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UNITED STATES OF AMERICA
BEFORE THE
SECURITIES AND EXCHANGE COMMISSION

In the Matter of: : APPLICATION FOR AN ORDER

: PURSUANT TO SECTIONS 6(c), 12(d)(1)(J),
Rand Capital Corporation and AND 57(c) OF THE INVESTMENT
Rand Capital SBIC, Inc.; 2200 : COMPANY ACT OF 1940 (THE “1940
Rand Building, Buffalo, New : ACT"), GRANTING EXEMPTIONS FROM
York 14203 : THE PROVISIONS OF SECTIONS

: 12(d)(1)(A) AND (C), 18(a), 21(b), 57(a)(1)
File No. 812-13634 : THROUGH (3), AND 61(a) OF THE 1940
Investment Company Act : ACT; UNDER SECTION 57(i) OF THE 1940

of 1940 :  ACT AND RULE 17d-1 UNDER THE 1940
: ACT TO PERMIT CERTAIN JOINT

TRANSACTIONS OTHERWISE
PROHIBITED UNDER SECTION 57(a)(4) OF
THE 1940 ACT; AND UNDER SECTION
12(h) OF THE SECURITIES EXCHANGE
ACT OF 1934 (THE “1934 ACT")
GRANTING AN EXEMPTION FROM
SECTION 13(a) OF THE 1934 ACT

Rand Capital Corporation, a New York corporatioRghd”), and Rand Capital
SBIC, Inc., a New York corporation (“Rand SBIC"Rdnd and Rand SBIC, collectively,
the “Applicants”) hereby file an application (th&pplication”) for an order of the
Securities and Exchange Commission (“Commissiontjen sections 6(c), 12(d)(1)(J),
57(c), and 57(i) of the Investment Company Act ®4Q, as amended (“1940 Act”), and
rule 17d-1 under the 1940 Act, and under sectigh)1& the Securities Exchange Act of
1934, as amended (the “1934 Act”). The requesteef rgould permit Rand, Rand SBIC,
and any wholly-owned BDC (as defined below) sulasids of Rand established in the
future (“Future Subsidiaries”) to operate effeciyvas one company, specifically
allowing them to: (a) engage in certain transactiorth each other; (b) invest in
securities in which the other is or proposes tamawvestor; (c) be subject to modified
consolidated asset coverage requirements for seeaurrities issued by a BDC (as
defined below) and its BDC and SBIC (as definedWwglsubsidiaries; and (d) file
consolidated reports with the Commission.
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l. STATEMENT OF FACTS AND BACKGROUND

A. Rand Capital Corporation.

Rand was organized as a corporation under thedéiie State of New York on
February 24, 1969. Rand is a non-diversified,edleend management investment
company that has elected to be treated as a basiegslopment company (“BDC”)
pursuant to section 54 of the 1940 Act. Rand’ssteggion statement on Form N-2
became effective in 1971, and Rand filed an eladbabe treated as a BDC on Form N-
54A on August 16, 2001.

Rand’s common stock is deemed to be registeredrsedéion 12(g) of the 1934
Act by virtue of rule 12(g)-2 thereunder, and adaagly, Rand is subject to the periodic
reporting requirements under section 13(a) of ##41Act. Rand’s common stock is
traded in the over-the-counter market and is listethe NASDAQ Small Cap Market.

Throughout its history, Rand’s principal busineas heen to make venture capital
investments in small, early-stage and developingrprises that are principally engaged
in the development or exploitation of inventioregtinological improvements, new
products and services not previously generallylagls. Rand’s principal objective is
long-term capital appreciation. Rand typicallyests in debt securities of small,
developing companies and concurrently acquiresjaityeinterest in the form of stock,
warrants or options to acquire stock or the rightdnvert debt securities into stock.
Consistent with its status as a BDC and the pugpokthe regulatory framework for
BDCs under the 1940 Act, Rand provides managessbstance to the developing
companies in which it invests. Rand intends tdiooe to operate in a similar manner
both directly and indirectly through its wholly-oeah, consolidated subsidiary, Rand
SBIC.

Rand operates as an internally managed investroempany whose officers and
employees conduct its operations under the geseparvision of its board of directors
(the “Rand Board”). The Rand Board is elected atiply Rand’s shareholders. Rand’s
by-laws permit the members of the Rand Board toditancies in the Rand Board
created by an increase in the number of directodsie to the resignation, removal, or
death of any director. The Rand Board currentlyststs of six persons, one of whom is
an interested person within the meaning of se@{@)19) of the 1940 Act, and five of
whom are not interested persons. The interestedtdr is deemed to be interested
because he is the President and chief executiieeofif Rand. The Rand Board
appoints Rand’s President and chief executive exffiand its Executive Vice President
and chief financial officer, (collectively, the ‘iRcipal Officers”). Subject to the
oversight of the Rand Board, the Principal Officerake all investment decisions for
Rand. As of September 7, 2011, Rand had a tofalunfemployees.

1 Section 2(a)(48) defines a BDC to be any closwdi-svestment company that operates for the perpos

of making investments in securities described aiisas 55(a)(1) through 55(a)(3) of the 1940 Aat an
makes available significant managerial assistarntteraspect to the issuers of such securities.
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Rand has not elected to qualify to be taxed agaated investment company as
defined under Subchapter M of the Internal Reveboe.

B. Rand Capital SBIC, Inc.

Rand organized Rand SBIC as a New York corporatioDecember 18, 2008.
Rand SBIC became licensed by the Small Businessiistimation (“SBA”) to operate as
a small business investment company (“SBIC”) urtderSmall Business Investment Act
of 1958 (“SBA Act”) on December 31, 2008, when Rarfdrmer limited partnership
SBIC subsidiary and its general partner, Rand @hpianagement, LLC, were merged
into Rand SBIC. Rand has owned all of the outstandoting stock of Rand SBIC since
its inception. Ran&BIC s, and will remain, a wholly-owned subsidiary airitl. Rand
SBIC has not issued any preferred stock to the 8Bétherwise.

By voting the shares of Rand SBIC on behalf of Raimel Rand Board annually
elects the board of directors of Rand SBIC (therftR&BIC Board”), and elects the same
persons who comprise the Rand Board to serve oRdhd SBIC Board. The Rand
SBIC Board has elected the persons who serve asifai Officers of Rand to serve in
the same capacities (President and chief execotider, and Executive Vice President
and chief financial officer) with respect to Ran8lIS. During the process for approval
of Rand SBIC'’s license to operate as an SBIC, B quired Rand SBIC to adopt a
by-law provision (which may not be changed withthg approval of the SBA) requiring
that Rand SBIC maintain an investment committeesisting of the Principal Officers
that has responsibility for all investment decisidny Rand SBIC.

On February 6, 2009, Rand SBIC became a registevedtment company by
filing a registration statement under the 1940 dwform N-5 and a notification of
registration under the 1940 Act on Form N-8A. Rpplicants agree that before they
may rely upon the requested order, Rand SBIC welld Form N-54A and elect to be
regulated as a BDC under the 1940 Act. Rand SBiéhds to file a Form N-54A
election as soon as possible after the requestkst bas been granted. The filing of the
Form N-54A election will cause Rand SBIC’s commuuck to be registered under the
Securities Exchange Act of 1934 by operation ofeRig-22

Rand has operated and will operate Rand SBIC ts#ime investment purposes,
and Rand SBIC has and will invest in the same kofdsecurities, as Rand. Rand
SBIC’s operations have been and will be consolaiateh those of Rand for financial
reporting and tax purposes.

2 Rand SBIC has not filed a Form N-54A at this tinfféhe filing of an N-54A election prior to obtaigjn
the requested order would cause Rand to expentbstilbs operational effort and expense in preparing
and filing all required public reports with the Canission on behalf of Rand SBIC. Rand’s public
shareholders and prospective investors in its comshares would obtain no benefit from the impositio
of such additional burdens on Rand as the soleekblter of Rand SBIC.

- 6-



C. Future Subsidiaries.

Rand may in the future create wholly-owned Futwbsiliaries each of which (i)
will be a BDC, and (ii) may be licensed by the SB/operate as an SBIC (collectively,
the “SBIC Subsidiaries” and together with Rand SBK& “SBIC Subsidiaries”) or may
not be an SBIC. Any future SBIC Subsidiary will tygerated in the same manner as
Rand SBIC and will be subject to the requiremefth® SBA Act and the SBA
regulations. Rand SBIC, the SBIC Subsidiaries,thrd~uture Subsidiaries are
collectively referred to in this application as tisubsidiaries.®

IIl. PROPOSED OPERATIONS AS ONE COMPANY

A. Future Operations of Rand and the Subsidiaries.

As currently contemplated by Applicants, the foliogitypes of transactions may
arise in the future involving Rand and the Subsiég

1. Rand may from time to time make additional inwestts in one or more
of the Subsidiaries either as contributions to tedppurchases of common stock, or
loans. In the case of Rand SBIC, these investnmigiist be made for the purpose of
increasing its regulatory capital to allow it totaim additional financing under SBA
requirements, or for the purpose of increasingsthe of its “overline” limit for any one
investment, which in the case of an SBIC with tweost of leverage such as Rand SBIC is
effectively 30% of private capital (i,gaid-in capital and surplus), or for the purpote
providing additional funds to Rand SBIC. Rand megke similar additional investments
in Future Subsidiaries.

2. One or more of the Subsidiaries may from timegn@ pay dividends and
make other distributions to Rand with respectgantestments in them, including capital
gains dividends, subject in the case of the SBIBsHliaries to the requirements of the
SBA Act and regulations of the SBA.

