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Pete Grum:  Good afternoon, I’m Pete Grum.  I know most of you in the group so we can keep it fairly 
casual.  I’m going to go through my presentation, but feel free to interrupt with any questions, or at the 
end we’re going to be available.  Dan Penberthy, who’s my partner, is also here.  He’s Executive Vice 
President and CFO.  Karen Howard from our IR firm is also here and we’ll be available afterwards for 
any questions.  

This is the obligatory safe harbor statement.  Please be aware that we may make some forward-looking 
statements and actual results may differ.   

What is Rand?  Rand is really a mutual fund of private companies.  A company that’s been around for 
over 40 years, we were one of the first people listed on NASDAQ in 1971.  We got to go back a number 
of years ago for the 40 year anniversary and ring the bell.  We have about 30 investments in 30 
different companies—our total assets are about $40 million, and we have about $10 million of cash.  
We have about $8 million of borrowings from the SBA, which is our partner and which we’ll go through.  
The insiders own about 13%; it’s a big part of my net worth and Dan’s also and our Directors have been 
big buyers.  We have 35% institutional ownership.  

We have shown an ability, and expect to continue to grow the NAV.  We took a dip at the end of ’16.  
We sold two of our larger investments, and we’re rebuilding that NAV.  We have several companies 
that are preparing to exit, either through processes with investment bankers or some inbound marketing 
calls.  I can’t tell you when they’re going to happen or if they’re going to happen, but with 30 companies 
in our portfolio, we’re going to have some exits in the near future.  

This is a history of Rand.  I came in with Dan about 20 years ago, we’ve been working together.  The 
most important thing is, in 2001 we became a BDC.  We’re an atypical BDC in that we’re not a 
regulation M taxpayer, we’re a corporate taxpayer.  We became a BDC because there’s an SEC 
exemption, which allows if you convert to a BDC, you’re allowed to own an SBIC, which we created in 
2002.  We’re probably the smallest SBIC ever licensed.  We put $5 million of equity in and borrowed 
$10 million from the SBA.  We repaid that and borrowed another $8 million.  Right now we’re in the 
process, we filed an application to start a new, $22.5 million fund.  We’ve pre-funded that with  
$7.5 million in equity.  We’ve begun investing out of that.  We received a “Green Light” letter from the 
SBA, which is their invitation for us to apply.  We finished our application in April and we’re going 
through the process and hopefully, shortly, we’ll receive a full license.  It has not slowed us down as far 
as what we do, and we’ll go through and talk about some of the investments we’ve done under this pre-
licensing protocol.  

During the last five years we’ve had ten exits.  We’ve held an average of almost six years and we’ve 
invested $10.8 million in those and received $51.7 million.  Outstanding results, four times cash multiple 
and an IRR above 35%.  Since the inception of the SBIC in 2002, we’ve exited 27 companies, we have 
about 30 still in there.  Of those we exited, we earned a three times cash multiple and a 25% IRR.  We 
consider gross cash, as opposed to some other people who may look at it differently.  We look at 
dividends, interest, LLC distributions, and money from the sale of the investment.   

A lot of this is comparing ourselves to other BDCs, because I don’t want to give people the wrong 
impression.  We’re not like Ares, or Apollo or some of the other ones.  We focus on capital appreciation 
and equity and tend to grow our NAV through that.  We right now have about 60% in equity, 40% in 
debt.  We’re going to grow the debt in the near-term to get to the point where our operating income 
equals our operating expense.  If you looked at a typical BDC, you would probably see 90%, 95% debt 
and very little equity exposure.  
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In the last few years we’ve invested about $6 million, $7 million a year.  For the latest twelve months, 
we’ve invested $5.8 million.  Some of it has been follow-on investments into existing portfolio 
companies, some of it has been into new companies.  The ones with an asterisk came out of the new 
SBIC fund that I mentioned a moment ago, of which $3 million has been invested in eHealth and 
Genicon.  As we go through this, you’ll see that those are primarily debt instruments for some later 
stage companies, at least in our world.   

These are the investments we made in the second quarter; they were all follow-on investments.  
eHealth does about $16 million in sales providing electronic medical records.  That’s a $2 million term 
note that we put in.  Genicon is a company that’s doubling sales every year, about $4 million now.  We 
put a $1 million promissory note.  They’re in the laparoscopic surgical instrumentation space.  As they 
grow, they need working capital and that’s primarily what it is for.  SciAps has a management team that 
we invested with in the past.  They are in the instrumentation area for scientific research and that’s 
another company that’s probably doubling revenue every year.  We invested $250,000 of equity.  
BeetNPath is an Ithaca-based company into which we added $100,000 of equity.  They provide healthy 
entrees and side dishes based on steel cut oats.  They were just admitted into the Chobani Food 
Incubator.  

