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The information in this prospectus is not complete and may be changed. We may not sell these securities
until the registration statement filed with the Securities and Exchange Commission is effective. This
prospectus is not an offer to sell these securities and is not soliciting an offer to buy these securities in any
jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED JULY 3, 2019

PRELIMINARY PROSPECTUS

Newtek

Your Business Solutions Company ™

Newtek Business Services Corp.
$300,000,000
Common Stock
Preferred Stock
Subscription Rights
Warrants
Debt Securities

This prospectus relates to the offer, from time to time, in one or more offerings or series, of up to
$300,000,000 of common stock, preferred stock, warrants representing rights to purchase shares of common
stock, preferred stock or debt securities, subscription rights or debt securities, which we refer to, collectively, as
the “securities”. There are $293,997,000 of securities available for issuance under this prospectus as a result of
our issuance of $6,003,000 in aggregate principal amount of shares of our common stock, par value $0.02 per
share, since June 2018. The preferred stock, subscription rights, warrants and debt securities offered hereby may
be convertible or exchangeable into shares of common stock. The securities may be offered at prices and on
terms to be described in one or more supplements to this prospectus.

In the event we offer common stock, the offering price per share of our common stock less any
underwriting discounts or commissions will generally not be less than the net asset value per share of our
common stock at the time we make the offering. However, we may issue shares of our common stock pursuant
to this prospectus at a price per share that is less than our net asset value per share (i) in connection with a rights
offering to our existing stockholders, (ii) with the prior approval of the majority of our common stockholders or
(iii) under such other circumstances as the Securities and Exchange Commission may permit. See “Risk
Factors” for more information.

We may sell our securities through underwriters or dealers, “at-the-market” to or through a market maker
into an existing trading market or otherwise directly to one or more purchasers or through agents or through a
combination of methods of sale. Each prospectus supplement relating to an offering will identify any agents or
underwriters involved in the sale of the securities, and will disclose any applicable purchase price, fee, discount
or commissions arrangement between us and our agents or underwriters or among our underwriters or the basis
upon which such amount may be calculated. See “Plan of Distribution”. We may not sell any of the securities
through agents, underwriters or dealers without delivery of this prospectus and a prospectus supplement
describing the method and terms of the offering of such securities.

Newtek Business Services Corp. is an internally managed, non-diversified, closed-end management
investment company that has elected to be regulated as a business development company under the Investment
Company Act of 1940, as amended. Along with its wholly owned subsidiary and controlled portfolio
companies, Newtek provides a wide range of business and financial solutions under the Newtek® brand to the
small- and medium-sized business market. Newtek’s products and services include: Business Lending including
SBA 7(a) loans, 504 loans and conventional loans, Electronic Payment Processing, Managed Technology
Solutions (Cloud Computing), Technology Consulting, eCommerce, Accounts Receivable and Inventory
Financing, personal and commercial lines Insurance Services, Web Services, Data Backup, Storage and
Retrieval, and Payroll and Benefits Solutions to small- and medium-sized business relationships nationwide
across all industries.

Our investment objective is to generate both current income and capital appreciation primarily through
loans originated by our business finance platform and our equity investments in certain portfolio companies that
we control.

Our common shares are currently traded on the Nasdaq Global Market under the symbol “NEWT.” As of
July 1, 2019, the last reported closing price of our common shares on the Nasdaq Global Market was $22.77,
which is a 48.7% premium to our net asset value of $15.31 as of March 31, 2019.

An investment in our securities is subject to risks and involves a heightened risk of total loss of
investment. In addition, the companies in which we invest are subject to special risks. Shares of closed-
end investment companies, including business development companies, frequently trade at a discount to
their net asset value. If our shares trade at a discount to our net asset value, it may increase the risk of
loss for purchasers in this offering. In addition, the companies in which we invest are subject to their own
risks. See “Risk Factors” beginning on page 19 of this prospectus, and in, or incorporated by reference
into, the applicable prospectus supplement and in any free writing prospectuses we may authorize for use
in connection with a specific offering, and under similar headings in the other documents that are
incorporated by reference into this prospectus, to read about factors you should consider, including the
risk of leverage, before investing in our securities.



Neither the SEC nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

This prospectus may not be used to consummate sales of our securities unless accompanied by a
prospectus supplement.

This prospectus describes some of the general terms that may apply to an offering of our securities. We
will provide the specific terms of these offerings and securities in one or more supplements to this prospectus.
We may also authorize one or more free writing prospectuses to be provided to you in connection with these
offerings. The prospectus supplement and any related free writing prospectus may also add, update, or change
information contained in this prospectus. You should carefully read this prospectus, the applicable prospectus
supplement, and any related free writing prospectus, and the documents incorporated by reference, before
buying any of the securities being offered. We file annual, quarterly and current reports, proxy statements and
other information about us with the Securities and Exchange Commission (“SEC”). This information is
available free of charge by contacting us by mail at 1981 Marcus Avenue, Suite 130, Lake Success, New York
11042, by telephone at (212) 356-9500 or on our website at http://www.NewtekOne.com. The SEC also
maintains a website at http://www.sec.gov that contains such information. Information contained on our website
or on the SEC’s web site about us is not incorporated into this prospectus and you should not consider
information contained on our website or on the SEC’s website to be part of this prospectus.

The date of this prospectus is ,2019.