3. One or more of the Subsidiaries might from timéirme make loans or
other advances to Rand, subject in the case @B Subsidiaries to the requirements
of the SBA Act and regulations. Such loans andhadgs might be made for the purpose
of providing funds to Rand with which to pay dividis, to make investments for its own
account, or to pay operating expenses. None dbtitsidiaries will purchase or
otherwise acquire any of the capital stock of Rand.

4. One or more of Rand, Rand SBIC, and the Futubsi8iaries might
determine from time to time to invest in securitiéshe same issuer, simultaneously or

3 All existing entities that currently intend tdy®n the order have been named as Applicants. cingr
existing or future entity that subsequently rebesthe order will comply with the ternasid condition®f
the Application.
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sequentially, in the same or different securitiesuzh issuer, and to deal with such
investments separately or jointly subject to thgunements of the SBA Act and SBA
Regulations. Such transactions may include, amémegy ¢hings, purchase and sale
transactions by Rand with “eligible portfolio conmpes” (as defined in section 2(a)(46)
of the 1940 Act (the “Portfolio Companies”)) coritea by Rand SBIC or a Future
Subsidiary and purchase and sale or loan transadip Rand SBIC and the Future
Subsidiaries with Portfolio Companies controlledRand, Rand SBIC or the Future
Subsidiaries.

5. One or more of Rand, Rand SBIC and the Futursi8ialbies might from
time to time purchase all or a portion of the paitfinvestments held by one or more of
the others in order to enhance the liquidity ofsbling company or for other reasons,
subject in the case of the SBIC Subsidiaries ta¢hi@irements of the SBA Act and SBA
regulations.

6. Rand’s directors and principal executive officgit have the same
positions with respect to Rand SBIC and any offtheire Subsidiaries.

B. Exemptive Relief Requested from Section 12(d)(1).

1. General Section 12 of the 1940 Act applies to BDCs byué of section
60 of the 1940 Act. Section 12(d)(1)(A) makesntawful for any registered investment
company to purchase or otherwise acquire the seuaf another investment company,
except to the limited extent permitted by sectidb®&l)(1)(A)(i), (i) and (iii). In
addition, section 12(d)(1)(C) makes it unlawful &ty investment company to purchase
or otherwise acquire any security issued by a texgid closed-end investment company,
if the acquiring company (and other affiliated istraent companies) would own more
than 10% of the voting stock of the closed-end camyp

2. Application of Section 12(d)(1) to Applicant®and may make loans or
advances to Rand SBIC, which might be considerdx tacquisitions of Rand SBIC’s
debt or equity securities. Rule 60a-1 under th1&8ct exempts the acquisition by a
BDC of the securities of an SBIC that is operated aholly-owned subsidiary of the
BDC from section 12(d)(1)(A) and (C) of the 1940t Aé\ccordingly, since Rand is a
BDC and since Rand SBIC is a wholly-owned subsydiiRand, the acquisition of
Rand SBIC securities by Rand is exempt from theiprans of section 12(d)(1)(A) and
(C) by virtue of Rule 60a-1.

Rule 60a-1 does not, however, exempt from the prons of section 12(d)(1)
certain upstream transactions by an SBIC subsidiaitg BDC parent, nor transactions
between a BDC and subsidiaries that are not SBI®sis, some of the provisions of
section 12(d)(1) will apply to the activities of RRSBIC and to any of the Future
Subsidiaries that is an SBIC.



Section 12(d)(1) would prohibit the acquisitionRgnd of the debt or equity
securities of, or the making of loans by Rand tduFe Subsidiaries that are not SBICs.
It would also prohibit the acquisition of debt settes of Rand by any such Future
Subsidiary since they would each be a BDC and &tyeontrolled by a BDC. Loans or
advances to Rand by such Future Subsidiaries wamufetohibited if the transactions
were deemed to be the purchase by the lender sktheities of the borrower. The
making of loans or advances by Rand SBIC or a EUbubsidiaryhatis-an-SBldo
Rand might be deemed to violate section 12(d)(th)afloans or advances are construed
as constituting purchases by the Subsidiary os#uairities of Rand.

3. Requested Exemption§ection 12(d)(1)(J) of the 1940 Act provided tha
the Commission may exempt persons or transactrons &ny provision of section
12(d)(1) if and to the extent such exception isststent with the public interest and the
protection of investors. Applicants, on behalfledémselves and any Future Subsidiaries,
request an order of the Commission exempting fitmernprovisions of section 12(d)(1) of
the 1940 Act (i) the purchase of the debt or egesigurities of, or a contribution to
capital to, a Future Subsidiary that is not an SBy@QRand, (ii) the making of loans or
advances by any Subsidiary to Rand or to any @hesidiary, and (iii) the acquisition
by the Subsidiaries of any securities of Rand sgreng indebtedness or any securities
representing indebtedness issued by any of the Stlifesidiaries. Applicants request the
exemption to the extent that the transactions waoaotde prohibited if the Subsidiaries
were deemed to be a part of Rand and not separtti@ies.

C. Exemptive Relief Requested from Sections 57(a)(ahd (2).

1. General Sections 57(a)(1) and (2) of the 1940 Act makeniawful for
any person related to a BDC, in the manner destiibsection 57(b), or any affiliated
person of that person (1) to sell any securitytbeoproperty to such BDC or to any
company controlled by such BDC (except securitfestoch the buyer is the issuer or
securities of which the seller is the issuer anetiwlare part of a general offering to the
holders of a class of its securities), and (2)upase from any BDC or from any
company controlled by such BDC any security (exsepurities of which the seller is the
issuer).

Section 57(b) specifies the persons to whom thé@es7(a)(1) and (2)
prohibitions apply. These persons include: (1) @ngctor, officer, employee, or other
member of an advisory board of a BDC or any pewsloo controls, is controlled by, or is
under common control with such director, officenmoyee, or advisory board member;
or (2) (A) any investment adviser or promoter @neral partner in, principal underwriter
for, or person directly or indirectly either coritmag, controlled by, or under common
control with, the BDC (except the BDC itself and/gerson who, if it were not directly
or indirectly controlled by the BDC, would not beetttly or indirectly under the control
of a person who controls the BDC), or (B) any per@pbwho controls, is controlled by,
or is in common control with such adviser, prompgeneral partner, principal
underwriter, or person controlling, controlled by,under common control with the BDC
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or (i) who is an officer, director, partner, cofraar, or employee of such adviser,
promoter, general partner, principal underwriteperson controlling, controlled by, or
under common control with the BDC.

Rule 57b-1 provides that, notwithstanding subsedi)(2) of section 57 of the

1940 Act, the provisions of section 57(a) shall aaply to any person (a) solely because
that person is directly or indirectly controlled ®BDC or (b) solely because that person
is, within the meaning of section 2(a)(3)(C) or @)he 1940 Act, an affiliated person of
a person described in (a). Section 2(a)(3) defineserm “affiliated person” as including,
under subsection (C), any person directly or irafiyecontrolling, controlled by, or under
common control with, such other person, and, usdbsection (D), any officer, director,
partner, copartner, or employee of such other perso

2. Application of Section 57(a)(1) and (2) to Appints Rand will be an
affiliated person of each of the Subsidiaries asom of its direct ownership of all of
each Subsidiary’s outstanding voting capital stoEkch of the Subsidiaries and Rand
may be affiliated persons of each other becausentay be deemed to be under the
common control of the Rand Board and the Prindféicers. Each of the Subsidiaries
will be an affiliated person of Rand and of eadieotbecause each of them will be
deemed to be under the control of Rand. Accorgjrigand is related to Rand SBIC, and
will be related to each of the Future Subsidiaiieshe manner set forth in section 57(b),
and Rand SBIC is, and the Future Subsidiarieshaillrelated to Rand in the manner set
forth in section 57(b). In addition, each Subsigaill also be related to each other
Subsidiary in the manner set forth in 57(b) as laaghey remain under the common
control of Rand. Purchases or sales of securitiesher property between Rand and the
Subsidiaries could be deemed to violate sectiofa)8l) and (2). Similarly, purchases or
sales of securities or other property between asifiary and another Subsidiary could
be deemed to violate sections 57(a)(1) and 57(a)(addition, there may be
circumstances when it is in the interest of Randlitsishareholders that one or more of
the Subsidiaries invest in securities of an issi@r may be deemed to be a controlled
portfolio affiliate of Rand or another Subsidianytbat Rand invest in securities of an
issuer that may be deemed to be a controlled piortifiliate of a Subsidiary. For
example, a portfolio company may be deemed to fileatdd with Rand or a Subsidiary
within the meaning of section 2(a)(3)(C) of the @9t as a result of Rand’s or the
Subsidiary’s ownership of more than 25% of thefptid company’s outstanding voting
securities.

If Rand were to engage in BDC activities other tttaough a subsidiary,
transactions with affiliated portfolio companiesetitrer controlled or not controlled,
would be permissible without Commission approvatisiue of rule 57b-1. The
Commission made this clear in Investment ComparnyR&tease 11493 (December 16,
1980) where, in adopting Rule 57b-1, it stateceievant part:

However, non-controlled portfolio affiliates of aidiness development
company are not among those persons whose patiiciga transactions
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with the business development company requires Ussiom approval
(under section 57(c) [15 U.S.C. 80a-56(c)] or sieatatutory findings
regarding the transaction by the company’s boardlioéctors (under
section 57(f) [15 U.S.C. 80a-56(f)]). The legistathistory of the 1980
Amendments indicates that Congress also did nanéhtto require
Commission approval or such specific statutoryifigd by the Board of
Directors of a business development company farsaetions between
the company and a controlled portfolio affiliate.As the House
Committee Report on the bill which became the 1#88endments
states:

Conspicuously absent from the prohibitions in sectb7
against transactions with the business development
company are personsghich it controlsor of which it holds
at least 5 percent of the outstanding securitieslso
omitted from the prohibitions are persons affilcateith
such so-called “downstream affiliates” of the besis
development company. In this regard, it shouldnbeed
that the Commission has undertaken through rulemgatki
exempt all investment companies from prohibitiogiating
to transactions solely between investment compaaneks
such downstream affiliates. The Committee agaishes
to note that if experience demonstrates that ursdeh
exclusion from statutory prohibitions investors amet
being adequately protected, the Committee woulaexip
revisit this area.

