Payments upon Change in Control or Termination of Employment

CSWC offers change-in-control benefits under its long-term incentive plans to motivate executives to focus on
transactions that are likely in the best interests of CSWC�s shareholders, even though such transactions may result in a
loss of employment for the executives. CSWC believes its programs are consistent with market practices and therefore
also serve to attract and retain its executives.

Shareholder Advisory Vote on Executive Compensation

At CSWC�s 2017 annual meeting of shareholders, CSWC shareholders approved an advisory vote with 59% of the
votes cast in favor of CSWC�s compensation philosophy, policies and procedures and the 2017 fiscal year
compensation of the NEOs. The Compensation Committee considered the results of that vote as an affirmation of
CSWC�s executive compensation decisions and policies.

Compensatory Risk Assessment

CSWC works to integrate sound risk management into its compensation programs. CSWC implements a multi-faceted
strategy to mitigate risk in compensation. CSWC believes our focus on long-term stable compensation programs and
our ability to retain long-term employees work to limit incentives to take unnecessary or imprudent risk-taking
actions. CSWC also provides stable fixed cash compensation to each of our executive officers to limit the financial
exposure that our NEOs face as holders of significant equity in our enterprise.

In April 2017, the Compensation Committee undertook a review of its compensation programs and determined that
the programs are not reasonably likely to have a material adverse effect on CSWC. The Compensation Committee
analyzed the competitiveness of the components of compensation described above on both an individual and
aggregate basis. The Compensation Committee believes that the total compensation paid to the NEOs in fiscal 2017 is
consistent with the overall objectives of the Company�s executive compensation program.

COMPENSATION OF EXECUTIVE OFFICERS

Summary Compensation Table

The following table includes information concerning compensation received by our NEOs for fiscal years 2017, 2016
and 2015:

Name and
Principal
Position

Fiscal
Year Salary Bonus

Stock
Awards(1)

Option
Awards(2)

Non-Equity
Incentive Plan
Compensation

Change
in

Pension
Value
and

Nonqualified
Deferred

Compensation
Earnings(3)

All Other
Compensation(4) Total

Bowen S.
Diehl(5)

President
and Chief

2017 $ 442,000 $ —$ 624,450 $ —$ 1,441,624 (8) $ —$ 34,268 $ 2,542,342
2016 $ 429,000 $ —$ 698,890 $ —$ 1,359,586 (8) $ 16,530 $ 114,295 $ 2,618,301
2015 $ 428,000 $ 14,151 $ 637,980 $ 499,874 $ 643,500 $ 48,410 $ 27,000 $ 2,298,915
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Executive
Officer
Michael S.
Sarner(6)

Chief
Financial
Officer,
Chief
Compliance
Officer and
Secretary

2017 $ 373,000 $ —$ 499,560 $ —$ 528,795 $ —$ 27,309 $ 1,428,664

2016 $ 261,349 (7) $ 75,000 $ 356,880 $ —$ 482,649 $ —$ 4,106 $ 1,179,984

(1)

These amounts represent the grant date fair value of restricted stock awards determined in accordance with
ASC 718 based on the closing price of our common stock on the date of grant. Pursuant to SEC rules, the amounts
shown exclude the impact of estimated forfeitures related to service-based vesting conditions. The amounts do not
correspond to the actual value that will be recognized by our NEOs upon vesting of these grants. In connection
with the Share Distribution, all previously granted restricted stock awards were adjusted. Each holder of a
restricted stock award received one restricted share of CSWI stock for every CSWC restricted share held. An
immaterial amount of incremental fair value was granted through this adjustment. Awards made in fiscal 2016 and
fiscal 2017 were granted after the Share Distribution and required no adjustment. See Note 10 of the consolidated
financial statements in Capital Southwest’s Audited Financial Statements included elsewhere in this registration
statement for the fiscal year ended March 31, 2017 regarding assumptions underlying valuation of equity awards.