There are several ways we can demonstrate that we have a diversified portfolio, one is by revenue 
stage.  We typically start investing when a company has about $1 million in sales.  We always invest 
with other institutional investors.  At the $1 million in sales level, they have customers that we can talk 
to and our due diligence goes much better.  Revenue size grows from left to right here as they age 
through our portfolio.  On the right, for example, Carolina Skiff has been in our portfolio for almost 14 
years, has about $60 million in sales, $8 million of EBITDA, and they make recreational boats.  Tilson 
does engineering for IT and network construction, primarily for Verizon Wireless and others.  They’re 
probably at about a $40 million run rate.  

Our top five investments in our portfolio are about half of our portfolio size.  Genicon and eHealth, we 
talked about and I’ll talk about the other three now.  Rheonix came out of Ithaca, New York.  We’ve 
done a lot with Cornell-based technologies.  They’re a company that develops microfluidic-based 
molecular assay and diagnostic devices for genetic testing.  They have a lot of sales in China through a 
partnership.  In the U.S. they’re starting their FDA testing for the device.  Also, because it doesn’t need 
FDA testing, they’ve developed it to sell to the beer market, to test for bad beer before it hits the 
market.  

Outmatch came out of Saratoga Springs, using the University of Albany Psychology Department to do 
predictive employee selection and reference checking.  When they started, every person who was hired 
by Subway went through the protocol.  They actually went out and bought a bigger company based in 
Dallas, Texas.  It’s in the $16 million revenue range and growing, and they provide HR, automated and 
non-automated platforms for the HR department.  

SocialFlow is a local company, based here in New York City.  They have algorithms that allow you to 
predict when to publish articles electronically and to put ads along with them.  Over the top 50% of the 
publishers use them.  Time Magazine uses it, they sell it as real-time, National Geographic, Bloomberg 
and it keeps going on and on, a very successful company and kind of the standard for that type of 
business.  

When our companies exit us, it’s primarily through a sale.  I think in the time I’ve been here we’ve had 
one go public. This situation here is a little bit unusual.  We sold a company to Athenex a few years 
back.  We received a fair amount of cash and some restricted shares of Athenex, and they went public 
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recently.  They currently have a market cap of about $1 billion, or $17 per share.  We have about 
46,000 shares, which will become unrestricted fairly soon.  At the end of the quarter, our carrying value, 
due to the discounting required by the restriction rules, was about $13 per share.  

Another way to show our diversification is by what kind of business our portfolio companies are in.  
Healthcare, software and manufacturing are always the top three for us and will continue to be.   

Our business is a regional business.  We spend a fair amount of time with our companies and will 
continue to do so.  If you look, Buffalo, Rochester and Ithaca – as I said, we always invest with other 
people – we tend to lead the deals there since they’re in our backyard.  In Ithaca, we have a strong 
relationship with Cornell and the technologies that come out of there.  That has been very successful 
for us.  As you can see, we’re also in New York City, Massachusetts and others.  We get into other 
areas primarily through our co-investors.  The Florida surgical device company came to us through 
Advantage Capital, with which we’ve done a lot of business.  They led the investment, but Dan’s on the 
Board.  So we get some geographical dispersion that way.  

For those of you who follow the BDC model, we are internally managed as opposed to externally 
managed.  What has happened over time and will continue to happen over time, as we grow our 
assets, our expenses as measured by a ratio of expenses to asset size will decline over time, giving 
more to the shareholders.  

Our co-investment partners, we’re proud of.  In essence, they’re customers of ours.  You may know 
some.  Intel, Bain Capital and Bessemer are some of the larger ones, but we also invest with Angels 
and some other SBICs.  Our biggest co-investment partner is really the SBA.  They’re our partner and 
they provide long-term capital to us in the form of debentures, which we’ll talk about on the next couple 
of slides.  

We have about $7 million of cash on hand and we have some more cash coming from escrows.  
However, the majority of that is in our SBICs which we have to use for investing and that will continue.  
So at the end of June, our net asset value was $5.00.  

The SBA, which we talked about, this is our largest relationship that we have.  We have $8 million in 
debentures outstanding as of the end of June.  At one time we had $18 million from them; we’ve paid 
off $10 million.  It begins maturing in about five years, and the weighted average interest rate is 3.5%.  