H.R. Rep. No. 1341, 96Cong., 2d Sess. 48 (1980) [“Committee Report”]
(emphasis added). However, due to an apparergigvertent drafting
error, Business Development Company transactionsiiing controlled
portfolio affiliates and certain affiliated persoossuch affiliates must be
approved by the Commission. The Commission praptseorrect this
error by the rulemaking.

As pointed out in the House Committee report, efeRand were an

investment company but not a BDC, it would be exerinpm prohibitions
relating to transactions between itself and its wstveam affiliates. Thus, rule
57b-1 exempts purchase or sale transactions betRaed (the BDC parent) and
its downstream affiliates from the prohibitionssgctions 57(a) and 17(ejand
17(d). However, without the relief requested hbig thpplication, purchasenebr
sale transactions between the Subsidiaries andatiedt portfolio affiliates of
Rand may violate sections 57(a)(1) or (2) of théQL®8ct. Similarly, purchase or
sale transactions between Rand and controlled gbortfaffiiates of the
Subsidiaries may violate sections 57(a)(1) or @duse rule 57b-1 only exempts
from the prohibitions of section 57(a) those adtdéis of downstream controlled
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affiliates of a BDC that are affiliated within timeaning of section 2(a)(3)(C) or
(D) of the 1940 Act. Thus, purchase or sale trethas between Rand and a
portfolio company of which a Subsidiary owns mdrart 25% of the outstanding
voting securities, and transactions between a 8idvgiand a portfolio company
of which Rand or another Subsidiary owns more tB&#o of the outstanding
voting securities, would not be exempted by rulb-27Arom the prohibitions of
sections 57(a)(1) or 57(a)(2).

As a condition of the grant of the order soughttiy application, Rand
undertakes that (1) Rand will at all times benefigiown, and directly or through a
wholly owned subsidiary, hold of record, all of thketstanding voting capital stock of
each Subsidiary and (2) each Subsidiary will atimdés be wholly-owned by Rand and
will therefore never have public shareholders. &bwer, the same persons on the Rand
Board will at all times be the persons who servéhenboard of directors of each of the
Subsidiaries. Thus, Rand and the Subsidiariesldmmt be precluded from investing in
the portfolio affiliates of each other when thogeastments would be permitted if Rand
and the Subsidiaries were treated as one comboragany.

3. Requested Exemption#&\ccordingly, the Applicants, on behalf of
themselves and the Future Subsidiaries, respgctkduest an order of the Commission
pursuant to section 57(c) exempting from the piowis of section 57(a)(1) and (2) any
transaction between Rand and any Subsidiary, antramsaction between a Subsidiary
and any other Subsidiary, with respect to the pasetor sale of securities or other
property. The Applicants, on behalf of themselaed any Future Subsidiaries, also
request an order of the Commission exempting filweprovisions of section 57(a)(1)
and (2) any purchase or sale transaction betwend &ad a controlled portfolio affiliate
of any Subsidiary, anganypurchase or sale transaction between a Subsididra a
controlled portfolio affiliate of Rand or anotheul$idiary, but only to the extent that any
such transactions would not be prohibited if eacth® Subsidiaries were deemed to be
part of Rand and not separate companies. It i;iteat of this request only to permit
Rand and the Subsidiaries to do that which thegretise would be permitted to do
within the provisions of the 1940 Act if they waymee company, as opposed to each of
the Subsidiaries being a wholly-owned subsidiariRahd.

D. Exemptive Relief Requested from Sections 21(b) drb7(a)(3).

1. General Section 57(a)(3) of the 1940 Act makes it unlavidr certain
affiliated persons of a BDC, and certain affiliapgtsons of such persons, to borrow
money or other property from such BDC or from aagnpany controlled by such BDC
(unless the borrower is controlled by the lendextept as permitted by section 21(b) or
section 62. Section 21(b) (made applicable to BD{Lsection 62) provides that it shall
be unlawful for a BDC to lend any money or propediyectly or indirectly, to any person
that controls or is under common control with tHe@ except to any company that owns
all of the outstanding securities of the BDC ofttien directors’ qualifying shares.
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2. Application of Sections 21(b) and 57(a)(3) to Agants Rand will be an
affiliated person of each of the Subsidiaries lasom of its direct ownership of all of the
outstanding voting capital stock of the Subsidmri&ach of the Subsidiaries will be an
affiliated person of Rand because it will be deeracoe under the control of Rand. Each
Subsidiary will be will be an affiliated personedch other Subsidiary because the
Subsidiaries will be deemed to under the commornrobaf Rand. In addition, the
directors and Principal Officers of Rand are alsdirectors and principal executive
officers of Rand SBIC and will be the directors gmihcipal executive officers of the
Future Subsidiaries, so that Rand and each ofubsi@aries may be deemed to be under
common control. Accordingly, Rand is related toleaf the Subsidiaries, and each of
the Subsidiaries will be related to each of theoBubsidiaries, in the manner set forth in
section 57(b), and Rand SBIC is, and each of ther&subsidiaries will be, related to
Rand in the manner set forth in section 57(b). d&RaBIC is, and the Future Subsidiaries
will be, controlled by Rand within the meaning @&cBon 21(b) of the 1940 Act, and
Rand and the Subsidiaries may be deemed to be nadenon control.

There may be instances when it would be in the inéstests of Rand and its
shareholders for Rand to make loans to one or widtee Subsidiaries, or for the
Subsidiaries to make loans with each other. IfdRaakes loans to one or more of the
Subsidiaries or if the Subsidiaries make loansathether, the loans may be prohibited
by section 21(b) because Rand and the Subsidiaagde deemed to be under common
control. There may also be instances when it wbelth the best interests of Rand and
its shareholders for one or more of the Subsidignenake loans to Rand. In the case of
loans from a Subsidiary to Rand, the loans woulg@roéibited by section 21(b) and
section 57(a)(3) because in those cases, the ber@mtrols the lender and the lender
may have outstanding securities (such as, SBA-gteed debentures) not owned by the
borrower.

There may be instances when it would be in the inéstests of Rand and its
shareholders for Rand to make loans to a porttmimpany of a Subsidiary that is
controlled by the Subsidiary, for a Subsidiary take loans to a portfolio company of
another Subsidiary that is controlled by the sec®uldsidiary, or for a Subsidiary to
make loans to a portfolio company of Rand thabistimlled by Rand. In any of those
cases, the loan would be prohibited by section)2i€bause the lending BDC would be
deemed to be under common control with the podfotimpany receiving the loan.

3. Requested Exemption#&ccordingly, the Applicants respectfully request
an order of the Commission pursuant to section)s¥empting from the provisions of
section 57(a)(3) the borrowing of money or propéstyRand from any Subsidiary, or by
a Subsidiary from any other Subsidiary. The Appiis also respectfully request an order
of the Commission pursuant to section 6(c) exenggftiom the provisions of section
21(b) the lending of money or other propéstyRand to the Subsidiaries aoylRand
SBIC or any Future Subsidiary to Rand or anothdas&liary. The Applicants also
respectfully request an order of the Commissiorsyamt to section 6(c) exempting from
the provisions of section 21(b) the lending of mpaeother property by Rand to
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portfolio companies of any Subsidiary controlledthy Subsidiary, by any Subsidiary to
portfolio companies of Rand controlled by Rand, Bypény Subsidiary to any portfolio
company of another Subsidiary controlled by theeo®ubsidiary. It is their intent by
this request to permit Rand and the Subsidiarie®tthat which they otherwise would be
permitted to do within the provisions of the 194€t A they were one company, as
opposed to each of the Subsidiaries being a winollyed subsidiary of Rand. As a
condition of the order sought by this Applicati®tand agrees that for the purposes of
analysis under section 57(a)(3) and 21(b), the igigrges will always be collapsed into
Rand, and, without further order of the Commissi®and and the Subsidiaries will never
be deemed separate entities in order to elicit riloeealized treatment under the 1940
Act.

E. Exemptive Relief Requested from Sections 57(a)(dhd Rule 17d-1.

1. General Sections 57(a)(4) of the 1940 Act makes it ufildwfor certain
persons related to a BDC in the manner set foreation 57(b), acting as principal, to
knowingly effect any transaction in which the BO#&£,a company controlled by the BDC,
is a joint or joint and several participant witlatlperson in contravention of such rules
and regulations as the Commission may prescribth&purpose of limiting or
preventing participation by the BDC or controllemhgpany on a basis less advantageous
than that of the other person. Section 57(i) efX840 Act states that the rules and
regulations of the Commission under section 17{dh® 1940 Act applicable to
registered closed-end investment companies (eue, Fd-1) shall be deemed to apply
to transactions subject to section 57(a) of theD1&et until the adoption by the
Commission of rules and regulations under Sectié{a)s

Rule 17d-1 under the 1940 Act prohibits an affdiat or, when applying Rule
17d-1 to implement section 57(a)(4), a personedl& a BDC in a manner described in
section 57(b) -- acting as principal, from partatipg in, or effecting any transaction in
connection with, any joint enterprise or other j@mrangement or profit-sharing plan in
which any such BDC, or a company controlled by SBBIC, is a participant, except
pursuant to an order of the Commission.

