
  

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
 

 

SCHEDULE 14A INFORMATION
Proxy Statement Pursuant to Section 14(a) of the

Securities Exchange Act of 1934
 

 

Filed by the Registrant  ☐                             Filed by a party other than the Registrant  ☒

Check the appropriate box:
 

☐  Preliminary Proxy Statement

☐  Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))

☐  Definitive Proxy Statement

☐  Definitive Additional Materials

☒  Soliciting Material Pursuant to §240.14a-12

TICC CAPITAL CORP.
(Name of Registrant as Specified In Its Charter)

TPG Specialty Lending, Inc.
(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

☒  Fee not required.

☐  Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

 

(1)

 

Title of each class of securities to which transaction applies:
 
     

 

(2)

 

Aggregate number of securities to which transaction applies:
 
     

 

(3)

 

Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the amount on which the filing
fee is calculated and state how it was determined):
 
     

 

(4)

 

Proposed maximum aggregate value of transaction:
 
     

 

(5)

 

Total fee paid:
 
     

☐  Fee paid previously with preliminary materials.

☐

 
Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee was paid
previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

 

(1)

 

Amount previously paid:
 
     

 

(2)

 

Form, Schedule or Registration Statement No.:
 
     

 (3)  Filing party:
 



     

 

(4)

 

Date Filed:
 
     

 
 

On March 17, 2016, TPG Specialty Lending, Inc. issued the following press release:

TPG Specialty Lending, Inc. Sends Letter to TICC Board of Directors Calling Recent Actions Wholly Unacceptable and Affirming Commitment to
Deliver Value to TICC Stockholders

TSLX Urges TICC Stockholders to Elect Independent Candidate to TICC Board and Adopt Proposal to Terminate the Investment Advisory Agreement
Between TICC and External Manager

TSLX is Encouraged by Investor Focus on BDC Sector and Confident TICC Stockholders will Force Meaningful Change

TSLX Remains Committed to its Clear, Compelling Alternatives to Generate Value for TICC Stockholders

TICC’s Recent Proposals Fail to Meaningfully Address Fundamental Failures, Including Continued Poor Performance and Troubling Governance
Practices

NEW YORK—(BUSINESS WIRE)—Mar. 17, 2016—TPG Specialty Lending, Inc. (“TSLX”; NYSE: TSLX), a specialty finance company focused on
lending to middle-market companies, today sent a letter to the Board of Directors of TICC Capital Corp. (“TICC”; Nasdaq: TICC) in which TSLX reiterated
its support of the candidacy of Mr. T. Kelley Millet to the TICC Board at the 2016 Annual Meeting of Stockholders and its proposal to terminate the
investment advisory agreement between TICC and the external manager.

In its letter to the TICC Board, TSLX also expressed its disappointment that TICC’s recently announced “fee waiver” and its appointment of a new Chairman
of the Board are empty gestures that fail to effect real change for TICC investors and further undermine corporate governance at TICC. TSLX has identified
clear, compelling alternatives to generate value for TICC stockholders that remain unaddressed by the TICC Board.

A copy of the letter follows:



Board of Directors
TICC Capital Corp.
8 Sound Shore Drive, Suite 255
Greenwich, Connecticut 06830

Dear Members of the Board:

We are writing to express our disappointment in the recent events that further undermine corporate governance at TICC Capital Corp. (“TICC” or the
“Company”) and keep the Company on a path to destroy still more stockholder value.

We were surprised to hear you say on your fourth quarter earnings call held on March 10, 2016 that in January the TICC Board of Directors “commenced the
shareholder outreach program and contacted the 20 largest institutional holders.” We are your third largest stockholder, holding approximately 3.2% 1 of your
common stock, and we did sit down with you, but it was just two days prior to your March 9, 2016 announcement. It was clear in the meeting and confirmed
by the very short notice that your objective was an attempt to garner our support for an already fully baked plan and input from stockholders was not being
entertained. This was not a genuine effort to discuss an appropriate pathway for stockholder value creation. If all of your outreach meetings were as
unconstructive as ours, we suspect your other stockholders were just as underwhelmed and disappointed as we were.

As we have moved through this process since September of last year, it has become apparent through your actions that you remain solely focused on saving
your positions on the Board and as the external manager rather than fulfilling your duty to TICC investors. We have outlined clear and powerful measures that
TICC could implement to create tremendous value and we remain committed to effecting change.