You should rely only on the information contained in this prospectus and any accompanying
prospectus supplement. We have not authorized any dealer, salesman or other person to give any
information or to make any representation other than those contained in this prospectus or any
prospectus supplement to this prospectus. You must not rely upon any information or representation not
contained in this prospectus or any such supplements as if we had authorized it. This prospectus and any
such supplements do not constitute an offer to sell or a solicitation of any offer to buy any security other
than the registered securities to which they relate, nor do they constitute an offer to sell or a solicitation of
an offer to buy any securities in any jurisdiction to any person to whom it is unlawful to make such an
offer or solicitation in such jurisdiction. The information contained in, or incorporated by reference in,
this prospectus, any such supplements, or free writing prospectuses is, or will be, accurate as of the dates
on their respective covers. Our business, financial condition, results of operations and prospects may
have changed since then.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the SEC, using the “shelf”
registration process. Under the shelf registration process, which constitutes a delayed offering in reliance on
Rule 415 under the Securities Act, Newtek Business Services Corp. may offer, from time to time, in one or
more offerings, up to $300,000,000 of common stock, preferred stock, subscription rights to purchase shares of
common stock, warrants or debt securities, on terms to be determined at the time of the offering. We may sell
our securities through underwriters or dealers, “at-the-market” to or through a market maker, into an existing
trading market or otherwise directly to one or more purchasers or through agents or through a combination of
methods of sale. The identities of such underwriters, dealers, market makers or agents, as the case may be, will
be described in one or more supplements to this prospectus. The securities may be offered at prices and on
terms described in one or more supplements to this prospectus. This prospectus provides you with a general
description of the securities that we may offer. Each time we use this prospectus to offer securities, we will
provide a prospectus supplement that will contain specific information about the terms of that offering.

We may also authorize one or more free writing prospectuses to be provided to you that may contain
material information relating to these offerings. In a prospectus supplement or free writing prospectus, we may
also add, update, or change any of the information contained in this prospectus or in the documents we
incorporate by reference into this prospectus. This prospectus, together with the applicable prospectus
supplement, any related free writing prospectus, and the documents incorporated by reference into this
prospectus and the applicable prospectus supplement, will include all material information relating to the
applicable offering. Before buying any of the securities being offered, you should carefully read both this
prospectus and the applicable prospectus supplement and any related free writing prospectus, together with any
exhibits and the additional information described in the sections titled “Available Information,” “Incorporation
of Certain Information By Reference,” “Prospectus Summary” and “Risk Factors” before making an investment
decision.

This prospectus includes summaries of certain provisions contained in some of the documents described
in this prospectus, but reference is made to the actual documents for complete information. All of the summaries
are qualified in their entirety by the actual documents. Copies of some of the documents referred to herein have
been filed, will be filed, or will be incorporated by reference as exhibits to the registration statement of which
this prospectus is a part, and you may obtain copies of those documents as described in the section titled
“Available Information.”
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PROSPECTUS SUMMARY

The following summary contains basic information about offerings pursuant to this prospectus. It may
not contain all the information that is important to you. For a more complete understanding of offerings
pursuant to this prospectus, we encourage you to read this entire prospectus and the documents to which we
have referred in this prospectus, together with any accompanying prospectus supplements or free writing
prospectuses, including the risks set forth under the caption “Risk Factors” in this prospectus, any
accompanying prospectus supplement or free writing prospectus, and under similar headings in any other
documents that are incorporated by reference into this prospectus, and the information set forth under the
caption “Available Information” in this prospectus. Throughout this prospectus, we refer to Newtek Business
Services Corp., its consolidated subsidiaries and its predecessor, Newtek Business Services, Inc., as the
“Company,” “we,” “us,” “our,” and “Newtek.”

Our Business

We are an internally managed non-diversified closed-end management investment company that has
elected to be regulated as a BDC under the 1940 Act. Additionally, we have elected to be treated as a
regulated investment company (a “RIC”) under Subchapter M of the Internal Revenue Code of 1986, as
amended (the “Code”) for U.S. federal income tax purposes, beginning with our 2015 tax year. Our
investment activities are managed by our executive officers and supervised by our board of directors (the
“Board”).

Our investment objective is to generate both current income and capital appreciation primarily through
loans originated by our business finance platform and our equity investments in certain portfolio companies
that we control. From 2012 through March 31, 2019, Newtek Small Business Finance, LLC (“NSBF”), our
wholly-owned subsidiary, has consistently been the largest non-bank SBA 7(a) lender and currently is the
fourth largest SBA 7(a) lender in the U.S. based on dollar lending volume. NSBF generally structures its
loans so that it can both sell the government guaranteed portions of SBA 7(a) loans and securitize the
unguaranteed portions. This structure generally allows NSBF to recover its capital and earn excess capital on
each loan, typically within a year. NSBF may in the future determine to retain the government guaranteed or
unguaranteed portions of SBA 7(a) loans pending deployment of excess capital. Additionally, we and our
controlled portfolio companies provide a wide range of business and financial solutions to small- and
medium-sized business (“SMB”) relationships, including Business Lending, which includes SBA 7(a) loans,
SBA 504 loans and conventional loans, Electronic Payment Processing, Managed Technology Solutions
(Cloud Computing), Technology Consulting, eCommerce, Accounts Receivable and Inventory Financing,
personal and commercial lines Insurance Services, Web Services, Data Backup, Storage and Retrieval, and
Payroll and Benefits Solutions to SMB relationships nationwide across all industries. We support the
operations of our controlled portfolio companies by providing access to our proprietary and patented
technology platform, including NewTracker®, our patented prospect management software.

We define SMBs as companies having revenues of $1.0 million to $100.0 million, and we estimate the
SMB market to be over 27 million businesses in the U.S. While our primary investments include making
loans and providing business solutions to the SMB market through NSBF and our controlled portfolio
companies, we also may make opportunistic investments in larger or smaller companies. We expect to
generate returns through a combination of realized gains on the sale of the government guaranteed portions of
SBA 7(a) loans, contractual interest payments on debt investments, dividends from our controlled portfolio
companies, equity appreciation (through direct investment in our controlled portfolio companies), servicing
income and other income. We can offer no assurance that we will achieve our investment objective, and our
Board may change our investment objective without stockholder approval. See “Risk Factors — Risks
Related to Our Business and Structure — Our Board may change our investment objective, operating policies
and strategies without prior notice or stockholder approval, the effects of which may be adverse” in this
prospectus.

Our portfolio consists primarily of debt and equity investments in smaller privately-owned companies.
Investing in these types of companies involves a number of significant risks. Typically, the debt in which we
invest is not initially rated by any rating agency; however, we believe that if such investments were rated,
they would be below investment grade. Below investment grade securities, which are often referred to as
“high yield” or “junk,” have predominantly speculative characteristics with respect to the issuer’s capacity to
pay interest and repay principal. See “Risk Factors — Risks Related to Our Investments Generally — An
investment strategy focused primarily on smaller privately held companies involves a high degree of risk and
presents certain challenges, including the lack of available information about these companies, a dependence
on the talents and efforts of only a few key portfolio company personnel and a greater vulnerability to
economic downturns” in this prospectus.