(2)

These amounts represent the grant date fair value of stock option awards using Black-Scholes pricing model
determined in accordance with ASC 718 based on the closing price of our common stock on the date of grant.
Pursuant to SEC rules, the amounts shown exclude the impact of estimated forfeitures related to service-based
vesting conditions. The amounts do not correspond to the actual value that will be recognized by our NEOs upon
vesting of these grants. The number of shares and the exercise price of option awards granted
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prior to the completion of the Share Distribution were adjusted for the Share Distribution transaction. No incremental
fair value was granted through this adjustment. See Note 10 of the consolidated financial statements in the Company�s
Audited Financial Statements included elsewhere in this registration statement for the fiscal year ended March 31,
2017 regarding the assumptions underlying the valuation of equity awards.

(3)

Amounts shown reflect the aggregate change during the year in actuarial present value of accumulated benefit
under the Retirement Plan and the Restoration Plan, as applicable. The Retirement Plan was transferred to CSWI
effective as of September 30, 2015, and CSWI assumed liability for all future funding obligations under the
Retirement Plan. Therefore, amounts shown in this column for 2016 with respect to the Retirement Plan reflect the
aggregate change during the partial year beginning April 1, 2015 and ending September 30, 2015. See Note 12 of
the consolidated financial statements in Capital Southwest’s Audited Financial Statements included elsewhere in
this registration statement for the fiscal year ended March 31, 2017 regarding assumptions used in determining
these amounts.

(4)See �All Other Compensation� table below for information regarding amounts included in this column.

(5)Effective October 1, 2015 with the completion of the Share Distribution, Mr. Diehl was appointed President and
Chief Executive Officer of CSWC.

(6)
Effective July 14, 2015, Mr. Sarner joined CSWC as Senior Vice President. Effective October 1, 2015 with the
completion of the Share Distribution, Mr. Sarner was appointed Chief Financial Officer, Chief Compliance Officer,
Secretary and Treasurer.

(7)Mr. Sarner’s compensation reflects partial year salary from July 14, 2015 to March 31, 2016 for fiscal 2016.

(8)�Non-Equity Incentive Plan Compensation� for Mr. Diehl includes $689,686 in both fiscal 2017 and 2016 for cash
incentive awards under the Spin-Off Compensation Plan

All Other Compensation

Name and Principal Position
Fiscal
Year

Accrued
Non-Vested

Benefits
Upon

Termination
of

ESOP(1)

401(k)
Plan/ESOP

Contributions Dividends(2) Total
Bowen S. Diehl
President and Chief Executive Officer

2017 $ — $ 9,894 $ 24,374 $ 34,268
2016 $ 105,851 $ 8,044 $ 400 $ 114,295
2015 $ — $ 26,000 $ 1,000 $ 27,000

Michael S. Sarner
Chief Financial Officer, Chief Compliance
Officer, and Secretary

2017 $ — $ 13,344 $ 13,965 $ 27,309

2016 $ — $ 4,106 $ —$ 4,106

(1)

Prior to the Share Distribution, our subsidiaries maintained two Employee Stock Ownership Plans, or ESOPs, and
the Company made discretionary contributions to the ESOPs within limits established by the Code. In connection
with the Share Distribution, the ESOPs related to CSWI employees were transferred to CSWI effective
September 30, 2015. The account balances in the ESOPs of participants who remained our employees following
the Share Distribution, including Mr. Diehl, were either transferred to the 401(k) Plan in the case of accrued vested
benefits or paid in cash in the case of accrued unvested benefits. This column represents cash paid in connection
with the transfer of the ESOPs. Effective 2015, the ESOPs transferred to CSWI in connection with the Share
Distribution.

(2)These amounts reflect dividends received on unvested restricted shares held by the NEO, which were not included
in the grant date fair value of the awards previously reported.

Grants of Plan-Based Awards
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The following table sets forth certain information with respect to each grant of a plan-based award to our NEOs in
fiscal 2017.

Name Grant Date

Stock
Awards:
Number
of Shares
of Stock(1)

Grant Date
Fair

Value of
Stock and

Option
Awards(2)

Bowen S. Diehl 11/15/2016 43,125 $ 624,450
Michael S. Sarner 11/15/2016 34,500 $ 499,560

(1)
These restricted stock awards under the 2010 Restricted Stock Award Plan vest one-fourth each year beginning on
the first anniversary of the grant date, subject to continued employment. Restricted stock awards entitle the holder
to dividends and voting rights beginning on the grant date.

(2)The amounts represent the grant date fair value of restricted stock awards determined in accordance with ASC 718
based on the closing price of our common stock on the date of grant.