2. Application of Section 57(a)(4) and Rule 17d-Iafpplicants As
described above, Rand and Rand SBIC are affilateach other, and the Subsidiaries
will be affiliates of each other and of Rand anch&&BIC in the manner described in
section 57(b). There may be circumstances whierintthe interest of Rand and its
shareholders for Rand and one or more Subsidiagnytwo or more Subsidiaries, to
invest in securities of the same issuer, eitheukameously or sequentially, in the same
or different securities of such issuer, and fonite deal with their investments
separately or jointly. The joint transaction pratdns of section 57(a)(4) and rule 17d-1,
taken together, would not apply to transactionslvimg two or more of Rand and the
Subsidiaries because the section 57(b) relationsbigd arise solely from Rand
controlling each Subsidiary. Therefore, rule 5Avduld exempt Rand and its controlled
affiliates from the prohibitions of section 57(g)(4owever, a joint transaction in which
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a Subsidiary and another Subsidiary participatesddoe deemed to be prohibited under
section 57(a)(4) because such Subsidiary wouldb@at controlled affiliate of the other
Subsidiary.

3. Requested Exemption#&ccordingly, the Applicants, on behalf of
themselves and the Future Subsidiaries, respgctkduest an order of the Commission
pursuant to section 57(i) and rule 17d-1 permitang joint transaction that would
otherwise be prohibited by section 57(a)(4) of18d0 Act and rule 17d-1 under the
1940 Act in which a Subsidiary and Rand or ano8wdrsidiary participates, but only to
the extent that the transaction would not be piitdulif the Subsidiaries (and all of their
assets and liabilities) were deemed to be partaoidRand not a separate company. As
stated above, the intent of this request is onjyaionit Rand and the Subsidiaries to
conduct their businesses as otherwise permittedeb$940 Act, as if Rand and the
Subsidiaries were a single company.

F. Exemptive Relief Requested from Sections 18(a) arb1(a).

1. General Section 18(a) makes it unlawful for any registeclosed-end
company to issue any class of senior security gelioany senior security of which it is
the issuer, unless the company complies with teeta®verage and other requirements
set forth in section 18(a). “Asset coverage” iri in section 18(h) to mean a ratio
which the value of the total assets of an isseass all liabilities not represented by senior
securities, bears to the amount of senior secsiritgection 18(k) provides an exemption
from section 18(a)(1)(A) and (B) (relating to sersecurities representing indebtedness)
for SBICs. Section 61 applies section 18, withaiarmodifications, to a BDC.

2. Application of Sections 18(a) and 61(a) to Apalits It appears that
Rand SBIC as an investment company licensed a8 #hder the SBA Act would,
when considered by itself, be exempt from secti®@){1)(A) and (B) and section 61(a)
by reason of the exemption provided by section 18Rand, however, will have Rand
SBIC and the Future Subsidiaries, each of whichitsglf be a BDC, as its wholly
owned subsidiaries. A question exists, therefasgp whether Rand must comply with
the asset coverage requirements of section 18onsolidated basis because Rand may
be deemed to be an indirect issuer of any clasembr securities representing
indebtedness issued by any Subsidiary. To do sddvoean that Rand would treat as its
own all assets held directly by Rand and the Sudosas$ (with the value of Rand’s
investment in the Subsidiaries eliminated) and Wa&l$o treat as its own any liabilities
of the Subsidiaries (with the intercompany recelealand liabilities eliminated),
including liabilities of the Subsidiaries with resp to senior securities as to which any of
the Subsidiaries is exempt from the provisionseatisn 18(a)(1)(A) and (B) by virtue of
Section 18(k).

3. Requested Exemption#\ccordingly, the Applicants request relief under
Section 6(c) from sections 18(a) and 61(a) to peRand to exclude from its
consolidated asset coverage ratio any SBA prefestigeak interest in any of the
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Subsidiaries (if applicable) and any senior seguepresenting indebtedness that is
issued by any of the Subsidiaries.

G. Precedents.

In preparing this Application with respect to traagons between the Applicants,
Applicants have reviewed previous exemptive ortessed by the Commission granting
exemptive relief similar to that requested hereéseeTriangle Capital Corporation, et.
al., File No. 812-13355, order issued in Release 1€328 October 14, 2008, as amended
by Triangle Capital Corporation, ak, File No. 812-13771, order issued in Release IC-
29482, October 22, 2010 (collectively, “Trianglepial”); Main Street Capital
Corporation, et. alFile No. 812-13441, order issued in Release IC2B8January 16,
2008, (“Main Streé); Elk Associates Funding Corporation, et al.eANo. 812-11420,
order issued in Release IC-24121 (November 2, 1088 Associate¥); Berthel
Growth & Income Trust, et alFile No. 812-10830, order issued in Release B362,
June 8, 1999, (“Berthgt Capital Southwest Corporation, et.,&ile No. 812-9450,
order issued in release 1C-22586, March 26, 19@aital Southwest, MACC Private
Equities Inc., et al.File No. 812-9028, order issued in releases 18820 34-35337,
February 7, 1995 (“Private EquitigsAllied Capital Corporation I, et alFile No. 812-
7434, order granted in Release IC-17492, May 180X%Allied 11”); and Greater
Washington Investors (“Greater Washingloifrile No. 812-6656, order granted in
Release IC-16055, October 15, 1987.

In Triangle Capitgla parent BDC, its wholly-owned BDC/SBIC subsigkar
and/or any future subsidiaries of the parent okthihe same relief as requested in this
application, and on the same related represengatiod conditions as contained in this
application, except as modified to reflect thaT mangle Capitathere was a limited
liability partnership BDC/SBIC subsidiary ratheatha corporate BDC/SBIC subsidiary,
and a second subsidiary that was an SBIC limitethpeship that was exempt from
registration under section 3(c)(7) of the 1940 Athe Triangle Capitabrders permit a
parent BDC and its wholly-owned BDC/SBIC and SBi®sdiaries to engage in
transactions that would be permitted if the BDCepaiand its subsidiaries were one
company, permits the parent BDC to adhere to medldisset coverage requirements, and
permits the parent to file certain reports on asotidated basis.

In Main Streeta parent BDC with an SBIC subsidiary obtainedstame relief as
requested in this application and on the same septations and conditions contained in
this application, except as modified to reflect tfipthe subsidiary in Main Streetas
not a BDC and no exemption from section 12(d)(1){&} required by it, and (ii) the
applicants did not request exemptions with resfmepbssible future subsidiaries of the
parent company. The Main Streetler permits a parent BDC and its wholly-owned
subsidiaries (one of which is an SBIC) to engageemain transactions that otherwise
would be permitted if the BDC parent and its sulasids were one company and permits
the parent BDC to adhere to modified asset covaremarements.
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In EIk Associatesa parent and its wholly-owned SBIC subsidiaryaot#d the
same relief as requested in this application ornla@imepresentations and conditions
contained in this application, including relieftagpossible future wholly-owned BDC
subsidiaries of the parent corporation. The Ele&brder permits a parent BDC and its
wholly-owned BDC/SBIC subsidiary and its possihitufe wholly-owned BDC
subsidiaries to engage in certain transactionsaifgrwise would be permitted if the
BDC and its subsidiaries were one company and petite parent BDC to adhere to
modified asset coverage requirements.

In Berthe| a parent BDC with a BDC/SBIC subsidiary obtaitieel same relief as
requested herein, and on the same representatidroaditions as contained herein,
except as modified to reflect that (i) the pareaswa trust rather than a corporation and
the subsidiary was a limited liability company m&tlthan a corporation, and (ii) the
applicants did not request exemptions with resfmepbssible future subsidiaries of the
parent company. The Berthaider permits a parent BDC and its wholly-owned
BDC/SBIC subsidiary to engage in certain transactighat otherwise would be permitted
if the BDC and its subsidiary to engage in certeansactions that would otherwise be
permitted if the BDC and its subsidiary were onmpany and permits the parent BDC to
adhere to modified asset coverage requirements.

In Capital Southwesta parent BDC with a closed-end management invagtm
company/SBIC subsidiary, obtained exemptive raliefilar to the relief requested in this
application, and on the same kind of representstamd conditions as contained in this
application, except that (i) the condition relattogsenior security asset coverage
requirements was different due to the fact thastissidiary in Capital Southwests
not a BDC, and (ii) the applicants did not reque@mptions with respect to possible
future subsidiaries of the parent company.

The Private Equitiesase involved a reorganization pursuant to a hgotky plan,
which provided for the transfer of all of the oatsding voting capital stock of an SBIC
subsidiary of the debtors to a newly created BD, the election of the SBIC also to be
regulated as a BDC. The Allieddhd Greater Washingtdkllied Il cases involved
existing SBICs that reorganized by establishing Wkmwvned subsidiaries to which the
parent would transfer its SBIC license. The pacemipany in each case remained a
BDC with public ownership.