Organizational Overview

On November 12, 2014, our predecessor, Newtek Business Services, Inc. (“Newtek NY”), merged with
and into Newtek Business Services Corp. for the purpose of reincorporating the Company in the state of
Maryland. On that same date, the newly combined company, Newtek Business Services Corp., elected to be
regulated as a BDC under the 1940 Act (the “BDC Conversion”). On October 22, 2014, prior to the BDC
Conversion, we effectuated a 1 for 5 reverse stock split (the “Reverse Stock Split”) to attract institutional
investors. As a result of the BDC Conversion, Newtek NY ceased to exist and the Company succeeded to
Newtek NY’s operations as the sole surviving entity.

The Company is a Maryland corporation that is an internally managed, non-diversified closed-end
management investment company that has elected to be regulated as a BDC under the 1940 Act. As a BDC,
we are required to meet regulatory tests, including the requirement to invest at least 70% of our gross assets
in “qualifying assets.” Qualifying assets generally include securities of private or thinly traded U.S.
companies and cash, cash equivalents, U.S. government securities and high-quality debt investments that
mature in one year or less. See “Regulation” in this prospectus. In addition, we have elected to be treated for
U.S. federal income tax purposes, and intend to qualify annually, as a RIC under the Code. See “Certain U.S.
Federal Income Tax Considerations” in this prospectus.

Set forth below is a diagram of our current organizational structure which includes the approximate
value of each wholly-owned portfolio company, as a percentage of total assets, as of March 31, 2019:

Newtek Business Services Corp.
(Business Development Company)

Newtek Small
Business Finance, LLC (“NSBF”)
(Consolidated Subsidiary)®
T
I
I

Portfolio CDS Business .
Companies® Services, Inc. Newtek Merchant Newtek Technology Small Business Olh‘Cl‘A
(57.0%) d/b/a Newtek Solutions (“NMS”) ||Selutions, Inc. ('NTS”)| | Lending, LLC (“SBL”) Portfolio
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Solutions (“NBC™)
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(1) NSBF is a consolidated subsidiary that is part of the Company’s business finance platform, and operates as a
nationally licensed SBA lender under the federal Section 7(a) loan program with preferred lender program status.

(2) Consists of SBA 7(a) Loans to small businesses.

(3) CDS Business Services, Inc. d/b/a Newtek Business Credit Solutions (“NBC”), a wholly-owned portfolio company
that is part of the Company’s business finance platform, provides receivables and inventory financing, management
services, and managerial assistance to SMBs.

(4)  Newtek Merchant Solutions, LLC (“NMS”) is a wholly-owned portfolio company that markets credit and debit
card processing services, check approval services, processing equipment, and software. At December 31, 2018,
Premier Payments LLC (“Premier”), a wholly-owned portfolio company that marketed credit and debit card
processing services, check approval services, processing equipment, and software, merged into NMS.

(5) Newtek Technology Solutions, Inc. (“NTS”) is a wholly-owned portfolio company that provides website hosting,
dedicated server hosting, cloud hosting, web design and development, internet marketing, ecommerce, data
storage, backup and disaster recovery, and other related services.

(6)  Small Business Lending, LLC (“SBL”) is a wholly-owned portfolio company that is part of the Company’s
business finance platform. SBL provides third-party loan servicing for SBA and non-SBA loans, and provides
lending institutions with outsourced solutions for the entire SBA lending process, including credit analysis,
structuring and eligibility, packaging, closing compliance and servicing.




(7)  Includes: (i) Newtek Insurance Agency, LLC (“NIA”), a wholly-owned portfolio company which is a retail and
wholesale brokerage insurance agency, licensed in all 50 states, specializing in the sale of commercial and
health/benefits lines insurance products to the SMB market as well as various personal lines of insurance; (ii)
PMTWorks Payroll, LLC d/b/a Newtek Payroll and Benefits Solutions (“NPS” or “PMT”), a wholly-owned
portfolio company which offers an array of industry standard and competitively priced payroll management,
payment and tax reporting services to SMBs; (iii) International Professional Marketing, Inc. (“IPM™) and Sidco,
LLC d/b/a Cloud Nine Services (“SIDCO”) are wholly-owned portfolio companies which consult, strategize,
design, and implement technology solutions for enterprise and commercial clients across the U.S.; (iv) Newtek
Business Lending, LLC (“NBL”), a wholly-owned portfolio company that provides SBA 504 loans and financing
to the SMB market for the acquisition of fixed assets; and (v) Mobile Money, LLC (“Mobil Money”), a wholly-
owned portfolio company that provides payment processing for a merchant portfolio of taxi cabs.

Business Finance Platform

SBA 7(a) Lending

Our portfolio consists of guaranteed and unguaranteed non-affiliate SBA loan investments that were
made through our business finance platform, which includes NSBF, a nationally licensed SBA lender under
the federal Section 7(a) loan program. The SBA is an independent government agency that facilitates one of
the nation’s largest sources of SMB financing by providing credit guarantees for its loan programs. SBA 7(a)
loans are partially guaranteed by the SBA, with SBA guarantees typically ranging between 75% and 90% of
the principal and interest due. NSBF has a dedicated senior lending team that originates and services SBA
7(a) loans to qualifying SMBs. NSBF sells the guaranteed portions of its SBA 7(a) loans, typically within
two weeks of origination, and retains the unguaranteed portion until accumulating sufficient loans for a
securitization. NSBF’s securitization process is as follows. After accumulating sufficient unguaranteed
portions of SBA 7(a) loans, the unguaranteed portions of the SBA 7(a) loans are transferred to a special
purpose vehicle (a “Trust”), which in turn issues notes against the Trust’s assets in a private placement. The
Trust’s primary source of income for repaying the securitization notes is the cash flows generated from the
unguaranteed portion of SBA 7(a) loans owned by the Trust; principal on the securitization notes will be paid
by cash flow in excess of that needed to pay various fees related to the operation of the Trust and interest on
the debt. Securitization notes have an expected maturity of about five years, and the Trust is dissolved when
the securitization notes are paid in full.

