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December 24, 2006

VIA EMAIL

Ms. Nancy M. Morris

Secretary

Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549-1090

Re:  Comments Regarding Reproposed Rule 2a-46(b): Definition of Eligible Portfolio
Company under the Investment Company Act of 1940; File No. S7-37-04

Dear Ms. Morris:

American Capital Strategies Ltd. (NASDAQ: ACAS) (“American Capital”) appreciates
the opportunity to comment on the Securities and Exchange Commission’s (the “Commission”)
Reproposed Rule 2a-46(b): Definition of Eligible Portfolio Company under the Investment
Company Act of 1940 (the “Reproposed Rule”).! American Capital strongly supports the
adoption of the Reproposed Rule and after considering the alternative additional definitions of
eligible portfolio company set forth in the Reproposed Rule, American Capital firmly believes
the Commission should adopt the second alternative definition (“Alternative Two™), which
would include companies with market capitalizations of less than $250 million. In addition,
American Capital recommends that the Commission include a provision within the Reproposed
Rule that would automatically adjust the market capitalization contained in the rule by reference
to an appropriate index or other metric.

American Capital is an internally managed, publicly traded investment company with
assets in excess of $8 billion, and is the largest business development company (“BDC”) in the
United States.” As such, American Capital supports the Commission’s review and
reconsideration of certain provisions of the Investment Company Act of 1940 (the “Investment

! Rel. No. IC-27539 (Oct. 25, 2006).

* American Capital invests in and sponsors management and employee buyouts, invests in private equity sponsored
buyouts, and provides capital directly to private and small public companies. It provides senior debt,
mezzanine debt and equity fund growth, acquisitions and recapitalizations. For more information, please see
http://www.americancapital.com.
