As in Triangle CapitalElk AssociatesBertheland Private Equitieshe
Applicants will be structured as a BDC with an SEBOC subsidiary and, as in the case
of Elk Associatesone or more possible future BDC subsidiariescoidingly, the
circumstances and exemptive relief sought witheespo intercompany transactions are
substantially the same, and the analysis undetQ46 Act for the intercompany
transactions is the same, as in Triangle Capiilél AssociatesBertheland Private

Equities
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Rand is requesting the ability to engage in exdbiysame transactions with its
SBIC/BDC subsidiary as did Triangle Capitilain StreetEIk AssociatesBerthe)
Capital SouthwesPrivate EquitiesGreater Washingtgrand Allied Capital Iwith
respect to their wholly-owned SBIC subsidiariec&use it represents the most recent
order involving a BDC parent and a BDC/SBIC sulasigli Applicants have used the
Triangle Capitabpplication as a model, making the same kind pfegentations and
agreeing to similar conditions, except that Tri@n@hpitalinvolved a limited liability
partnership as the subsidiary rather than a cotipora

H. Applicants’ Legal Analysis.

1. Section 6(c)

Section 6(c) of the 1940 Act permits the Commissmoonditionally or
unconditionally exempt any person or transactiomfiany provision or provisions of the
1940 Act, if and to the extent that the exemptonecessary or appropriate in the public
interest and consistent with the protection of stees and the purposes fairly intended by
the policies and provisions of the 1940 Act. Ascdissed below, the requested
exemptions meet these standards.

€)) The Exemptions Requested are Appropriate ifPth#ic Interest

The operation of Rand as a BDC with a wholly-owB&IC/SBIC subsidiary is
intended to permit Rand to engage in an expandgoesaf operations beyond that which
would be available to it if it conducted the SBI@eoations itself. Rand and Rand SBIC
will be BDCs, each will thus be engaged in operstipermitted by the 1940 Act and
subject to the provisions thereof, as they areieppb BDCs. Moreover, since Rand
SBIC will be a wholly-owned subsidiary of Rand, awfivity carried on by it will in all
material respects have the same economic effectmatance with respect to Rand’s
shareholders as it would if done directly by Raidthe future, Rand may form
additional wholly-owned BDC subsidiaries, some tiich may be SBICs. As with
Rand SBIC, any BDC subsidiaries that Rand may fiorthe future will be in furtherance
of Rand’s activities as a BDC and will in all maatrespects have the same economic
effect with respect to Rand’s shareholders.

With respect to the exemptions from sections 5T§a(d (2), since Rand SBIC
and each of the Future Subsidiaries will be a whalned subsidiary of Rand and since
no officers or directors of the Subsidiaries oRaind, or any controlling persons or other
“upstream affiliates” of Rand, will have any proitdal financial interest in the
transactions described, there can be no overrgaonirthe part of any persons and no
harm to the public interest will occur in transans solely between and among Rand,
Rand SBIC, and the Future Subsidiaries.

With respect to the exemptions from sections 2a(u) 57(a)(3), the transactions
will be solely between Rand and its wholly-owned4&diaries, between Rand or a

-18 -



Subsidiary and a portfolio company which the oBBIC controls, or between two
Subsidiaries and a portfolio company that one efitltontrols. Thus, the difference in
parties participating in these transactions willdnao substantive economic effect with
respect to the shareholders of Rand, and them limsis for the transactions to result in
overreaching or harm to the public interest.

With respect to the sections 18(a) and 61(a) exempthe net effect of
application of the “asset coverage” requirementa consolidated basis as to Rand and
any Subsidiary that is an SBIC, if relief were nbtained, could be to restrict the ability
of the SBIC Subsidiary to obtain the kind of finargcthat would be available to Rand if
it were to conduct the SBIC operations itself. #eci8(k) exempts any class of senior
securities representing an indebtedness issuawvbgtment companies operating under
the SBA Act from the asset coverage and other rements of subparagraphs (A) and
(B) of paragraph (1) of section 18(a), whetheratrthat class of senior securities
representing an indebtedness is held or guarabiettte SBA. The application of
section 18(k) to Rand when operating through arCSRlibsidiary would not expose
investors to the risks of unconstrained leveragmabge the SBA would regulate the
leverage and capital structure of any SBIC Subsidia

Applicants believe that if Rand applies the asegerage requirements of section
18(a) on a consolidated basis, whereby the assdtkadilities of the Subsidiaries are
consolidated for purposes of compliance with s@cfuirements, Rand should be able to
apply the same exemptions from those requiremenaseaafforded to the Subsidiaries.
To the extent the Subsidiaries on a stand-alonis bas entitled to rely on an exemption
from the asset coverage requirements, when thetpesasolidates the subsidiaries for
purposes of testing compliance with such requirédmehere is no basis in policy to deny
the parent the benefit of the exemption. Accorlyingo harm to the public interest will
occur if these exemptions are granted.

Based on the foregoing, it is clear that the puiblierest will not be harmed by
the granting of the requested exemptions, whilarttexests of Rand and its shareholders
will be enhanced.

(b) The Exemptions Requested are Consistent witlPthgction of Investors
and the Purposes Fairly Intended by the PolicidsRaovisions of the 1940 Act.

With respect to the exemptions requested in reldtdransactions between Rand
and the Subsidiaries or between the Subsidiarsesoted above, the exemptions will
have no material adverse financial or economic shpa Rand’s shareholders because
each of the Subsidiaries will be a wholly-ownedssdiary of Rand. Also, the
representations and agreements of Rand made iAppigcation effectively eliminate
any substantive differences between applying tgela¢ory framework to Rand
conducting its Subsidiaries’ activities as onetgrand the framework applicable to Rand
and the Subsidiaries as separate entities.
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Rand believes that the requested order would péranitd the Subsidiaries to
carry out more effectively (a) the purposes anéadijes of the Applicants of investing
primarily in small business concerns, and (b) ttierit and policy of Congress as stated
in and implemented by the 1940 Act, the SBA Act #re Small Business Investment
Incentive Act of 1980 (the “1980 Amendments”).

Congress intended to encourage the developmermnofire capital companies by
the enactment of the 1980 Amendments. A pringpabose of the 1980 Amendments
was to remove regulatory burdens on venture capit@ipanies while assuring adequate
protection of the interests of investors in sucimpanies. (S. Rep. No. 958, 96th Cong.
2d Sess. 5 (1980); H.R. Rep. No. 1341, 96th C@ugSess. 21-22 (1980) reprinted in
1980 U.S. Code Cong. & Admin. News 4803-04.) TA8QLAmendments sought to
eliminate provisions of the 1940 Act that creatadecessary disincentives to venture
capital activities. (Id.) One goal underlyingnaiination of these disincentives was to
increase investment by the public, particularltitntonal investors, in professionally
managed venture capital companies in order to gecainew source of risk capital for
small developing companies. (SBEeomas & Roye, Regulation of Business
Development Companies Under the Investment Compahyb5 S. Cal. L. Rev. 895,
912 (1982)).

In adopting interim rules 60a-l and 57b-l, the Cassion recognized this goal,
stating “The 1980 Amendments, which became effeativmediately upon their signing
by the President, represent the considerable sftdr€ongress and numerous other
participants, including representatives of the Cassian and the “venture capital”
industry, to enhance the flow of capital to smadlyeloping businesses and financially
troubled businesses.” (Investment Company Act&saléNo. 11493, Dec. 16, 1980
[1980 Transfer Binder] CCH Fed. Sec. L. Rep. 188)7 The Commission also stated in
this Release that “it is clear that Congress didmend to prohibit business development
companies from acquiring the securities of and afjpey wholly-owned SBICs. Indeed,
the 1980 Amendments specifically recognized thesipdgy of such ownership.”
Subsidiary SBICs are also contemplated by the aisiceé provisions of the
Commission’s 1940 Act Form N-2 at Item 8.6.b.

The Applicants submit that the proposed transastare entirely consistent with
the general purposes of the 1980 Amendments. iBYbplication, Rand seeks relief
that will allow it, considered together with its alty-owned SBIC Subsidiaries, to
expand and broaden its activities consistent viiéh@ongressional policies described
above and without creating conflicting regulatorglgems. The proposed transactions
can only be effected with the requested exemptidie contemplated transactions
described in this Application are clearly consisteith the general purposes of the 1940
Act, as amended by the 1980 Amendments, and censisith the policies and
provisions of the 1940 Act.

2. Section 12(d)(1)(J)
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Section 12(d)(1)(J) of the 1940 Act permits the @ussion to conditionally or
unconditionally exempt any person or transactiomfiany provision of section 12(d)(1)
if and to the extent that the exemption is consisiath the public interest and the
protection of investors.

Applicants are requesting an order of the Commissiempting them from the
provisions of section 12(d)(1) of the 1940 Act battthe Subsidiaries may make loans or
advances to Rand that may be deemed to violat®se@(d)(1) if the loans or advances
were construed as purchases by Subsidiaries ofiseswf Rand representing
indebtedness. The Subsidiaries’ wholly-owned siiasy status and consolidated
financial reporting with Rand will both eliminatieet possibility of overreaching and
prevent confusion as to the financial status ofdR@arRand’s shareholders, who are the
investors that the 1940 Act is intended to protéidius, because the making of loans or
advances by the Subsidiaries to Rand will enhamealbility of Rand to pursue its
business without creating any possibility of ovaat@ng or confusion as the to financial
status of Rand, the requested exemption undeoset#(d)(1)(J) is consistent with the
public interest and the protection of investors.