NSBEF has received preferred lender program (“PLP”) status, a designation whereby the SBA authorizes
the most experienced SBA lenders to place SBA guarantees on loans without seeking prior SBA review and
approval. PLP status allows NSBF to serve its clients in an expedited manner since it is not required to
present applications to the SBA for concurrent review and approval.

NSBF’s senior lending team has focused on making smaller loans, approximately $1,000,000 or less, in
order to maintain a diversified pool of loans that are dispersed both geographically and among industries,
which we believe limits NSBF’s exposure to regional and industry-specific economic downturns. NSBF
supports its lending activities with lines of credit for the unguaranteed and guaranteed portions of SBA 7(a)
Loans. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Capital Resources — Capital One Facility” for more information.

NSBF evaluates the credit quality of its loan portfolio by employing a risk rating system that is similar
to the Uniform Classification System, which is the asset classification system adopted by the Federal
Financial Institution Examinations Council. NSBF’s risk rating system is granular with multiple risk ratings
in both the Acceptable and Substandard categories. NSBF assigns ratings based on numerous factors,
including credit risk scores, collateral type, loan to value ratios, industry, financial health of the business,
payment history, other internal metrics/analysis, and qualitative assessments. NSBF refreshes risk ratings as
appropriate based upon considerations such as market conditions, loan characteristics, and portfolio trends.
Refer to “Business — Ongoing Relationships with Portfolio Companies — Managerial Assistance,
Monitoring” for a description of our risk rating system. Typically, the debt in which NSBF invest is not
initially rated by any rating agency; however, we believe that if such investments were rated, they would be
below investment grade. Below investment grade securities, which are often referred to as “high yield” or
“junk,” have predominantly speculative characteristics with respect to the issuer’s capacity to pay interest and
repay principal. See “Risk Factors — Risks Related to Our Investments Generally — An investment strategy
focused primarily on smaller privately held companies involves a high degree of risk and presents certain
challenges, including the lack of available information about these companies, a dependence on the talents
and efforts of only a few key portfolio company personnel and a greater vulnerability to economic
downturns” in this prospectus.




Receivables Financing, Inventory Financing and SBA 504 Lending

The business finance platform also includes NBC and NBL, both controlled portfolio companies. NBC
provides receivables financing, inventory financing and health care receivables financing, and management
services to SMBs, which may obtain $10,000 to $2,000,000 per month through the sale of their trade
receivables or the financing of their inventories. In addition, NBL funds SBA 504 loans, which provide
financing for the acquisition of fixed assets such as real estate or equipment.

Non-Conforming Commercial Lending

On November 27, 2018, the Company’s wholly-owned affiliate, Newtek Commercial Lending, Inc.,
and a wholly-owned affiliate of BlackRock TCP Capital Corp. (“BlackRock TCP”), Conventional Lending
TCP Holdings LLC, entered into a joint venture, Newtek Conventional Lending, LLC (the “JV”), governed
by the Limited Liability Company Agreement for the JV. The Company and BlackRock TCP each committed
to contribute an equal share of equity funding to the JV and each will have equal voting rights on all material
matters. The JV intends to deploy capital over the course of time with additional leverage supported by a
warehouse line of credit. The intended purpose of the JV will be to originate commercial loans to middle-
market companies as well as small businesses. Additionally, on April 29, 2019, the JV closed a $100 million
senior-secured revolving credit facility, with a $100 million accordion feature, with Deutsche Bank.

Third Party Loan Servicing

SBL, a wholly owned, controlled portfolio company, engages in third-party loan servicing for SBA and
non-SBA loans and provides lending institutions with outsourced solutions for the entire SBA lending
process, including credit analysis, structuring and eligibility, packaging, closing compliance and servicing.

Controlled Portfolio Companies

In addition to our debt investments in portfolio companies, either directly or through our business
finance platform, we also hold controlling interests in certain portfolio companies that, as of March 31, 2019,
represented approximately 31% of our total investment portfolio. Specifically, we hold controlling interests in
NMS, Mobil Money, NTS, SBL, NBC, NPS, NBL, NIA, IPM and SIDCO. We refer to these entities (among
others), collectively, as our “controlled portfolio companies.” Our controlled portfolio companies provide us
with an extensive network of business relationships that supplement our referral sources and that we believe
will help us to maintain a robust pipeline of lending opportunities and expand our business finance platform.

Neither the controlled portfolio companies nor their operating revenues are consolidated in our
financial reporting. The revenues that our controlled portfolio companies generate, after deducting operating
expenses, may be distributed to us. As a BDC, our Board will determine quarterly the fair value of our
controlled portfolio companies in a similar manner as our other investments. In particular, our investments in
our controlled portfolio companies are valued using a valuation methodology that incorporates both the
market approach (guideline public company method) and the income approach (discounted cash flow
analysis). In following these approaches, factors that we may take into account in determining the fair value
of our investments include, as relevant: available current market data, including relevant and applicable
market trading comparables, the portfolio company’s earnings and discounted cash flows of forecasted future
earnings, comparisons of financial ratios of peer companies that are public, and enterprise values, among
other factors. In addition, the Company has engaged third party valuation firms to provide valuation
consulting services for the valuation of certain of our controlled portfolio companies. See “Critical
Accounting and Estimates — Fair Value Measurement.”

Certified Capital Companies (Capcos)

Certified capital companies, or “Capcos,” are companies that Newtek created pursuant to state-
sponsored programs, which were designed to encourage investment in small and new businesses and to create
economic activity and jobs in designated geographic areas. See “Business — Organizational Overview —
Certified Capital Companies (Capcos).”

Historically, our Capcos invested in SMBs and generated interest income, investment returns, non-cash
income from tax credits, and non-cash expenses (i.e., interest, insurance, and cash management fees and
expenses). We have




de-emphasized our Capco business in favor of growing our controlled portfolio companies and do not
anticipate creating any new Capcos. We continue to invest in and lend to SMBs through our existing Capcos
and intend to continue to meet the goals of the Capco programs.

