The Small Business Investment Company (SBIC) Program
Helping Meet the Capital Needs of American Small Business

Program Overview

The Small Business Investment Company (SBIC) Program, administered by the U.S.

SBIC PROGRAM QuicK FACTS
From FY2010 through FY2014:

Small Business Administration (SBA), is a multi-billion investment program created in 1958 e Over $17 billion in financing was

to bridge the gap between entrepreneurs’ need for capital and traditional sources of financ-
ing. Over the past five years, the program has channeled $17 billion of capital to more
than 5,900 U.S. small businesses representing a variety of industries across the country.

invested in small businesses

e Over 5,900 businesses received
investments

These results were achieved through a proven public-private partnership that leverages

the full faith and credit of the U.S. government to increase the pool of investment capital

available to small businesses.

The SBIC Public-Private Partnership at Work

The SBIC Program harnesses the talent of professional investment fund managers to iden-

e 22% of the small businesses
financed were located in low-to-
moderate income areas

o 8% of the small businesses were
women-, minority- or veteran-
owned

tify and finance promising small businesses. Qualified fund managers that complete the
SBIC Program’s rigorous application process are granted a license to operate their fund as
an SBIC. The SBIC can then leverage capital raised from private investors, such as banks, pension funds or high net-worth individu-
als, with government-guaranteed debt obtained through the program. For every $1 the fund raises from investors, SBA will commit up
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U.S. Small Business
Administration

Small Business
Investment
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Small Business

Flexible Financing for the Lower-Middle Market

Most applicants to the SBIC Program seek a Standard License, which accommodates a wide range of investment strategies. For
those funds investing in market segments that face unique challenges in accessing capital, SBA offers two additional license types.

Standard License

Strategy: For SBIC applicants seeking
the broadest investment mandate, with
no limits beyond the basic set of SBIC
investment criteria.

Application Process: Rolling
Processing Time: Normal

SBA-Guaranteed Leverage:
o Up to 2x private capital
o $150M cap

Impact Investment License

Strategy: Applicants commit to invest-
ing 50% of their capital in “impact in-
vestments,” such as clean energy or
low-to-moderate income investments.

Application Process: Rolling
Processing Time: Expedited

SBA-Guaranteed Leverage:
o Up to 2x private capital
o $150M cap

to $2 of debt, subject to a cap of $150 mil-
lion. The SBIC manager can then assemble
a portfolio of long-term investments in Amer-
ican small businesses. When the invest-
ments are realized and the fund begins to
wind-down, the SBIC will repay its SBA-
guaranteed debt and share the profits from
its investments with the private investors
that backed the fund.

Early Stage License

Strategy: Applicants commit to deploy
at least 50% of their capital in early-
stage companies that have yet to
achieve positive cash flow.

Application Process: Single Deadline
Processing Time: Normal

SBA-Guaranteed Leverage:
e Up to 1x private capital
o $50M cap

Learn How to Participate at www.sba.gov/inv or e-mail asksbic@sba.gov

Fund Managers:

Take advantage of our “Pre-Screening” pro-
cess and consult with an SBIC Program In-
vestment Officer to assess your fit with the
SBIC Program.

Fund Investors:

SBICs deliver multiple benefit to its investors
such as CRA credit for banks, exemption from
the Volcker Rule and the potential for en-
hanced returns.

Small Business Owners:

Visit our online directory of active SBICs and
review our articles on how best to approach
an SBIC for financing.
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SPOTLIGHT: The Impact Investment Fund

Fueling the Growth of an Emerging Industry WHAT IS IMPACT INVESTING?
The SBIC Program allocates roughly $200 million in annual SBA-guaranteed Impact investing is the practice of investing with
leverage commitments to the Impact Investment Fund, which is available to the goal of generating positive social, environ-
funds licensed as Impact SBICs. The Impact Investment Fund was created O LI e along§/de Sz

k i ) . o return. The Global Impact Investing Network
to support small business investment strategies designed to both maximize (www.thegiin.org), cites several core characteris-
financial return and generate enhanced social, environmental and economic tics of the approach, summarized here:
impact. With each new Impact SBIC licensed, SBA hopes to contribute to the

) ) ) ) ) ) e Intentionality: /mpact investors deploy capital
impact industry’s growth; demonstrating that investors can use their capital to with the intention of generating impact.

affect positive change in their communities while also earning strong finan-

cial returns. (For more information visit www.sba.gov/inv/impact) B

expect a financial return, whether market rate
or a simple recovery of principal.

Supporting a Range Of ImpaCt Strategies e Measurement: Impact investors commit to

Impact SBICs, like Standard SBICs, maintain an exclusive focus on financing measure the social, environmental or econom-
U.S. small businesses in need of capital. As beneficiaries of the Impact ic impact of their investments.

Fund, they also make a commitment to deploy at least 50% of their invested

capital in “impact investments.” These investments may be either pre-

approved, SBA-Identified impact investments or Fund-ldentified impact investments applicants define as part of their licensing applica-
tion. While every Impact SBIC fund manager must meet the SBIC Program’s licensing qualifications standards, the application, in-
vestment and measurement requirements of the Impact Fund vary depending on the type of investment strategy a fund pursues.

Measure
Assess and report on the
outcomes achieved

Invest
Deploy at least 50% of invested
capital in “impact investments”

Apply
Meet SBA licensing standards and
obtain expedited processing

Common
Requirements

Impact investments are those made in:

Economically-Distressed Areas

Low-to-Moderate Income Areas Report impact investments using
standard SBA reporting forms

SBA-Identified Describe strategy and track

Strategy ONLY

record of making impact Rural Areas

investments. Qualified Low-Income Communities
SBIR/STTR Recipients
Energy Savings Investments

Describe strategy, track record

Fund-ldentified and provide the fund’s “Impact investments” must be Obtain an independent, third-
Strat ONLY custompize d definition of an consistent with fund’s party assessment of fund’s
rategy customized definition impact, such as a GIIRS rating

“impact investment”

Impact SBICs

Michigan Growth Capital Partners Bridges US Sustainable Growth Fund Renovus Capital Partners

Detroit, Ml & New York, NY New York, NY Wynnewood, PA

Licensed: 2011 Licensed: 2014 Licensed: 2011

Web: www.investmichigan.com Web: www.bridgesventures.com Web: www.renovuscapital.com

SJF Ventures Il Morgan Stanley Impact Fund Bluehenge Secured Debt SBIC
Durham, NC New York, NY New York, NY & Baton Rouge, LA
Licensed: 2012 Licensed: 2014 Licensed: 2015

Web: www.sjfventures.com Web: www.morganstanley.com Web: www.bluehenge.com
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