We respond to the announcements you made last week in more detail below. However, the points we lay out have already been understood by our fellow
TICC stockholders as total return for TICC is down 3.9% since your announcement on March 9, 2016, as compared to the BDC Composite 2 which has
increased 2.3% over the same period; 6.2 percentage points of underperformance in five trading days. Year to date, TICC’s total return has been negative
16.5%, while the BDC Composite has increased 0.2%; 16.7 percentage points of underperformance in 2016.

Put simply, the “fee waiver” and appointment of a new Chairman of the Board are empty gestures and a transparent attempt to escape the resounding defeat
you experienced at the special meeting of TICC stockholders on December 22, 2015. And the market already knows this. Specifically:
 

 

•  Reduction in Fees – After years of terrible performance, including underperforming the BDC Composite by 183.1 percentage points since your
IPO on a total returns basis, a whopping 7.7 percentage points per year of under-performance, the only appropriate response from the Board
would have been to terminate the management contract with the external manager. Again, TICC’s net total return for investors was approximately
2% per year less than if you had invested in risk-free U.S. treasuries. As we have said time and again, our issues with TICC are broad and
systemic. While important, a simplistic focus on fees distorts the core problems at TICC to easily-manipulated and misleading headline figures.
Any fees paid to the external manager are too high given TICC’s massive and consistent underperformance.

Rewarding the same management team through marginally reduced fees does not address the core problem of poor performance. A change in
management was passionately advocated by the Board and the current management team as they negotiated the now failed transaction that would
have enriched management at the expense of your existing stockholders. Simply put, after 14 years of underperformance across all time periods,
the answer shouldn’t be a reduction in continued compensation. The answer, as the Board had previously advocated, is real change—change
in management and the external manager, and a change in investment strategy.

We find Mr. Novak’s characterization of the reduced fee structure as “best in class” laughable. Fees and compensation should be a function of
management’s ability to add value and drive return on equity (“ROE”), not metrics to be viewed in isolation and certainly not ones to be
determined against a barely comparable group of other BDCs (particularly a group that conveniently ignores the underlying nature of the assets
they own).



In our review of BDC peers, we believe TICC has failed to truly recognize the unique nature of its own portfolio of broadly syndicated securities
versus bespoke, directly originated transactions. In our view the most appropriate compensation structure for TICC’s portfolio is that of
American Capital Senior Floating, Ltd. (NASDAQ: ACSF). The composition of ACSF’s portfolio is nearly identical to TICC’s with 84% senior
secured broadly syndicated debt and 16% collateralized loan obligation (“CLO”) equity; TICC has a portfolio composed of 71% senior secured
broadly syndicated debt and 27% CLO equity. Meanwhile, ACSF charges 80 basis points of management fee on assets and no incentive fee.
TICC’s new fee structure that includes a 1.5% base management fee and a 20% incentive fee continues to look rich indeed when assessed against
a comparable collateral mix.

In other words, TICC’s new fee structure is approximately 265% higher than applying the comparable fee structure from ACSF against the TICC
portfolio, including the incentive fee.

It should also be noted that ACSF trades at approximately 78% of book value, even with its lower fee structure. The sobering reality in our view
is that any notion of TICC shares trading at Net Asset Value without implementing more significant changes than those announced is a distant
reality.

 

 

•  New Chairman – Appointing Mr. Novak as the “independent” Chairman of the Board is not only misdirected but highly concerning. Mr. Novak
led the Special Committee during the flawed and failed transaction in 2015. His supposed leadership resulted in the reappointment of the same
underperforming external manager for 12 consecutive years and he led the Special Committee during a process in which a federal judge found
TICC to have misled stockholders and to have likely violated federal securities laws. We do not see how Mr. Novak, a Board member for over 13
years, can continue to be viewed as independent or be in any position to positively effect change for TICC stockholders given his track record of
weak corporate governance on behalf of TICC stockholders.

On February 3, 2016, we delivered a formal notice of our nomination of an independent director and of our intent to introduce a proposal to terminate the
investment advisory agreement between TICC and the external manager before the 2016 annual meeting of stockholders. We remain committed to these
efforts, which will lead to positive changes at TICC.