As the Capcos reach 100% investment we will seek to de-certify them as Capcos and liquidate their
remaining assets, which will reduce their operational costs (particularly compliance costs). Eleven of our
original sixteen Capcos have reached this stage and have been de-certified and liquidated. See “Risk Factors
— Risks Relating to Our Capco Business.”

Newtek® Branding

We have developed our branded line of products and services to offer a full-service suite of business
and financial solutions for the U.S. SMB market. Newtek reaches potential customers through its integrated
multi-channel approach featuring direct, indirect and direct outbound solicitation efforts. We continue to
utilize and grow our primary marketing channel of strategic alliance partners as well as a direct marketing
strategy to SMB relationships through our “go to market” brand, Your Business Solutions Company®.
Through a television advertising campaign built around this brand, and our web presence,
www.newtekone.com, we believe we are establishing ourselves as a preferred “go-to” provider for SMB
financing and the solutions offered by our controlled portfolio companies. In addition, we supplement these
efforts with extensive efforts to present Newtek® as the authority on small businesses and Your Business
Solutions Company®.

We market services through referrals from our strategic alliance partners (using our patented
NewTracker® referral management system) as well as direct referrals from our web presence,
www.newtekone.com. Our NewTracker® referral system has a software application patent covering the
systems and methods for tracking, reporting and performing processing activities and transactions in
association with referral data and related information for a variety of product and service offerings in a
business-to-business environment. The NewTracker® system provides for transparency between Newtek and
referring parties and has been material in our ability to obtain referrals from a wide variety of sources. This
patented system allows us and our alliance partners to review in real time the status of any referral as well as
to provide real time compliance oversight by the respective alliance partner, which we believe creates
confidence among the referred business client, the referring alliance partner and us. We own the NewTracker®
patent, as well as all trademarks and other patented intellectual property used by us and our controlled
portfolio companies.

Additional referrals are obtained from individual professionals in geographic markets that have signed
up to provide referrals and earn commissions through our BizExec and TechExec Programs. Our BizExecs
and TechExecs are traditionally information technology professionals, CPAs, independent insurance agents
and sales and/or marketing professionals. In addition, electronic payment processing services are marketed
through independent sales agents, and web technology and eCommerce services are marketed through
internet-based marketing and third-party resellers. A common thread across all business lines of our
controlled portfolio companies relates to acquiring customers at low cost and making strategic alliances
primarily where we pay fees only for successful referrals. We seek to bundle our marketing efforts through
our brand, our portal, our patented NewTracker® referral system, our web presence as Your Business
Solutions Company® and one easy entry point of contact. We expect that this approach will allow us to
continue to cross-sell the financing solutions of our business finance platform to customers of our controlled
portfolio companies and build upon our extensive deal sourcing infrastructure. The compensation which we
pay for referrals is consistent with industry practices.

Senior Lending Team and Executive Committee

The key members of our senior lending team (the “Senior Lending Team”), most of who have worked
together for more than ten years each have over 25 years of experience in finance-related fields. These
investment professionals have worked together to screen opportunities, underwrite new investments and
manage a portfolio of investments in SMBs through two recessions, a credit crunch, the dot-com boom and
bust and a historic, leverage-fueled asset valuation bubble. Each member brings a complementary component
to a team well-rounded in finance, accounting, operations, strategy, business law and executive management.

Because we are internally managed by our Executive Committee, which includes Barry Sloane, Peter
Downs, Christopher Towers and Michael A. Schwartz, under the supervision of our Board, and do not depend
on a third-party investment advisor, we do not pay investment advisory fees and all of our income is available

to pay




our operating costs and to make distributions to our stockholders. While our portfolio companies are
independently managed, our Executive Committee also oversees our controlled portfolio companies and, to
the extent that we may make additional equity investments in the future, the Executive Committee will also
have primary responsibility for the identification, screening, review and completion of such investments. We
do not expect to focus our resources on investing in additional stand-alone equity investments, but may elect
to do so from time to time on an opportunistic basis, if such opportunities arise. Messrs. Sloane and Downs
have been involved together in the structuring and management of equity investments for the past sixteen
years.

Market Opportunity

We believe that the limited amount of capital and financial products available to SMBs, coupled with
the desire of these companies for flexible and partnership-oriented sources of capital and other financial
products, creates an attractive investment environment for us to further expand our business finance platform
and overall brand. We believe the following factors will continue to provide us with opportunities to grow
and deliver attractive returns to stockholders.

The SMB market represents a large, underserved market. We estimate the SMB market to include
over 27 million businesses in the U.S. We believe that SMBs, most of which are privately-held, are relatively
underserved by traditional capital providers such as commercial banks, finance companies, hedge funds and
collateralized loan obligation funds. Further, we believe that such companies generally possess conservative
capital structures with significant enterprise value cushions, as compared to larger companies with more
financing options. While the largest originators of SBA 7(a) loans have traditionally been regional and
national banks, from 2012 through 2018, NSBF was the largest non-bank originator of SBA 7(a) loans by
dollar lending volume and is currently the fourth largest SBA 7(a) lender in the U.S. As a result, we believe
we and our controlled portfolio companies are well positioned to provide financing to the types of SMBs that
we have historically targeted and we have the technology and infrastructure in place presently to do it cost
effectively in all 50 states and across many industries.

The increased capital requirements and other requlations placed on banks may reduce lending by
traditional large financial institutions and community banks. While many SMBs were previously able to
raise debt financing through traditional large financial institutions, we believe this approach to financing will
continue to be constrained for several years as continued implementation of U.S. and international financial
reforms, such as Basel III, phase in and rules and regulations are promulgated under the Dodd-Frank Wall
Street Reform and Consumer Protection Act. We believe that these regulations will increase capital
requirements and have the effect of further limiting the capacity of traditional financial institutions to hold
non-investment grade loans on their balance sheets. As a result, we believe that many of these financial
institutions have de-emphasized their service and product offerings to SMBs, which we believe will make a
higher volume of deal flow available to us.

