The Small Business Investment Company (SBIC) program gives
private fund managers access to government-backed leverage
while supporting U.S. small businesses. From optional pre-
screening to final licensure, the Small Business Association
(SBA) licensing process requires careful preparation, strategic

alignment, and the right operational support. Here’s how
managers can navigate the process with confidence.

Since its establishment in 1958, the SBIC program,
administered by the U.S. Small Business Administration,
has played a pivotal role in expanding access to long-term
debt and equity capital for U.S. small businesses, while
providing private fund managers with a differentiated,
government-backed leverage program.

Through the SBIC program, privately managed
investment funds combine privately raised capital
(Regulatory Capital) with SBA-guaranteed debentures
issued at attractive, government-backed long-term
rates. While leverage remains a defining characteristic
of the program, certain SBICs elect to operate on an
unlevered basis, reflecting the program’s flexibility in
accommodating diverse investment strategies.

Structurally, SBICs operate similarly to traditional private
investment funds. However, they are subject to a rigorous
licensing process and enhanced regulatory oversight by

the SBA that distinguishes them from most private funds.

SBA regulations focus on capital structure and leverage,
investment limitations, and investor eligibility. They
offer unique opportunities for specific investor types. For
example, banks, which may face regulatory constraints
when investing in traditional private funds, are eligible
to invest in SBICs, often in support of Community
Reinvestment Act (CRA) objectives.

Additionally, while SBICs prepare financial statements
under U.S. Generally Accepted Accounting Principles
(GAAP), they are also subject to SBA-specific valuation

and accounting standards, as well as an additional layer of
regulatory financial reporting and compliance requirements.

The SBIC licensing
journey

Securing an SBIC license involves a structured,
multistage review of the management team,
investment strategy, governance framework,
and operational readiness. Early coordination
with fund administration, legal, audit, and tax
service providers can help managers prepare
stronger submissions and respond efficiently to
SBA feedback.

The licensing process formally begins with the
submission of a comprehensive Management
Assessment Questionnaire (MAQ), which is
how the U.S. Small Business Administration
evaluates the sponsor’s leadership team,
investment strategy, track record, and operational
infrastructure to determine suitability for
participation in the Small Business Investment
Company program. Prior to committing time
and capital to the process, managers can gather
early insight through an optional but strongly
recommended pre-screening step.

@ From pre-screening through
licensing, a structured
approach is critical. Here’s
how the SBIC licensing
journey unfolds.




Partnering With the SBA
Throughout the Process

From pre-screening through licensure, SBIC applicants
engage in ongoing dialogue with SBA professionals
through informal inquiries, formal comment letters, and
iterative feedback. Timely, thoughtful responses help
ensure an efficient path to licensure.

For full details and to learn more, visit

SBIC Licensing
Manager Checklist

This checklist outlines the key actions, materials, and
readiness considerations at each stage of the licensing
process. Addressing items early can reduce delays and
execution risk.

Objective: Validate program fit and refine
positioning
Strategy and structure

| | Clearly articulate investment strategy and target
portfolio profile

[ Confirm alignment with SBIC eligibility and
concentration requirements

[ | Define fund structure and proposed economics

Team and track record
[ 1 Compile concise bios for key principals
| | Prepare a clear, supportable track record

[ | Identify realized and unrealized outcomes

Materials
| | Draft Short Form 2181
| | Prepare fund overview and investment narrative

[ | Ensure consistency across materials

CSC Insight: Pre-screening feedback often highlights
areas for refinement before formal submission, saving
time and cost.

@ Step 1: Optional pre-screening

While not part of the formal approval
process, the SBA’s optional pre-screening
stage provides informal, non-binding
feedback on a proposed fund and
management team. This step is strongly
recommended, particularly for first-time
applicants.

For pre-screening review, managers
submit Short Form 2181, which includes:

An overview of the proposed fund and
strategy

A narrative describing the investment
approach

A summary of the team’s investment
track record

Biographies of key principals

There is no fee, and the non-binding
feedback can help managers refine their
positioning before formal submission.

Step 2: Submitting the
Management Assessment
Questionnaire

The MAQ represents the SBA’s primary
diligence review and is the cornerstone
of the licensing process. It examines

the management team, strategy, and
infrastructure in detail.

The MAQ submission includes:

Form 2181 (long form or expedited
subsequent fund version, if
applicable)

Form 2181 Exhibits A-D

Supporting materials and attachments

Payment of the initial licensing fee

Following submission, the SBA assigns
both a licensing investment analyst
and legal counsel to conduct detailed
investment, operational, and legal
diligence.