Regarding our new SBIC, we expect to get approval for $15 million in leverage.  If we borrowed today, I 
think it would be around the same rate as our existing debentures.  It’s a fabulous program for people 
like us.  Its ten-year money, interest-only, paid semi-annually with a ten-year balloon.  

What are we doing with our money?  We are investing in companies, with a current focus on those that 
pay interest or dividends to us, as we work to get our expense and interest income almost equated.  
When we do get to an excess cash position, we will continue to look at buying shares back as opposed 
to dividends, which I think is a more tax efficient way for us to spend our money.  

This is Rand and its stock performance over the last five years.  When we have exits, we tend to get 
some jumps.  As you can see, we have outperformed the BDC Index, but we’ve had a hard time 
keeping up with the—well certainly in the last year—the S&P.  We’re here because we’re looking for 
people with interest in the story about Rand and to get more buyers for the stock.  

Why should you invest in Rand?  Financially, operationally we’ve delivered strong performance.  We’ve 
been doing it a long time.  The management team will continue to be the management team.  We’ve 
delivered shareholder returns and have a strategy, which we outlined, for growth.  In upstate New York 
we’re really the only ones that do this in the form of an SBIC.  Our investment partners, we have them 
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and we work well with them.  Given our size, we can operate very quickly.  And when things work well 
and we have some excess cash we may start looking at buying shares back again.  

If you have one of our presentations, in the next section we have all of our companies broken out by the 
industry category that they’re in.  If you go down, it’s when we invested, where they’re at, what they do, 
what we own and how we own it, and a cost and a value as of June 30.  On the bottom, we have our 
investment partners, which we think it’s a testament to know who you invest with.  

We have a fair amount in healthcare as you can see.  Then we move on to the software side.  
Manufacturing ranges from PostProcess in 3D printing to Carolina Skiff which makes boats.  It’s a wide-
range of sophisticated and non-sophisticated types of manufacturing.  We also have a variety of 
consumer products.  Grainful, which we talked about, is food-based, and OnCore is a golf ball 
company.  We have a gas pipeline going across Ohio.   

This is the management team that you would invest in.  That’s Dan and I, and we have a VP of Finance 
who is in charge of all the internal and external reporting.  There’s only four of us in the company, and 
we’re in Buffalo, New York, in about 800 square feet.   

And this is what a BDC is for those of you who do not know.  We are not a typical BDC, so I think it’s 
useful to point out the differences.  The main difference is, most are flow-through tax, almost like a 
REIT.  We are not, we pay taxes at a corporate level.   

If you have any questions, I can stop now, but this is how to get ahold of us.  We always take phone 
calls and are interested in getting feedback.  

<Q>: [Indiscernible]. 

Pete Grum:  We have our initial SBIC, of which we invested twice into it.  The SBA said it was okay at 
the time.  There’s a new regime in there who said no, we want you to relicense as a new SBIC and it’ll 
cost you a couple hundred thousand dollars.  Adding the second SBIC means it’s more scale for us.  
For every dollar we put in, we think we’re going to get leverage of 2:1 in the form of SBA debentures.  
We started off putting $7.5 million into our new SBIC, which we think will get us approval for $15 million 
of leverage.  We also have the ability as we get exits out of the first SBIC, I think it’s for 18 months, to 
put those proceeds into the second SBIC.  We need to grow.  We’re too small and we’ve been 
struggling with this for years but also growing for years.  I think over the last twenty years we’ve gone 
from $10 million to $40 million in our business, but it’s still too small.  Most of the other SBICs are in the 
$200 million range.  

<Q>:  But you have the skill.  [Indiscernible]. 

Pete Grum:  We’ve already put $7.5 million into our new SBIC and have begun investing it.  The first 
two deals we did were debt deals.  So that’s probably making money since that fund has negligible 
expenses at this point.  We’ll start by building a portfolio of primarily debt deals, for us, later-stage 
deals.  And then the other SBIC, over time, we’ll pay off the debt in there and move some of the 
proceeds into the new SBIC.  

Dan Penberthy: The anticipated $15 million commitment from the SBA is actually a 5-year 
commitment.  So we do not need to really draw down and incur the carrying costs of it until we’re ready 
to use it.  They may give us a commitment of up to about $6 million a year.  That gives us a three-year 
funding window, combined with the $7.5 million that we dropped down up front.  

<Q>: You said you need to grow.  Do you have a growth plan of any sort?  Are there any implications in 
Cornell’s technologies development out on Roosevelt Island? 
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Pete Grum:  I’ll take the first one. We have our growth plan that we’ve outlined.  We also have an 
investment banker and we’ve gone out and looked at people to merge with, merge with us and have not 
found anything that works to date, but that is always an option, we just haven’t found anyone that wants 
to do that right now.  