3. Section 57(c)

In addition to relief under section 6(c) and 12{l)J), the Applicants request
relief under section 57(c) with respect to the ps®al operations as one company and
certain transactions between the Applicants antigliarcompanies, as specified above.
Section 57(c) of the 1940 Act directs the Commissmexempt a transaction from one
or more provisions of section 57(a)(1), (2), andif{all three of the following standards
are met: (i) the terms of the proposed transacimayding the consideration to be paid
or received, are reasonable and fair and do notvewverreaching of the business
development company or its stockholders or partoerthe part of any person concerned;
(ii) the proposed transaction is consistent with blicy of the business development
company as recited in the filings made by such @mpvith the Commission under the
Securities Act of 1933 (the “1933 Act”), its regaion statement and reports filed under
the 1934 Act, and its reports to shareholders dnpes; and (iii) the proposed transaction
is consistent with the general purposes of the %8210

@ Under section 57(c)(l), the terms of the propldsansaction must be
reasonable and fair and must not involve overreacbf the business development
company or its stockholders on the part of anygrersAs discussed above, the proposed
operations as one company will enhance efficiestagons of Rand and its wholly-
owned Subsidiaries and will allow them to deal wathtfolio companies as if Rand and
the Subsidiaries were one company. The Applicarisé that exemptions should be
granted because Rand and the Subsidiaries wiltfetigely one company even though
they will be divided into two or more legal entgieOperation as essentially one
company where a BDC and a wholly-owned BDC subsidigere involved have been
recognized by the Commission in exemptive ordeduding with respect to Triangle
Capital Main Street Berthe] Capital SouthwesPrivate EquitiesGreater Washington
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and Allied Capital lland other companies cited in the applicationbo$¢ companies.
Operation as essentially one company where a B3@xisting BDC/SBIC subsidiary,
and potential future wholly-owned BDC subsidiamesuld be involved was recognized
the EIk Associateexemptive order.

(b) As discussed above with respect to the Apptgdegal arguments under
section 6(c), the contemplated transactions amoadpplicants and affiliates as
specified above will be reasonable and fair antinvait involve overreaching on the part
of any person. The Applicants believe that the ested order would permit Rand and the
Subsidiaries to carry out more effectively (1) thmirposes and objectives of investing
primarily in small business concerns, and (2) mm¢hse of those Subsidiaries that will be
SBICs, the intent and policy of Congress as stai@mhd implemented by the 1940 Act,
the SBA Act, and the 1980 Amendments.

(c) Under section 57(c)(2), relief may be granteithé proposed transactions
are consistent with the policy of the business ibgment company as specified in filings
with the Commission and reports to shareholdeirse groposed operations of the
Applicants as one company and the requested ezketonsistent with the disclosure in
Rand’s and Rand SBIC'’s filings made with the Consiois under the 1933 Act,
registration statement and reports filed unded®®4 Act, and reports to shareholders or
partners. Accordingly, this condition is met.

(d) The representations and agreements of Rand mallis Application
effectively eliminate any substantive differencesaeen (i) applying the regulatory
framework to Rand conducting the Subsidiaries’véitis as one entity, and (ii) the
framework that will be applicable to Rand and tiwSdiaries as separate entities that
have been granted the requested exemptions oarths set forth in this Application.
Accordingly, granting the requested exemptionrssestent with the policies and
provisions of the 1940 Act and will enhance theiests of Rand’s shareholders while
retaining for them the important protections affxdy the provisions of the 1940 Act.

(e) With respect to the exemptions from sectionggZf and (2), since the
Subsidiaries will be wholly-owned subsidiaries @@ and since no officers or directors
of the Subsidiaries, or of Rand, or any controllpgysons or other “upstream affiliates”
of Rand, will have any prohibited financial interésthe transactions described with
respect to operation as one company, there can bgearreaching on the part of any
persons and no harm to the public interest wiluod@e transactions solely between Rand
and Rand SBIC.

() Under section 57(c)(3), relief may be grantethé proposed transactions
are consistent with the general purposes of th@ 2&4. The transactions will be solely
among Rand and the Subsidiaries or among the Sabeg] all of which will be wholly-
owned by Rand, or between them and their portimimpanies under the terms that
would have been permitted if entered into by any oihthem. Thus, these transactions
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will have no substantive economic effect with respe the shareholders of Rand, and
there is no basis for overreaching or harm to thdip interest.

In summary, the Applicants meet the standardsdieefrunder section 57(c) with respect
to the exemptions from sections 57(a)(1), (2) @)dé described above.

4, Section 57(i), Rule 17d-l, and Section 57(a)(4)

Relief is also requested under section 57(i) atel X@d-l with respect to certain
joint transactions that would otherwise be proleithiby section 57(a)(4) of the 1940 Act,
in which a Subsidiary and Rand or another Subsjigiarticipate, but only to the extent
that any such transaction would not be prohibitéRaind and the Subsidiaries were a
single company. Section 57(i) of the 1940 Act jleg that rules and regulations under
section 17(d) of the 1940 Act will apply to transais subject the section 57(a)(4) in the
absence of rules under that section. The Commmggs not adopted rules under section
57(a)(4) with respect to joint transactions and@padingly, the standards set forth in rule
17d-1 govern the Applicants’ request for reliah. determining whether to grant an order
under section 57(i) and rule 17d-1, the Commissmmsiders whether the participation of
the BDC in the joint transaction is consistent with provisions, policies and purposes
of the 1940 Act and the extent to which participatis on a basis different from or less
advantageous than that of other participants inrdresaction. Two standards are
established for review of Applications under ruf11(b).

€)) First, the participation of an investment compithe joint enterprise or
arrangement must be consistent with the provisipolscies and purposes of the 1940
Act. As discussed above with respect to the Applis’ legal arguments under section
6(c), the proposed transactions are consistentthétipolicy and provisions of the 1940
Act and will enhance the interests of Rand’s stotdtérs while retaining for them the
important protections afforded by the provisionshaf 1940 Act.

(b) Second, since the joint participants will condibeir operations as though
they comprise one company, the participation ofwillenot be on a basis different from
or less advantageous than the others.

In summary, the Applicants meet the standard fieefrender rule 17d-I.

.  CONSOLIDATED REPORTING

A. BDC Elections

Section 54 of the 1940 Act provides that any corgpaiined as a “business
development company” in section 2(a)(48)(A) and )y elect to be regulated as a
BDC, that is, subject to the provisions of sectibBghrough 65 of the 1940 Act and to
those sections of the 1940 Act made applicableDG@8by section 59 thereof. However,
section 54 requires that in order to elect BDCtineat under the 1940 Act, such
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company must have “a class of equity securitiesteiggd under section 12 of the
Securities Exchange Act of 1934” or have “filecegistration statement pursuant to
section 12 of the Securities Exchange Act of 1984fclass of its equity securities.”

1. Rands 1934 Act Registration and BDC Election

Rand has elected to be regulated as a BDC. Atrtteeof Rand’s election,
Rand’s common stock was exempted from registratiater the 1934 Act by section
12(g)(2)(B) because it was issued by an investroemipany registered under section 8 of
the 1940 Act. Under 1934 Act Rule 12g-2, Randown stock is now deemed to be
registered under section 12(g)(1) of the 1934 Acanse at the time of Rand’s
termination of its 1940 Act registration it electidbe regulated as a BDC and its
election has not been withdrawn.

2. Rand SBICs 1934 Act Registration and BDC Election

Rand SBIC also meets the 1940 Act’s definitiongureements for a BDC but,
unlike Rand, it will never issue equity securitissed or admitted for trading on a
national securities exchange, nor will a clasgoéquity securities be required to be
registered under the 1934 Act pursuant to sectifg)lof the 1934 Act. Therefore, Rand
SBIC is not required to register its securitiesemgkction 12 of the 1934 Act, pursuant
to the provisions of the 1934 Act. Neverthelesyrder to elect BDC treatment under
the 1940 Act, Rand SBIC must register its secwriieder section 12 of the 1934 Act.

Section 12(g) of the 1934 Act requires any isshat has a specified amount of
assets and a specified number of holders of a ofassequity securities to register under
the 1934 Act. Because all of Rand SBIC’s equitsusiéies have been and will be owned
by Rand, Rand SBIC will never meet the secondaksection 12(g) for the requirement
to register under section 12(g). Neverthelessj@ed®l(g) provides that “[a]ny issuer
may register any class of equity security not negflito be registered by filing a
registration statement pursuant to the provisidrikie paragraph.”

Form N-2, used for registration of securities urttéer Securities Act of 1933, as
amended (the “1933 Act”), by any company that slécisiness development company
treatment, specifically contemplates that a BDC meaye a wholly-owned SBIC
subsidiary that also is a BDC. Item 8, part 6,iBess Development Companies,
specifies certain information that BDCs must previd

If the Registrant has a wholly-owned small business
investment company subsidiary, disclose: (1) whretie
subsidiary is regulated as a business developnoemp@ny
or investment company under the 1940 Act . . .

SEC Form N-2, Item 8, 6.b.
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The instructions contemplate exactly the same s&ire@s that of the Applicants -
- a public parent with securities registered untler1933 Act (and under the 1934 Act)
and having a wholly-owned SBIC subsidiary thatligilele to make the BDC election.
This structure is also expressly contemplated bii@e 2(a)(46) of the 1940 Act (added
by the 1980 Amendments), which allows a wholly-od$8IC to be deemed an “eligible
portfolio security” of a BDC.

The 1980 Amendments were designed to remove urnseeyesnd costly
regulatory burdens to the entrepreneurial actwitiethe venture capital industry. “[T]his
Bill seeks specifically to reduce some of the castgovernment regulation imposed on
the capital-raising process, to the extent the&it be done without sacrificing necessary
investor protection.” H.R. Rep. No. 96-1341, 96ing., 2nd Sess. 37 (1980).