Increased demand for comprehensive, business-critical SMB solutions. Increased competition and
rapid technological innovation are creating an increasingly competitive business environment that requires
SMBs to fundamentally change the way they manage critical business processes. This environment is
characterized by greater focus on increased quality, lower costs, faster turnaround and heightened regulatory
scrutiny. To make necessary changes and adequately address these needs, we believe that companies are
focusing on their core competencies and utilizing cost-effective outsourced solutions to improve productivity,
lower costs and manage operations more efficiently. Our controlled portfolio companies provide critical
business solutions such as electronic payment processing, managed IT solutions, personal and commercial
insurance services and full-service payroll and benefit solutions, receivables financing and funding of SBA
504 loans which provide financing of fixed assets such as real estate or equipment. We believe that each of
these market segments are underserved for SMBs and since we are able to provide comprehensive solutions
under one platform, we are well positioned to continue to realize growth from these product offerings.

Competitive Advantages

We believe that we are well positioned to take advantage of investment opportunities in SMBs due to
the following competitive advantages:

Internally Managed Structure and Significant Management Resources. We are internally managed
by our executive officers under the supervision of our Board and do not depend on an external investment
advisor. As a result, we do not pay investment advisory fees and all of our income is available to pay our
operating costs, which include employing investment and portfolio management professionals, and to make
distributions to our




stockholders. Our Senior Lending Team has developed what we believe to be one of the largest independent
loan origination and servicing platforms that focuses exclusively on SMBs.

Business Model Enables Attractive Risk-Weighted Return on Investment in SBA 7(a) Lending. Our
SBA 7(a) loans are structured so as to permit rapid sale of the U.S. government guaranteed portions, often
within weeks of origination, and the unguaranteed portions have been successfully securitized, usually within
a year of origination. The return of principal and premium may result in an advantageous risk-weighted return
on our original investment in each loan. We may determine to retain the government guaranteed or
unguaranteed portions of loans for longer periods pending deployment of excess capital.

State of the Art Technology. Our patented NewTracker® software enables us to board a SMB
customer, process the application or inquiry, assemble necessary documents, complete the transaction and
create a daily reporting system that is sufficiently unique as to receive a U.S. patent. This system enables us
to identify a transaction, similar to a merchandise barcode or the customer management system used by
SalesForce.com, then process a business transaction and generate internal reports used by management and
external reports for strategic referral partners. It allows our referral partners to have digital access into our
back office and follow on a real time, 24/7 basis the processing of their referred customers. This technology
has been made applicable to all of the service and product offerings we make directly or through our
controlled portfolio companies.

Established Direct Origination Platform with Extensive Deal Sourcing Infrastructure. 'We have
established a direct origination pipeline for investment opportunities without the necessity for investment
banks or brokers as well as broad marketing channels that allow for highly selective underwriting. The
combination of our Newtek® brand, our portal, our patented NewTracker® technology, and our web presence
as Your Business Solutions Company® have created an extensive deal sourcing infrastructure. Although we
pay fees for loan originations that are referred to us by our alliance partners, our investment team works
directly with the borrower to assemble and underwrite loans. We rarely invest in pre-assembled loans that are
sold by investment banks or brokers. As a result, we believe that our unique national origination platform
allows us to originate attractive credits at a low cost. During 2018 we funded $469,176,000 of SBA 7(a)
loans, based on the large volume of loan referrals we received in 2018. We anticipate that our principal source
of investment opportunities will continue to be in the same types of SMBs to which we currently provide
financing. Our Executive Committee and Senior Lending Team will also seek to leverage our extensive
network of additional referral sources, including law firms, accounting firms, financial, operational and
strategic consultants and financial institutions, with whom we have completed investments. We believe our
current infrastructure and expansive relationships will continue to enable us to review a significant amount of
high quality, direct (or non-brokered) investment opportunities.

Experienced Senior Lending Team with Proven Track Record. We believe that our Senior Lending
Team is one of the leading capital providers to SMBs. Our Senior Lending Team has expertise in managing
the SBA process and has managed a diverse portfolio of investments with a broad geographic and industry
mix. While the primary focus of NSBF is to expand its debt financing activities in SBA 7(a) loans, our Senior
Lending Team is also focused on growing our business finance platform through our controlled portfolio
companies NBC, which provides receivables financing, inventory financing and health care receivables
financing, and NBL, which funds SBA 504 loans.

Flexible, Customized Financing Solutions for Seasoned, Smaller Businesses. 'While NSBF’s
primary focus is to expand its lending by activities by providing SBA 7(a) loans to SMBs, we also seek to
offer SMBs a variety of attractive financing structures, as well as cost effective and efficient business
solutions, to meet their capital needs through our subsidiaries and controlled portfolio companies. In
particular, through our portfolio companies, we offer larger loans, between $5,000,000 and $15,000,000,
greater than loans available with the SBA guarantee, but with a higher interest rate to compensate for the
increased risk. Unlike many of our competitors, we believe we have the platform to provide a complete
package of service and financing options for SMBs, which allows for cross-selling opportunities and
improved client retention. We expect that a large portion of our capital will be loaned to companies that need
growth capital, acquisition financing or funding to recapitalize or refinance existing debt facilities. Our
lending will continue to focus on making loans to SMBs that:

. have 3 to 10 years of operational history;
. significant experience in management;
. credit worthy owners who provide a personal guarantee for our investment;




. show a strong balance sheet to collateralize our investments; and
. show sufficient cash flow to be able to service the payments on our investments comfortably.

Although we may make investments in start-up businesses, we generally seek to avoid investing in
high-risk, early-stage enterprises that are only beginning to develop their market share or build their
management and operational infrastructure with limited collateral.

Disciplined Underwriting Policies and Rigorous Portfolio Management. 'We pursue rigorous due
diligence of all prospective investments originated through our platform. Our Senior Lending Team has
developed an extensive underwriting due diligence process, which includes a review of the operational,
financial, legal and industry performance and outlook for the prospective investment, including quantitative
and qualitative stress tests, review of industry data and analysis of the creditworthiness of the borrower.
These processes continue during the portfolio monitoring process, when we will conduct field examinations,
review all compliance certificates and covenants and regularly assess the financial and business conditions
and prospects of portfolio companies. In addition, SBL is servicer for commercial, SBA 7(a) and other
government guaranteed investments whose exceptional servicing capabilities with compact timelines for loan
resolutions and dispositions has attracted various third-party portfolios to these controlled portfolio
companies.