Outstanding Equity Awards at Fiscal Year End

The following table sets forth certain information with respect to the outstanding equity awards held by our NEOs as
of March 31, 2017.
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Name

Number of
securities

underlying
unexercised
Options (#)
exercisable

Number of
securities

underlying
unexercised
options (#)

unexercisable

Option
exercise
price(1)

Option
expiration

date

Number
of

shares of
stock that
have not
vested(2)

Market
value

of shares of
stock that

have
not vested(3)

Bowen S. Diehl 5,977 11,950 $ 11.00 3/17/2024 94,375 $ 1,595,881
24,000 28,661 $ 11.53 8/28/2024

Michael S. Sarner — — — — 52,500 $ 887,775

(1)
Represents the closing price on the date of grant. Exercise prices for options granted prior to the Share Distribution
were adjusted in connection with the Share Distribution effective as of September 30, 2015. No incremental fair
value was granted through this adjustment.

(2)

With respect to Mr. Diehl, 1,000 shares of restricted stock will vest on each of March 17, 2018 and 2019, 11,750
shares of restricted stock will vest on each of November 10, 2017, 2018 and 2019, 10,781 shares of restricted stock
will vest on each of November 15, 2017, 2018 and 2019 and 10,782 shares of restricted stock will vest on
December 29, 2020, and 14,000 shares of restricted stock will vest on December 29, 2017. With respect to Mr.
Sarner, 6,000 shares of restricted stock will vest on each of November 10, 2017, 2018 and 2019 and 8,625 shares
of restricted stock will vest on each of November 15, 2017, 2018, 2019 and 2020.

(3)The value of the non-vested restricted stock was computed by multiplying the number of non-vested shares of
restricted stock by $16.91, the closing stock price on March 31, 2017, the last trading day of fiscal 2017.

Option Exercises and Equity Awards Vested in Fiscal Year

The following table provides information regarding the vesting of restricted stock and the exercise of options held by
each of our NEOs for fiscal 2017.

Option Awards Stock Awards
Number
of Shares
Acquired

on
Exercise

Value
Realized

on
Exercise

Number
of Shares
Acquired

on
Vesting(1)

Value
Realized

on
Vesting(2)

Bowen S. Diehl 45,271 $ 215,938 26,750 $ 413,108
Michael S. Sarner —$ — 6,000 $ 85,260

(1)Includes vesting of the first two-thirds of restricted shares granted under the Spin-Off Compensation Plan.
(2)The value realized equals the number of shares multiplied by closing price on the day prior to the vesting date.
Potential Payments Upon Termination or Change in Control

The agreements governing our restricted stock awards and our Long-Term Cash Incentive Awards to employees,
including NEOs, provide upon certain transactions involving a change in control or upon a participant�s death or
disability (each as defined in the award agreement), that unvested shares of restricted stock will fully vest and the long
term cash incentive awards would be paid. The acceleration of unvested restricted stock would apply to both Mr.
Sarner and Mr. Diehl, however the payment of the long term cash incentive award would only apply to Mr. Diehl. The
full amount of unvested cash incentive awards issued under the Spin-Off Compensation Plan as discussed above
would be paid upon termination without cause, upon a change in control or upon a participant�s death or disability.
This payment would apply only to Mr. Diehl. All stock options currently unexercisable issued under the Spin-Off
Compensation Plan and the 2009 Stock Incentive Plan would become exercisable upon termination without cause,
upon a change in control or upon a participant�s death or disability. This payment would only apply to Mr. Diehl.
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The following table quantifies potential compensation that would have become payable to each of our NEOs if their
employment had terminated on March 31, 2017, given the closing price of our common stock on that date. In addition,
the table quantifies the compensation that would have become payable to each of our NEOs assuming that a change in
control of CSWC had occurred on March 31, 2017, and determining any amounts that would be payable under all
compensation agreements in effect as of that date.

Cash
Payments

Acceleration
of

Equity
Awards(1) Total

Bowen S. Diehl
Termination for Cause $ —$ —$ —
Termination without Cause 689,686 224,821 914,507
Change in Control(2) 752,357 1,820,705 2,573,062
Death or Disability 752,357 1,820,705 2,573,062
Michael S. Sarner
Termination for Cause — — —
Termination without Cause — — —
Change in Control(2) — 887,775 887,775
Death or Disability — 887,775 887,775

(1)Amounts reflected in this table do not include the value of any CSWI equity awards that will accelerate upon a
change in control of CSWC.