The second one, the Roosevelt Island, we have not seen any technologies out of that.  But, the group 
we invest in is called Cayuga Ventures, that’s a lot of Cornell money.  I assume, as they become into a 
level where they’re commercialized, we’ll take a look at those.  I don’t think they’ve had much to date. 

<Q>:  [Indiscernible].  

Pete Grum:  Well this is the lowest that I know that it’s been.  At times it’s been about book value.  In 
the BDC space there’s a wide variety – some that are trading at 25% of NAV and some that are trading 
a little bit above par.  

So at the very bottom of the chart on slide 21 is the BDC Index.  That has had some problems because 
of some regulatory things and how certain entities account for expenses.  I think the BDC market has 
done better this year.  Jeff, you may know?   

Jeff:  Yes.  [Indiscernible]. 

Pete Grum:  Those are primarily debt investors and that’s different from us, I would call them private 
banks.  They’re providing debt capital behind senior lenders, sometimes in place of senior lenders.  
There are very few that are like us that are equity oriented and don’t pay a dividend.  

<Q>:   [Indiscernible].   

Pete Grum:  No, it did not.  Regarding NAV progression on slide 4, this is from the date of 2012, so we 
grew book value over that time.  I think it probably went to $3.75, $3.80, somewhere around in there.  

In ’08, ’09 we were a little bit above par.  I know that because we issued shares at that point, but we 
didn’t know what was going to happen after that.  We raised about $4 million.  Without shareholder 
approval we can’t issue shares below NAV.  In ’08, ’09 for a couple of years we were about par. At that 
time, book value was $3.40.  Clearly we’ve grown our book value but the stock is not following.   

<Q>:  [Indiscernible]. 

Pete Grum:  I think we can grow NAV between 7% and 10% after tax on average over time, since over 
the last five years we’ve grown NAV about 6% or 7%.  

<Q>:  I have a question.  I came in late so I apologize if you addressed this.  Grainful, there was an 
agreement with Chobani, is that right, is it a long-term contract? 

Dan Penberthy:  The relationship with Grainful is they got accepted into the Chobani Food Incubator 
program.  So there’s not a contract to sell product.  Chobani had taken a group of selected companies 
and there was about 500 to 600 that applied for this opportunity.  Chobani will provide access to their 
management team and all their resources to help these small emerging food companies promote their 
products in the marketplace.  So Chobani did not place an order for product, they are just lending their 
expertise to help these emerging food products companies develop their own food products.  

<Q>:  Was the idea that they buy from them in the future or acquire them? 

Dan Penberthy:  There’s no commitment, there is none of that.  The expectation is solely providing the 
Chobani resources and the network, making them available to Food Incubator companies. 

<Q>:  Kind of like a management consultant? 
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Dan Penberthy:  Kind of like a mentor, yes. 

<Q>:   [Audio disruption]. 

Pete Grum:  Regarding share buybacks, we have and we can, excess cash permitting.   We don’t have 
excess capital right now but we certainly can when we do.  We bought about a half million shares back 
over the years.  We have approval for another half million shares and we can get approval for more, if it 
makes sense. 

<Q>:   [Audio disruption].  

Pete Grum:  Regarding buying as many shares as possible, until you can’t buy any more shares back, 
and I don’t know what you have then if you don’t have any investments in your portfolio.  But we can 
and we have, when we have excess cash. 

<Q>:  [Audio disruption]. 

Pete Grum:   Beyond what we’re doing, if we think it makes any sense we’re doing it.  We have worked 
with a series of investment bankers.  We looked at everything from delisting to shutting it down to 
merging.  We talked to a handful of merger partners who are interested in either a good public shell or 
an SBIC license.  Beyond what we’re doing, we don’t know what that is.  

Bigger is better is just kind of an academic term because academically, if we continue to buy shares 
back, that’s accretive, except it shrinks the company. 

<Q>:   [Audio disruption]. 

Pete Grum:  I would be happy to, if you know someone that’s going to write a check.  We’ve looked at 
that and it frustrates us as much as it frustrates you.  This is where our money is, in our stock, so we’re 
aligned with our shareholders.  The Board bought about a half million dollars’ worth at the end of 2016.  
We understand what you’re saying.  

Thank you.  We’re available for calls and we appreciate your interest.  Have a good day. 

 

 

 

 

 

 

   

 

 

 

 

 