We are compelled to move forward with this campaign for change as TICC has not addressed its fundamental failures. Our issues with TICC extend beyond
merely fees. TICC’s value destructive capital allocation strategy has continually eroded Net Asset Value (“NAV”) and destroyed stockholder value, and yet
the Board continues to prioritize wealth creation for the underperforming external manager.

Over the last quarter alone, TICC has seen a NAV per share decrease of 18.1%, which is almost as astonishing as the 25.6% NAV per share decrease over the
past two quarters. TICC’s stock trades at 73% of pro forma NAV including the impact of the early stock buybacks in 2016. Although we applaud
management’s willingness to repurchase shares during the fourth quarter of 2015 and during 2016, it is not lost on us nor on other stockholders that
management has refused to commit to continuing this strategy. The idea that you are not continuing to buy back stock at a 27% discount to NAV is
unacceptable. Our estimate is that the 2016 repurchases have added approximately $0.12 to NAV per share. One must ask: why not continue these value
creation measures? The only conclusion is that it comes at the detriment of the external manager’s revenue stream.

The proposals that have been put in motion with your March 9, 2016 press release are wholly unacceptable. Most alarmingly, the results of your
“comprehensive” review do not acknowledge whether the Special Committee considered a sale or liquidation of the Company, which were direct
asks from TSLX and other stockholders. Any “comprehensive” review would require an honest and rigorous review of TICC for stockholders, not an
empty gesture to fiddle with fees and shuffle the same faces around the Board.

Your actions lead us to believe that TICC’s external manager continues to be prioritized above TICC stockholders.



As you know, we have nominated Mr. T. Kelley Millet for election to the Board at the 2016 annual meeting of stockholders. As part of our formal notice, we
have also submitted a proposal to terminate the investment advisory agreement between TICC and the external manager.

Under the Investment Company Act of 1940, as amended, stockholders have the power to terminate the external manager at no cost to stockholders. The
burden of TICC’s failed external manager must finally be lifted from stockholders. Severing ties at no cost for stockholders will enable a fresh view on how to
produce change and guide the Company away from an investment strategy that has impaired TICC’s financial future.

Mr. Millet’s more than 30 years of proven industry expertise across the financial sector, particularly in credit markets, coupled with his proven leadership as a
director, make him the ideal candidate to effect change at TICC. He has led companies across the financial services sector in senior positions, including in his
current role as CEO of Banca IMI Securities. Mr. Millet has carefully reviewed the public materials relating to TICC and is fully committed to implementing
a plan that will create meaningful investment returns for TICC stockholders. His experience in the credit markets, as a board member and as a leader, will
enable him to have an immediate and positive impact on stockholders’ investments.

A contentious proxy fight is not our preferred course of action. As we have said before, we urge you to immediately seat Mr. Millet on the Board and
reconstitute the Board with independent, highly qualified individuals willing to act aggressively in the interest of TICC stockholders. We also urge you to
immediately terminate the existing investment advisory agreement with the external manager.

We hope our efforts to bring the issues that have plagued TICC’s performance to light will lead other TICC stockholders and members of the broader
investment community to share our view. Given what we have seen unfold at other BDCs this year, we are confident TICC will not go overlooked.

We are also troubled by TICC’s lack of transparency on its annual stockholder meeting date. In this regard, we note with concern the comment made by
Jonathan H. Cohen, the Chief Executive Officer and a director of TICC, on TICC’s fourth quarter earnings call, that TICC has no legal obligation to hold the
2016 annual meeting of stockholders until December 31, 2016—more than 18 months from its prior annual meeting. Historically, the Board has scheduled
TICC’s annual meeting of stockholders for the first half of June. Indeed, for the past five years TICC has convened its annual meeting of stockholders no later
than June 11 and for every year since its initial annual meeting of stockholders in 2004, TICC has held its annual meeting no later than June 18.

We expect the Board will schedule the 2016 annual meeting of stockholders within the same time frame—early June—as it has in the past versus trying to
maneuver for a date that will improve their chances of resisting stockholder nominees and proposals.

We believe termination of the existing investment advisory agreement and reconstitution of the Board will be the catalysts needed to finally unlock
stockholder value, resulting in the potential for significant growth in TICC’s stock. We remain committed to work for this needed change.