If the Investment Committee determines
the application is viable, managers

are invited to participate in a formal
interview (typically about one hour and
often conducted in-person). Successful
completion, along with approval from the
Agency Licensing Committee, results in
issuance of a Green Light letter.



https://www.sba.gov/partners/sbics/apply-be-sbic
https://www.sba.gov/partners/sbics/apply-be-sbic
https://www.sba.gov/document/sba-form--sbic-program-application-forms
https://www.sba.gov/document/sba-form--sbic-program-application-forms
https://www.sba.gov/document/sba-form--sbic-program-application-forms
https://www.sba.gov/document/sba-form--sbic-program-application-forms
https://www.sba.gov/document/sba-form--sbic-program-application-forms

Objective: Demonstrate SBIC-readiness

Governance and operations

| | Define decision-making authority and investment
committee structure

|| Document valuation, compliance, and reporting processes

[ Confirm readiness for SBA reporting and audit requirements

Legal and fund documentation
[| Draft Form 2181
[ | Prepare Exhibits A-D

[ | Align limited partnership agreement, private placement
memorandum, and governing documents with SBIC
requirements

| | Engage service providers early

Financial and administrative readiness
| | Establish fund administration framework

[ ] Define capital call, distribution, and expense allocation
processes

[ | Prepare policies for leverage, valuations, fees and expenses

Submission and review
[ Submit MAQ and supporting materials

[ | Pay initial licensing (MAQ) fee
| | Prepare for SBA diligence

[ | Coordinate interview availability

CSC Insight: Inconsistent documentation and unclear
operational roles are common drivers of SBA follow-up
inquiries.

Objective: Prepare for fundraising and execution

Capital formation
['] Confirm target Regulatory Capital

[ 1 Align limited partner documentation with SBA-
approved terms

' | Plan closing mechanics and timeline

Timing and compliance

['| Understand closing window parameters
[1 Plan for multiple closings

[ | Track SBA deadlines internally

CSC Insight: Operational changes post-Green Light may
increase scrutiny and risk delays.

@ Step 2A: The Green Light—

authorization to raise capital
and prepare for licensure

A Green Light signals that the SBA has
approved the management team and
investment strategy, subject to final
capitalization and documentation. While
it does not authorize SBIC operations

or access to SBA leverage, it allows
managers to proceed with fundraising
and preparation for the fund’s initial
closing.

The SBA may permit multiple closings
after licensure, subject to SBA approval
and fund-specific conditions.

Experienced SBIC managers may qualify
for a streamlined review process under
13 CFR §107.305, with a shortened Form
2181, fewer exhibits, and a reduced
review timeline.

Step 3: Final License
Application

Once sufficient Regulatory Capital has
been raised and the fund is ready for an
initial closing, managers submit the Final
License Application.

This submission builds upon the
approved MAQ and includes:
Updated Form 2181 and Exhibits A-D
Exhibits E-G
Final executed legal documents

Redlined comparisons to previously
submitted drafts

Payment of the final licensing fee and
any additional applicable fees

The SBA reviews the submission to
confirm that no material adverse changes
have occurred since Green Light before
issuing the SBIC license.



https://www.ecfr.gov/current/title-13/chapter-I/part-107/subpart-C/subject-group-ECFR0e54b1c78c2f0d2/section-107.305
https://www.ecfr.gov/current/title-13/chapter-I/part-107/subpart-C/subject-group-ECFR0e54b1c78c2f0d2/section-107.305

Objective: Finalize and obtain formal SBA
approval.

Final documentation

[ | Update Form 2181 and Exhibits A-D for any changes
| | Prepare Exhibits E-G

[ | Finalize and execute all legal documents

[| Prepare redlined comparisons to prior submissions

Fees and submission
['1 Pay Final Licensing Fee and any additional applicable fees

['1 Confirm completeness and consistency of all materials

Final review

['| Address SBA questions promptly

| | Confirm no material adverse changes since Green Light
['] Coordinate final approval with SBA

Ongoing best practices throughout the process

| | Maintain a centralized source of truth for submissions
and responses

[ | Respond promptly to SBA inquiries
[ 1 Keep service providers aligned
' | Document key decisions and changes

[ 1 Review SBA standard operating procedures (SOP)
guidance

[ | Attend SBA training sessions (typically held in
Washington, D.C.)

How CSC supports managers
at every stage

With nearly 25 years of commitment to the SBIC
community and longstanding sponsorship of SBIA
initiatives, CSC supports managers across the full fund
lifecycle. Our teams help sponsors build operational
readiness, align with regulatory requirements, and scale
fund administration through disciplined processes, best-
in-class practices, and proprietary technology.

Find out more about CSC'’s range of



https://www.cscglobal.com/service/funds/fund-administration/sbic/
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