The Offering

We may offer, from time to time, up to $300,000,000 of common stock, preferred stock, subscription
rights to purchase shares of common stock, warrants, or debt securities, on terms to be determined at the time
of each offering. We will offer our securities at prices and on terms to be set forth in one or more supplements
to this prospectus. The offering price per share of our securities, less any underwriting commissions or
discounts, generally will not be less than the net asset value per share of our securities at the time of an
offering. However, we may issue securities pursuant to this prospectus at a price per share that is less than our
net asset value per share (i) in connection with a rights offering to our existing stockholders, (ii) with the
prior approval of the majority of our common stockholders or (iii) under such other circumstances as the SEC
may permit. Any such issuance of shares of our common stock below net asset value may be dilutive to the
net asset value of our common stock. See “Risk Factors — Risks Relating to Offerings Pursuant to this
Prospectus”.

Our securities may be offered directly to one or more purchasers, or through agents designated from
time to time by us, or to or through underwriters or dealers. The prospectus supplement relating to an offering
will identify any agents or underwriters involved in the sale of our securities, and will disclose any applicable
purchase price, fee, commission, or discount arrangement between us and our agents or underwriters or
among our underwriters or the basis upon which such amount may be calculated. See “Plan of Distribution”.
We may not sell any of our securities through agents, underwriters or dealers without delivery of this
prospectus and a prospectus supplement describing the method and terms of the offering of securities.

Set forth below is additional information regarding offerings of securities pursuant to this prospectus:

Use of Proceeds Unless otherwise specified in a prospectus supplement, we plan to use the net
proceeds from the sale of our securities for funding investments in debt and equity
securities in accordance with our investment objective and strategies described in
this prospectus. Additionally, we may use net proceeds for general corporate
purposes, which include funding investments, repaying any outstanding
indebtedness, acquisitions, and other general corporate purposes. The supplement
to this prospectus relating to an offering will more fully identify the use of proceeds
from such offering. See “Use of Proceeds”.

Distributions We intend to pay quarterly distributions to our stockholders out of assets legally
available for distribution. The quarterly distributions, if any, will be determined by
our Board. The distributions we pay to our stockholders in a year may exceed our
taxable income for that year and, accordingly, a portion of such distributions may
constitute a return of capital for U.S. federal income tax purposes. The specific tax
characteristics of our distributions will be reported to stockholders after the end of
the calendar year. See “Price Range Of Common Stock And Distributions.”




Taxation

Leverage

Trading

Dividend
Reinvestment Plan

We have elected to be treated for U.S. federal income tax purposes, beginning with
our 2015 tax year, and intend to qualify annually, as a RIC under Subchapter M of
the Code. As a RIC, we generally will not have to pay corporate-level federal
income taxes on any ordinary income or capital gains that we distribute to our
stockholders. To maintain our RIC tax treatment, we must meet specified source-of-
income and asset diversification requirements and distribute annually at least 90%
of our ordinary income and realized net short-term capital gains in excess of
realized net long-term capital losses, if any (the “Annual Distribution
Requirement”). See “Price Range Of Common Stock And Distributions” and
“Certain U.S. Federal Income Tax Considerations.”

As of July 1, 2019, we had an aggregate of $374.1 million of debt outstanding,
including $94.6 million outstanding under our $150.0 million credit facility with
Capital One (the “Credit Facility”), securitization notes payable of $190.6 million,
$8.3 million of Notes due 2022, $57.5 million of Notes due 2023 and $23.1 million
of notes payable to one of our controlled portfolio companies. We may seek
additional forms of leverage and borrow funds to make investments, including
before we have fully invested the proceeds of this offering. As a result, we will be
exposed to the risks of leverage, which may be considered a speculative investment
technique. The use of leverage magnifies the potential for loss on amounts invested
and therefore increases the risks associated with investing in our securities. The
costs associated with our borrowings are borne by our common stockholders. See
“Risk Factors.”

Recent legislation has modified the 1940 Act by allowing a BDC to increase the
maximum amount of leverage it may incur from an asset coverage ratio of 200% to
an asset coverage ratio of 150%, if certain requirements are met. Pursuant to such
legislation, on July 26, 2018, our stockholders approved a proposal to reduce our
asset coverage ratio from 200% to 150%, effective July 27, 2018. As a result of our
stockholders’ approval of the 150% asset coverage ratio, we may incur twice as
much leverage as were permitted to incur under our previous 200% asset coverage
limitation. We also are required to make certain disclosures on our website and in
SEC filings regarding, among other things, the receipt of approval to increase our
leverage, our leverage capacity and usage, and risks related to leverage. See
“Regulation.”

Our common stock trades on the Nasdaq Global Market under the symbol
“NEWT.” Shares of closed-end investment companies, including BDCs, frequently
trade at a discount to their net asset value. The risk that our shares may trade at a
discount to our net asset value is separate and distinct from the risk that our net
asset value per share may decline. We cannot predict whether our shares will trade
above, at or below net asset value. As of July 1, 2019, our common stock closed at
a 48.7% premium to our net asset value of $15.31 per share as of March 31, 2019.

We have adopted an “opt out” dividend reinvestment plan. If your shares of
common stock are registered in your own name, your distributions will
automatically be reinvested under our dividend reinvestment plan in additional
whole and fractional shares of common stock, unless you “opt out” of our dividend
reinvestment plan so as to receive cash dividends by delivering a written notice to
our dividend paying agent. If your shares are held in the name of a broker or other
nominee, you should contact the broker or nominee for details regarding opting out
of our dividend reinvestment plan. Stockholders who receive distributions in the
form of stock will be subject to the same federal, state, and local tax consequences
as stockholders who elect to receive their distributions in cash. See “Dividend
Reinvestment Plan.”




Summary Risk Factors

The value of our assets, as well as the market price of our shares, will fluctuate. Our investments may
be risky, and you may lose all or part of your investment in us. Investing in Newtek involves other risks,
including (among others) the following:

Our investment portfolio is recorded at fair value, with our Board having final responsibility for
overseeing, reviewing and approving, in good faith, its estimate of fair value and, as a result,
there is uncertainty as to the value of our portfolio investments.