If Rand SBIC does not voluntarily register under 1934 Act, its only alternative
would be to continue to be regulated as a closéldrerestment management company.
This legal result would occur because section BJ()) of the 1940 Act provides that if
any company owns more than 10% of the outstandiigy securities of an issuer (such
as Rand SBIC) that would be an investment compiahyere not excluded from the
operation of section 3(c)(1), then the beneficiahership of the holding company will be
attributed to the issuer. Thus, because Rand avans than 10% of the outstanding
voting securities of Rand SBIC, under section 3(¢X) of the 1940 Act, Rand SBIC is
deemed be owned by the beneficial owners of Raratiag securities, the number of
which greatly exceeds 100. Accordingly, for thegmses of the 1940 Act, Rand SBIC
would be an investment company that is require@goster under the 1940 Act.

Requiring Rand SBIC to function as a registeredagament investment
company while its parent operates as a businessdagevent company would increase
the administrative and legal costs of operatingoliness. For example, different
provisions regulating transactions with affiliaggekrsons would apply (section 17(a) - (e)
applies to investment companies; section 57 apmi&DCs). Any transaction would
need to be reviewed under both provisions. Intamdithe numerous other 1940 Act
provisions made inapplicable to BDCs (and, accglglirto Rand) by the 1980
Amendments would be applicable to Rand SBIC. Wusld be an illogical result, given
that the types of securities to be acquired by ReBIC and the managerial assistance to
be offered to portfolio companies of Rand SBIC $gjuarely within the 1940 Act
provisions that are applicable to BDCs. Moreowasrset forth in full below, the periodic
reporting requirements for Rand and Rand SBIC wbeldifferent, with Rand filing
periodic reports under section 13 of the 1934 Ant) Rand SBIC filing different reports,
on an unconsolidated basis, under the provisiotiseo1 940 Act. This is precisely the
type of unnecessary regulatory burden on the piavisf capital to small businesses
sought to be avoided by enactment of the 1980 Amemts. Furthermore, this dual
public reporting by two members of a corporate grthat have the same ultimate owners
could confuse shareholders and the securities nsarke
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In summary, the Applicants do not believe thathese circumstances, Rand
SBIC should be denied the benefits of the 1980 Adrmeants. To do so would defeat the
attempt of the 1980 Amendments to provide a measfunegulatory relief to this SBIC,
the very kind of company intended to receive s@tieft

3. 1934 Act Registration and BDC election of FutBudsidiaries

In order to elect to be treated as BDCs, any Fuuitgsidiaries of Rand would
also have to be registered or file a registratioden section 12 of the 1934 Act for a class
of its equity securities. As in the case of RaBdiCS without an exemptive order any
Future Subsidiary of Rand, although it would hagepnblic shareholders and its sole
shareholder would be Rand, would be required tstegunder the 1934 Act and file the
periodic reports with the Commission that are regfiby section 13 of the 1934 Act in
order to become a BDC.

B. Exemptive Relief Requested from Section 13 undé&ection 12(h) of
the 1934 Act.

1. General Section 12(h) of the 1934 Act provides in parfalows:

The Commission may . . . upon application of arregted person, by
order, after notice and opportunity for hearinggrapt in whole or in part any
issuer . . . from the provisions of . . . secti@. 1. upon such terms and
conditions and for such period as it deems necgssappropriate, if the
Commission finds, by reason of the number of pubMestors, amount of
trading interest in the securities, the natureextdnt of the activities of the
issuer, income or assets of the issuer, or othenthst such action is not
inconsistent with the public interest or the pratacof investors.

Section 13 of the 1934 Act requires issuers wheabgect to that Act to file periodic
reports with the Commission.

2. Application of Section 12(h) and Section 13 @& 1934 Act to the
Applicants As outlined above, in order to be a BDC, eacthefSubsidiaries must
register a class of equity securities under sed{qg) of the 1934 Act or have filed a
registration statement to do so. Absent an exematider, such registration would
subject the Subsidiaries, on an unconsolidated psperiodic filings with the
Commission, even though they will each have only simareholder and their activities
will be fully disclosed through the consolidategaging of Rand concerning itself and
its subsidiaries in accordance with Commissionsralled generally accepted accounting
principles.

3. Requested ExemptiorAccordingly, the Applicants, on behalf of
themselves and the Future Subsidiaries, requestdan of the Commission under section
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12(h) of the 1934 Act exempting Rand SBIC and dadre Subsidiary from the
reporting requirements of section 13(a) of the 1884

C. Precedents.

In connection with the relief requested in thistgeg reference is made to:
Triangle Capital Corporation, et. akile No. 812-13355, order issued in Release IC-
28437, October 14, 2008, as amended by Triangléal&worporation, et alFile No.
812-13771, order issued in Release IC-29482, Oct2he2010 (collectively, “Triangle
Capital’); Elk Associates Funding Corporation, et al.efNo. 812-11420, order issued in
release 1C-24121 (November 2, 1999) (“Elk AssosiaidBerthel Growth & Income
Trust |, et al. File No. 812-10830, order issued in Release 18623 June 8, 1999
(“Berthel’); MACC Private Equities Inc., et alFile No. 812-9028, order issued in
releases IC-20887 and 34-35337, February 7, 19®%vfte Equitiey; and Midland
Capital Corporation, et alFile No. 812-5313, order issued in release 1C2138nd 34-
19498, February 9, 1983 (“Midlatyd

In Triangle Capitgla parent BDC and its wholly-owned BDC/SBIC sulzsiyl
obtained the same relief as requested in this egipin, except as modified to reflect (i)
that the subsidiary was a limited liability limit@értnership rather than a corporation,
and (ii) the applicants did not request similarefelvith respect to potential future
wholly-owned BDC subsidiaries.

In Elk AssociatesBertheland Private Equities parent BDC with a wholly-
owned BDC/SBIC subsidiary obtained the same rebefequested herein on the basis of
substantially the same representations containdgdgrapplication. In EIk Associatethe
applicants also applied for and obtained exemptiiin respect to potential future
wholly-owned BDC subsidiaries.

In Midland, a parent BDC with a BDC/SBIC subsidiary obtaiagdint
exemptive order with respect to various 1940 Asties as well as relief from reporting
requirements under section 12(h) of the 1934 Akith a two-level BDC structure, the
SBIC subsidiary had for some time filed 1934 Agiadts with the SEC but obtained
relief from further filing in the Midlanarder.

Because of the factual similarity between the TgiarCapitalstructure and that of
the Applicants, Triangle Capithls been used as a model for the relief undeipsect
12(h) requested in this Application. Triangle Galand the Applicants are both cases
involving a BDC parent with a wholly-owned SBIC/BB0bsidiary. Triangle Capital
contained certain conditions relating to the coidstéd reporting of information and
financial statements as required under Section) I3 the 1934 Act. Applicants believe
that there is no compelling reason to retain suetditions. Current accounting
pronouncements provide guidance that is sufficyggngtructive with respect to the
reporting requirements under Section 13(a) of ®#41Act. In addition, to the extent
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that the Subsidiaries have only one shareholderRand), there are no other investors
for whom such reports would be deemed necessary.

D. Applicant’s Legal Analysis.

Section 12(h) of the 1934 Act permits an exempfiom reporting and certain
other provisions of the 1934 Act if the Commissiimls, by reason of the number of
public investors, amount of trading interest in $seeurities, the nature and extent of the
activities of the issuer, income or assets of $saer, or otherwise, that such action is not
inconsistent with the public interest or the pratacof investors.

1. The Requested Order is not Inconsistent witHPiliglic Interest or the
Protection of Investors

If the requested order is granted, the Applicamsa consolidated basis, will be
providing to investors exactly the information regd by 1934 Act reporting --
consolidated financial reports of a parent company its wholly-owned subsidiaries
pursuant to applicable Commission rules and gelgyaaatepted accounting principles.
By voluntary registration of each of the Subsidiarunder the 1934 Act to become a
BDC, but not reporting separately, the 1934 Acbrépg structure for the Applicants
will be the same as it would have been if the Slibges had not voluntarily registered.
Accordingly, it is indisputable that the requesaetion is not inconsistent with the public
interest or the protection of investors. The orddirpermit the parent-subsidiary BDC
structure specifically contemplated by the 1980 Adments and normal, consolidated
reporting under 1934 Act rules will be applicable.

The Applicants believe it was not the intent of G@ss in adopting the 1980
Amendments to liberalize registration and reporteguirements for a qualified venture
capital investment company parent while retainimgse requirements for that parent’s
wholly-owned SBIC subsidiary engaged in the sansrass. Under the Applicants’
proposed format, Rand SBIC and any Future Subsagi#inat are SBICs, as controlled
subsidiaries of an issuer with securities registemeder the 1934 Act, will be providing
the disclosure and reporting under the 1934 Adtwizes deemed an adequate substitute
for 1940 Act registration and reporting for BDCAs SBICs, Rand SBIC and the Future
Subsidiaries that are SBICs will be engaged irtype of activity -- small business
capital formation -- that Congress wished to enagerwith liberalized regulation under
the 1940 Act. This fact is made clear by secti@)(26) of the 1940 Act, which provides
that a wholly-owned SBIC is an “eligible portfolkecurity” for a BDC.