It is time for stockholders to take action. The time for change is now.
 
Very truly yours,

TPG SPECIALTY LENDING, INC.

Joshua E. Easterly
Chairman and Co-Chief Executive Officer

 
Michael Fishman
Co-Chief Executive Officer



APPENDIX
 



About TPG Specialty Lending

TPG Specialty Lending, Inc. (“TSLX” or the “Company”) is a specialty finance company focused on lending to middle-market companies. The Company
seeks to generate current income primarily in U.S.-domiciled middle-market companies through direct originations of senior secured loans and, to a lesser
extent, originations of mezzanine loans and investments in corporate bonds and equity securities. The Company has elected to be regulated as a business
development company, or BDC, under the Investment Company Act of 1940 and the rules and regulations promulgated thereunder. TSLX is externally
managed by TSL Advisers, LLC, a Securities and Exchange Commission (“SEC”) registered investment adviser. TSLX leverages the deep investment, sector,
and operating resources of TPG Special Situations Partners, the dedicated special situations and credit platform of TPG, with over $16 billion of assets under
management as of December 31, 2015, and the broader TPG platform, a global private investment firm with over $70 billion of assets under management as
of September 30, 2015. For more information, visit the Company’s website at www.tpgspecialtylending.com.

Forward-Looking Statements

Information set forth herein includes forward-looking statements. These forward-looking statements include, but are not limited to, statements regarding
TSLX’s proposed business combination transaction with TICC Capital Corp. (“TICC”) (including any financing required in connection with the proposed
transaction and the benefits, results, effects and timing of a transaction), all statements regarding TPG Specialty Lending, Inc.’s (“TSLX” or the “Company”)
(and TSLX and TICC’s combined) expected future financial position, results of operations, cash flows, dividends, portfolio, financing plans, business
strategy, budgets, capital expenditures, competitive positions, growth opportunities, plans and objectives of management, and statements containing the words
such as “anticipate,” “approximate,” “believe,” “plan,” “estimate,” “expect,” “project,” “could,” “would,” “should,” “will,” “intend,” “may,” “potential,”
“upside,” and other similar expressions. Statements set forth herein concerning the business outlook or future economic performance, anticipated profitability,
revenues, expenses, dividends or other financial items, and product or services line growth of TSLX (and the combined businesses of TSLX and TICC),
together with other statements that are not historical facts, are forward-looking statements that are estimates reflecting the best judgment of TSLX based upon
currently available information.

Such forward-looking statements are inherently uncertain, and stockholders and other potential investors must recognize that actual results may differ
materially from TSLX’s expectations as a result of a variety of factors including, without limitation, those discussed below. Such forward-looking statements
are based upon management’s current expectations and include known and unknown risks, uncertainties and other factors, many of which TSLX is unable to
predict or control, that may cause TSLX’s plans with respect to TICC, actual results or performance to differ materially from any plans, future results or
performance expressed or implied by such forward-looking statements. These statements involve risks, uncertainties and other factors discussed below and
detailed from time to time in TSLX’s filings with the Securities and Exchange Commission (“SEC”).

Risks and uncertainties related to the proposed transaction include, among others, uncertainty as to whether TSLX will further pursue, enter into or
consummate the transaction on the terms set forth in the proposal or on other terms, potential adverse reactions or changes to business relationships resulting
from the announcement or completion of the transaction, uncertainties as to the timing of the transaction, adverse effects on TSLX’s stock price resulting
from the announcement or consummation of the transaction or any failure to complete the transaction, competitive responses to the announcement or
consummation of the transaction, the risk that regulatory or other approvals and any financing required in connection with the consummation of the
transaction are not obtained or are obtained subject to terms and conditions that are not anticipated, costs and difficulties related to the integration of TICC’s
businesses and operations with TSLX’s businesses and operations, the inability to obtain, or delays in obtaining, cost savings and synergies from the
transaction, unexpected costs, liabilities, charges or expenses resulting from the transaction, litigation relating to the transaction, the inability to retain key
personnel, and any changes in general economic and/or industry specific conditions.



In addition to these factors, other factors that may affect TSLX’s plans, results or stock price are set forth in TSLX’s Annual Report on Form 10-K and in its
reports on Forms 10-Q and 8-K.