(2)Change of control payment does not assume or require termination of the employee.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

We have procedures in place for the review, approval and monitoring of transactions involving the Company and
certain persons related to CSWC. As a BDC, the 1940 Act restricts us from participating in transactions with any
persons affiliated with CSWC, including our officers, directors and employees and any person controlling or under
common control with us, subject to limited exceptions.

In order to ensure that we do not engage in any prohibited transactions with any persons affiliated with CSWC, our
officers screen each of our transactions for any possible affiliations, close or remote, between the proposed portfolio
investment, CSWC, companies controlled by us and our employees and directors. The Audit Committee is responsible
for approving related party transactions exceeding $50,000 in aggregate value.

In addition, our Code of Conduct and Code of Ethics, which are applicable to all of our employees, officers and
directors, require that all employees, officers and directors avoid any conflict, or the appearance of a conflict, between
an individual�s personal interests and our interests. Our Code of Conduct and Code of Ethics are available at
http://www.capitalsouthwest.com/governance.
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CONTROL PERSONS AND PRINCIPAL STOCKHOLDERS

The following table sets forth certain information with respect to the beneficial ownership of our common stock as of
August 28, 2017 by (1) each NEO in the Summary Compensation Table; (2) each director that served at any time
during fiscal 2017; (3) all current directors and executive and non-executive officers as a group; and (4) each person
who is the beneficial owner (as that term is defined in the rules and regulations of the SEC) of 5% or more of our
outstanding common stock. The number of shares beneficially owned by each entity, person, director or executive
officer is determined under the rules of the SEC, and the information is not necessarily indicative of beneficial
ownership for any other purpose. Under such rules, beneficial ownership includes any shares as to which the
individual has the sole or shared voting power or investment power and also any shares that the individual has a right
to acquire as of October 27, 2017 through the exercise of any stock option or other right. Unless otherwise indicated
below, each of the persons named in the table has sole voting and investment power with respect to the shares
indicated to be beneficially owned. Percentage of ownership is based on 16,009,296 shares of common stock
outstanding as of August 28, 2017. Number of shares held by beneficial owners of 5% or more of our outstanding
common stock are as of the date of the applicable SEC filing made by those owners (unless otherwise noted).

Name and Address of Beneficial Owner

Amount and
Nature

of Beneficial
Ownership

Percent
of Class

Directors & Executive Officers
Joseph B. Armes(1),(2) 109,722 *
David R. Brooks(1) 20,000 *
Bowen S. Diehl(1),(3) 222,989 1.4 %
Jack D. Furst(1) 17,100 *
T. Duane Morgan(1),(4) 15,941 *
Michael S. Sarner(1),(5) 65,286 *
William R. Thomas III(1),(6) 592,156 3.7 %
John H. Wilson(1) 17,000 *

All directors and executive officers as a group (8 persons) 1,060,194 6.6 %

5% Owners
Punch & Associates Investment Management, Inc.(7) 1,784,841 11.1 %
Moab Capital Partners, LLC(8) 1,626,864 10.2 %
Zuckerman Investment Group(9) 1,269,287 7.9 %
Ariel Investments, LLC(11) 951,668 5.9 %
River Road Asset Management, LLC(10) 872,480 5.4 %

*Less than 1%

(1)

Unless otherwise indicated, the address of each of the persons whose name appears in the table above is: c/o
Capital Southwest Corporation, 5400 Lyndon B. Johnson Freeway, Suite 1300, Dallas, Texas 75240. None of the
shares of Capital Southwest’s common stock owned by our directors, director nominees or executive officers are
pledged as security.

(2)
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Mr. Armes has voting power with respect to 15,000 unvested restricted shares of Capital Southwest’s common
stock and 13,500 unrestricted shares of common stock. In addition, 81,222 shares of his stock options granted
under the 2009 stock option plan will be exercisable as of October 27, 2017, and are included in the number of
shares reported.

(3)
Mr. Diehl has voting power with respect to 94,375 unvested restricted shares and 98,637 unrestricted shares of
common stock. In addition, 29,977 of Mr. Diehl’s stock options granted under the 2009 stock option plan will be
exercisable as of October 27, 2017, and are included in the number of shares reported.