The Applicants submit that requiring detailed r&gison statements and
imposing 1940 Act reporting requirements on an SBI is subject to consolidated
1934 Act disclosure and reporting requirements @ counter to Congressional intent.
Much of the benefit accruing to BDCs would be thwdrby requiring detailed
registration statements and duplicative repors BDC’s wholly-owned investment
company subsidiary, particularly when that investh@mmpany subsidiary is an SBIC,
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an entity given favored treatment under the 1940akd the 1980 Amendments.
Applicants believe that the Congressional interd teeallow an otherwise qualified
wholly-owned subsidiary of a BDC to elect BDC statu

Further, section 12(h) establishes a number ddraaito determine whether an
exemptive order is not inconsistent with the pubiterest or protection of investors.
Among these are the number of public investors,uarhof trading interest in the
securities and nature and extent of the issuetigiaes. Each of the Subsidiaries will
have only one investor, which is itself a reportaognpany, and no public investors.
There will be no trading in the equity securitiésh® Subsidiaries. Accordingly, no
public interest or investor protective purpose Wwélserved by separate Subsidiary
reporting. The nature and extent of Subsidiaaesivities will be such that their
activities will be fully reported on through conslaited financial reporting in accordance
with normal accounting rules. Again, there is mblg or investor protective purpose to
be served by separate reporting by the Subsidiaries

Accordingly, the Applicants believe that the reqadsxemption meets the
standards of section 12(h) under the 1934 Act.

IV.  CONDITIONS FOR EXEMPTIONS

Applicants agree that the requested order willuigext to the following
conditions.

1. Rand will at all times own and hold, beneficialyd of record, all of the
outstanding voting capital stock of each of thestdihries.

2. The Subsidiaries will have investment policiesinoonsistent with those
of Rand, as set forth in Rand’s registration sta&em

3. No person shall serve as investment adviseriocipal underwriter to
Rand SBIC or any Subsidiary unless the Rand Baaddshareholders of Rand shall have
taken the same action with respect thereto alaainextjto be taken by the board of
directors and the sole shareholder of such Sulbgidia

4. Rand will not itself issue or sell any seniorgég, and Rand will not
cause or permit any Subsidiary to issue or sellssmyor security of which Rand or such
Subsidiary is the issuer except to the extent gegthby section 18 (as modified for
BDCs by section 61) of the 1940 Act; provided tinanediately after the issuance or sale
of any such senior security by either Rand or anmys&liary, Rand and its Subsidiaries on
a consolidated basis, and Rand individually, dhalle the asset coverage required by
section 18(a) (as modified for BDCs by section Bl€acept that, in determining whether
Rand and its Subsidiaries on a consolidated basis the asset coverage required by
section 61(a), any SBA preferred stock interestny SBIC Subsidiary and any
borrowings by any SBIC Subsidiary shall not be aered senior securities and, for
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purposes of the definition of “asset coverage”d@at®n 18(h), shall be treated as
indebtedness not represented by senior securities.

5. No person shall serve as a member of any boatateftors of any
Subsidiary unless such person shall also servereer of the Rand Board. The
board of directors of any Subsidiary will be elecbyy Rand as the sole shareholder of
such Subsidiary.

6. Rand and any Subsidiary will acquire securiteggesenting indebtedness

of Rand SBIC opfanyFuture-Subsidiary-eperating-as3BIC Subsidiaryonly if, in
each case, the prior approval of the SBA has bb@ined. In additionRandhe SBIC

or-any-Future-Subsidiary-operating-as-an-SHibsidiarieson the one hand, and Rand or

any other Subsidiary on the other hand, will pusehand sell portfolio securities between
themselves only if, in each case, the prior apgdroi/the SBA has been obtained.

V. CONCLUSION AND REQUEST FOR ORDER

Based on the foregoing, Applicants respectfullyuesy that the Commission issue
an order pursuant to sections 6(c), 12(d)(1)(J,%4(c) of the 1940 Act exempting
Rand, Rand SBIC, and the Future Subsidiaries franptovisions of sections
12(d)(1)(A) and (C), 18(a), 21(b), 57(a)(1) throu@h, and 61(a) of the 1940 Act; under
Section 57(i) of the 1940 Act and rule 17d-1 urttier1940 Act to permit certain joint
transactions otherwise prohibited by section 54§ the 1940 Act, and by rule 17d-1
under the 1940 Act; and under section 12(h) ofl®®@4 Act granting an exemption from
Section 13(a) of the 1934 Act, all on the terms emaditions set forth in this
Application.

VI.  AUTHORIZATIONS AND VERIFICATIONS REQUIRED BY RUL E 0-2

All requirements for the execution and filing ofsi\pplication have been complied with
and the person executing and filing this Applicati® fully authorized to do so. The
authorization creating the right of the undersigAddn F. Grum to sign and file this
Application on behalf of the Applicants is as foli®.

1. Authorization on Behalf of Rand.

a. Rand is organized under laws of New York. Sec@id® of the New
York State Business Corporation Law provides thatliusiness of a
corporation shall be managed under the directidtsdfoard of directors.

b. The duly elected directors constituting the BodrDioectors of Rand
have adopted the following resolutions that areenily in effect.

“RESOLVED, that the executive officers of Rand Capital Cogtion
(“Rand”) shall be, and each of them hereby is, @utled and directed,
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by and on behalf of Rand, and in its name, to ebeeand cause to be
filed with the SEC any applications for exemptieéaf or requests for
no-action or interpretive positions under the Inesnt Company Act
of 1940, as amended (the “1940 Act”), the Investmiatvisers Act of
1940, as amended (the “Advisers Act”), the Seasitxchanges Act
of 1934 Act, as amended (the “1934 Act”), or anyentapplicable
federal or state securities law, as such offidartheir sole discretion,
deem necessary or appropriate to effect such actiopursue such
activities or transactions of Rand as are dulyaugbkd; and be it
further

RESOLVED, that the executive officers of Rand shall be, each of
them hereby is, authorized and directed, by anbedralf of Rand, and
in its name, to execute and cause to be filed thehSEC any
registration statements under the 1934 Act, th® ¥t or the
Advisers Act, notification of election to be regigd as a business
development company under the 1940 Act, or othiegfthat may be
required to be made with the SEC relating to therajon of Rand
and Rand Capital SBIC, Inc.(“Rand SBIC”), includiagnendments
thereto, and to take all other actions which acessary or appropriate
in connection with the operation of Rand and RaBtCSand in order
to comply with the 1933 Act, the 1940 Act, the Askuis Act or any
other applicable federal and state law, includhegftling of
undertakings as the executive officers of Rand deecessary and
appropriate;”

c. The undersigned is the duly elected and actingd®&esand Chief
Executive Officer of Rand, and, therefore, is dalyhorized to sign and
file this Application on behalf of Rand.

2. Authorization on Behalf of Rand SBIC.

a. Rand SBIC is organized under laws of New York. t®ec7.10 of the
New York State Business Corporation Law provided the business of a
corporation shall be managed under the directidtsdfoard of directors.

b. The duly elected directors constituting the bodrdictors of Rand
SBIC have adopted the following resolutions that@urrently in effect.

RESOLVED, that the executive officers of Rand Capital SBIE,
(“Rand SBIC”) shall be, and each of them herebgughorized and
directed, by and on behalf of Rand SBIC, and im#@se, to execute
and cause to be filed with the SEC any applicatfongxemptive
relief or requests for no-action or interpretivespions under the
Investment Company Act of 1940 Act, as amended“tBé0 Act”),
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the Investment Advisers Act of 1940, as amendesl‘@alvisers
Act”), the Securities Exchange Act of 1934, as atleeh(the “1934
Act”) or any other applicable federal or state sgi@s law, as such
officers, in their sole discretion, deem necessa@gppropriate to
effect such actions or pursue such activitiesamdactions of Rand
SBIC as are duly authorized; and be it further

RESOLVED, that the executive officers of Rand SBIC shalldred each
of them hereby is, authorized and directed, by@ntehalf of Rand
SBIC, and in its name, to execute and cause tddekbviith the SEC
any registration statements under the 1934 Act184 Act or the
Advisers Act, notification of election to be regigd as a business
development company under the 1940 Act, or othiegfthat may be
required to be made with the SEC relating to therajon of Rand
SBIC, including amendments thereto, and to takethkr actions
which are necessary or appropriate in connection the operation of
Rand SBIC in order to comply with the 1933 Act, 8210 Act, the
Advisers Act or any other applicable federal aradestaw, including
the filing of undertakings as the executive officef Rand SBIC deem
necessary and appropriate;”

c. The undersigned is the duly elected and actingd&esand Chief

Executive Officer of Rand SBIC, and, thereforejudy authorized to sign
and file this Application on behalf of Rand SBIC.

Signatures

Pursuant to the requirements of the Investment Gompct of 1940, the
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Applicants have signed this Application on #i€th day ofSeptembelanuary
20112012
RAND CAPITAL CORPORATION

By: — /sl Allen F. Grum
Allen F. Grum, President

RAND CAPITAL SBIC, INC.

By: — /s/ Allen F. Grum
Allen F. Grum, President
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VERIFICATIONS

The undersigned states that he has duly executeattifiched application
for and on behalf of Rand Capital Corporation; thais the President of such company;
and that all action by the stockholders, directord other bodies necessary to authorize
the undersigned to execute and file such instruiasibeen taken. The undersigned
further states that he is familiar with such instant, and the contents thereof, and that
the facts therein set forth are true to the besisknowledge, information and belief.

/s/ Allen F. Grum
Allen F. Grum

The undersigned states that he has duly executeattifiched application
for and on behalf of Rand Capital SBIC, Inc; thatis©ia President of such company; and
that all actions of the stockholders, directorgl ather bodies necessary to authorize the
undersigned to execute and file such instrument haen taken. The undersigned
further states that he is familiar with such instant, and the contents thereof, and that
the facts therein set forth are true to the besisknowledge, information and belief.

/s/ Allen F. Grum
Allen F. Grum
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