Many of these factors are beyond TSLX’s control. TSLX cautions investors that any forward-looking statements made by TSLX are not guarantees of future
performance. TSLX disclaims any obligation to update any such factors or to announce publicly the results of any revisions to any of the forward-looking
statements to reflect future events or developments.

Third Party-Sourced Statements and Information

Certain statements and information included herein have been sourced from third parties. TSLX does not make any representations regarding the accuracy,
completeness or timeliness of such third party statements or information. Except as expressly set forth herein, permission to cite such statements or
information has neither been sought nor obtained from such third parties. Any such statements or information should not be viewed as an indication of
support from such third parties for the views expressed herein. All information in this communication regarding TICC, including its businesses, operations
and financial results, was obtained from public sources. While TSLX has no knowledge that any such information is inaccurate or incomplete, TSLX has not
verified any of that information. TSLX reserves the right to change any of its opinions expressed herein at any time as it deems appropriate. TSLX disclaims
any obligation to update the data, information or opinions contained herein.

Proxy Solicitation Information

The information set forth herein is provided for informational purposes only and does not constitute an offer to purchase or the solicitation of an offer to sell
any securities. TSLX intends to file a preliminary proxy statement with the SEC to be used to solicit votes at the 2016 annual meeting of stockholders of
TICC in favor of (a) the election of its nominee to serve as a director of TICC and (b) TSLX’s proposal to terminate the Investment Advisory Agreement,
dated as of July 1, 2011, by and between TICC and TICC Management, LLC, as contemplated by Section 15(a) of the Investment Company Act of 1940, as
amended.

TSLX STRONGLY ADVISES ALL STOCKHOLDERS OF TICC TO READ THE TSLX PROXY STATEMENT AND ITS OTHER PROXY MATERIALS
AS THEY BECOME AVAILABLE BECAUSE THEY WILL CONTAIN IMPORTANT INFORMATION. SUCH TSLX PROXY MATERIALS WILL
BECOME AVAILABLE AT NO CHARGE ON THE SEC’S WEB SITE AT HTTP://WWW.SEC.GOV AND ON TSLX’S WEBSITE AT
HTTP://WWW.TPGSPECIALTYLENDING.COM. IN ADDITION, TSLX WILL PROVIDE COPIES OF THE PROXY STATEMENT WITHOUT
CHARGE UPON REQUEST. REQUESTS FOR COPIES SHOULD BE DIRECTED TO TSLX’S PROXY SOLICITOR AT
TPG@MACKENZIEPARTNERS.COM.
  
The participants in the solicitation are TSLX and T. Kelley Millet, and certain of TSLX’s directors and executive officers may also be deemed to be
participants in the solicitation. As of the date hereof, TSLX directly beneficially owned 1,633,660 shares of common stock of TICC. As of the date hereof,
Mr. Millet did not directly or indirectly beneficially own any shares of common stock of TICC.

Security holders may obtain information regarding the names, affiliations and interests of TSLX’s directors and executive officers in TSLX’s Annual Report
on Form 10-K for the year ended December 31, 2015, which was filed with the SEC on February 24, 2016, its proxy statement for the 2015 Annual Meeting,
which was filed with the SEC on April 10, 2015, and certain of its Current Reports on Form 8-K. These documents can be obtained free of charge from the
sources indicated above. Additional information regarding the interests of these participants in the proxy solicitation and a description of their direct and
indirect interests, by security holdings or otherwise, will also be included in any proxy statement and other relevant materials to be filed with the SEC when
they become available.

Contacts:

Investors
Lucy Lu
TPG Specialty Lending
212-601-4753
llu@tpg.com



Media
Luke Barrett
212-601-4752
lbarrett@tpg.com

Tom Johnson or Pat Tucker
Abernathy MacGregor
212-371-5999
tbj@abmac.com / pct@abmac.com
 
1 As of the date hereof, TSLX directly beneficially owned 1,633,660 shares of common stock of TICC.
2 BDC Composite comprised of ACAS, AINV, ARCC, BKCC, FSC, GBDC, HTGC, MAIN, MCC, NMFC, PNNT, PSEC, SLRC, TCAP, and TCRD.

Market data as of March 16, 2016. Please refer to the Appendix.