(4)Mr. Morgan holds 4,395 shares of Capital Southwest’s common stock directly and 11,546 shares indirectly through
the Morgan Family Trust.

(5)Mr. Sarner has voting power with respect to 52,500 unvested restricted shares and 12,786 unrestricted shares of
common stock.

(6)

Mr. Thomas holds 8,217 shares of Capital Southwest’s common stock directly. Mr. Thomas is President and sole
manager of Thomas Heritage Company, L.L.C., the sole general partner (the �General Partner�) of Thomas Heritage
Partners, Ltd. (the �Partnership�). In such capacity, Mr. Thomas has sole voting and dispositive power with respect
to 571,939 shares owned by the Partnership. Mr. Thomas beneficially owns 12,000 held by his minor children.

(7)

Based on a Schedule 13G/A filed with the SEC on February 3, 2017 and a Schedule 13F-HR filed with the SEC on
August 14, 2017, Punch & Associates beneficially owns and has sole voting and dispositive power with respect
to 1,784,841 shares of Capital Southwest’s common stock. The address for Punch & Associates is 3601 W. 76th
Street, Suite 225, Edina, Minnesota 55435.
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(8)

Based on a Schedule 13G filed with the SEC on February 14, 2017 and a Schedule 13F-HR filed with the SEC on
August 14, 2017, Moab Capital Partners, LLC, Moab Partners, L.P. and Michael M. Rothenberg beneficially own
and have sole voting and dispositive power with respect to 1,626,864 shares of Capital Southwest’s common stock.
According to the Schedule 13G, Moab Capital Partners, LLC is the investment adviser to Moab Partners, L.P. and
a certain managed account. Mr. Rothenberg is an owner and a Managing Member of Moab Capital Partners, LLC.
By virtue of these relationships, each of Moab Capital Partners, LLC and Mr. Rothenberg may be deemed to
beneficially own shares of Capital Southwest’s common stock owned directly by Moab Partners, L.P. and held in
the managed account. The address for Moab Capital Partners is 15 East 62nd Street, New York, New York 10065.

(9)

Based on a Schedule 13G/A filed with the SEC on February 14, 2017 and a Schedule 13F-HR filed with the SEC
on August 11, 2017, Zuckerman Investment Group, LLC, Sherwin A. Zuckerman and Daniel R. Zuckerman
beneficially own and have shared voting and dispositive power with respect to 1,269,287 shares of Capital
Southwest’s common stock. According to the Schedule 13G/A, Sherwin A. Zuckerman and Daniel R. Zuckerman
are Co-CEOs, and together they are the controlling shareholders of Zuckerman Investment Group, LLC. By virtue
of this relationship, each of Sherwin A. Zuckerman and Daniel R. Zuckerman may be deemed to beneficially own
shares of Capital Southwest’s common stock owned by Zuckerman Investment Group, LLC. The address for
Zuckerman is 155 N. Wacker Drive, Suite 1700, Chicago, Illinois 60606.

(10)

Based on a Schedule 13G/A filed with the SEC on January 12, 2017 and a Schedule 13F-HR filed with the SEC
on August 8, 2017, River Road Asset Management, LLC beneficially owns and has sole dispositive power with
respect to 872,480 shares of Capital Southwest’s common stock and has sole voting power with respect to 822,478
shares of Capital Southwest’s common stock. The address for River Road Asset Management is 462 S. Fourth
Street, Suite 2000, Louisville, Kentucky 40202.

(11)

Based on a Schedule 13G filed with the SEC on February 14, 2017 and a Schedule 13F-HR filed with the SEC on
August 14, 2017, Ariel Investments, LLC beneficially owns and has sole dispositive power with respect
to 951,668 shares and has sole voting power with respect to 806,729 shares of Capital Southwest’s common stock.
The address for 200 East Randolph Street, Suite 2900, Chicago Illinois 60601.

The following table sets forth, as of August 28, 2017, the dollar range of our equity securities that is beneficially
owned by each of our directors.

Dollar Range of Equity Securities
Beneficially Owned in CSWC(1)(2)(3)

Independent Directors
David R. Brooks Over $100,000
Jack D. Furst Over $100,000
T. Duane Morgan
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