Any unrealized depreciation in our portfolio could be an indication of a portfolio company’s
inability to meet its repayment obligations to us with respect to affected loans or a potential
impairment of the value of affected equity investments. This could result in realized losses in the
future and ultimately in reductions of our income and gains available for distribution in future
periods.

We have generally sold the guaranteed portion of SBA loans in the secondary market, with such
sales having resulted in our earning premiums and creating a stream of servicing income. There
can be no assurance that we will be able to continue originating these loans, or that a secondary
market will exist for, or that we will continue to realize premiums upon the sale of the guaranteed
portions of the SBA 7(a) loans.

We are dependent upon our Senior Lending Team and our Executive Committee for our future
success, and if we are unable to hire and retain qualified personnel or if we lose any member of
our Senior Lending Team or our Executive Committee our ability to achieve our investment
objective could be significantly harmed.

If we are unable to source investments effectively, we may be unable to achieve our investment
objective.

Any failure on our part to maintain our status as a BDC would reduce our operating flexibility.

Because we borrow money, the potential for loss on amounts invested in us is magnified and may
increase the risk of investing in us.

We may experience fluctuations in our quarterly and annual results.

We will be subject to corporate-level income tax if we are unable to maintain our qualification as
a RIC or are unable to make the distributions required to maintain RIC tax treatment.

‘We may not be able to pay distributions to our stockholders, our distributions may not grow over
time and a portion of our distributions may be a return of capital.

Changes in laws or regulations governing our operations may adversely affect our business or
cause us to alter our business strategy.

NSBE, our wholly-owned subsidiary, is subject to regulation by the SBA.
We have specific risks associated with SBA loans.

If we cannot obtain additional capital because of either regulatory or market price constraints, we
could be forced to curtail or cease our new lending and investment activities, our net asset value
could decrease and our level of distributions and liquidity could be affected adversely.

Capital markets may experience periods of disruption and instability and we cannot predict when
these conditions will occur. Such market conditions could materially and adversely affect debt
and equity capital markets in the United States and abroad, which could have a negative impact
on our business, financial condition and results of operations.

Our investments are very risky and highly speculative.
Economic recessions could impair our portfolio companies and harm our operating results.

The lack of liquidity in our investments may adversely affect our business.
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. We are a non-diversified investment company within the meaning of the 1940 Act, and therefore
we may invest a significant portion of our assets in a relatively small number of issuers, which
subjects us to a risk of significant loss if any of these issuers defaults on its obligations under any
of its debt instruments or as a result of a downturn in the particular industry.

. Defaults by our portfolio companies will harm our operating results.

. Prepayments of our debt investments by our portfolio companies could adversely impact our
results of operations and reduce our return on equity.

. If the assets securing the loans that we make decrease in value, then we may lack sufficient
collateral to cover losses.

. Our portfolio companies may, from time to time, be involved in various legal matters. See “Legal
Proceedings — Portfolio Companies” on page 45.

. Stockholders may incur dilution if we sell shares of our common stock in one or more offerings at
prices below the then current net asset value per share of our common stock or issue securities to
subscribe to, convert to or purchase shares of our common stock.

. Because we have received the approval of our stockholders, we are subject to 150% asset
coverage beginning after July 26, 2018.

See “Risk Factors” beginning on page 19, and the other information included in this prospectus, for
additional discussion of factors you should carefully consider before deciding to invest in our securities.

Recent Developments

Banc-serv Update

On March 22, 2019, the Company learned that five former employees of its portfolio company ADR
Partners, LLC dba banc-serv Partners, LLC (“banc-serv”), were taken into custody in connection with the
previously disclosed federal investigation of pre-acquisition conduct of certain former banc-serv employees.
As previously disclosed, subsequent to the Company closing on its $5.4 million investment in banc-serv,
banc-serv was served with a search warrant by the Federal Bureau of Investigation at banc-serv offices in
Westfield, Indiana. Banc-serv has cooperated fully with the authorities during the investigation. As of
December 31, 2018, the fair valuation of banc-serv was $0.00 and presently, banc-serv has no employees.
Beginning in 2018, banc-serv’s customers were provided with the opportunity of contracting the services of
another lender service provider portfolio company of the Company. As of March 15, 2019, the majority of
banc-serv’s active customers had availed themselves of this option. While the outcome of this situation
cannot at this time be predicted with certainty, the Company does not expect that the matter will materially
affect the Company’s financial condition or results of operations.

Appointment of Chief Accounting Officer

On April 15, 2019, the Board appointed Christopher Towers as the Company’s Chief Accounting
Officer, to be effective as of May 3, 2019. The position of Chief Accounting Officer was previously held by
Jennifer C. Eddelson, who, on April 12, 2019, resigned from the Company effective May 3, 2019. Mr.
Towers, age 33, has served as Vice President of Financial Reporting of the Company since September 2014,
with principal responsibility for financial reporting and the development and implementation of the
Company’s accounting policies and practices. Mr. Towers is a NYS certified public accountant and
previously worked in the corporate reporting group of Pall Corporation from January 2014 to September
2014 and practiced as a CPA for six years with PwC from April 2012 to January 2014 and CohnReznick, LLP
(formerly J.H. Cohn, LLP) from October 2008 to March 2012, primarily in the audit of public and private
entities. Mr. Towers is a member of the NYS Society of CPAs and the AICPA. Mr. Towers: (i) was not
appointed as the Company’s Chief Accounting Officer pursuant to any arrangement or understanding with
any other person; (ii) does not have a family relationship with any of the Company’s directors or other
executive officers; (iii) has not engaged, since the beginning of the Company’s last fiscal year, nor proposes
to engage, in any transaction in which the Company was or is a participant; and (iv) has not entered into, nor
expects to enter into, any material plan, contract, arrangement, grant or award in connection with his
appointment as the Company’s Chief Accounting Officer.
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Charter Amendment

On June 3, 2019, the Board approved, and has recommended that our shareholders approve, an
amendment (the “Charter Amendment”) to the Company’s Articles of Amendment and Restatement (the
“Charter”). The Charter Amendment would allow shareholders to amend the Company’s bylaws (the
“Bylaws”) by the affirmative vote of the holders of a majority of all votes entitled to be cast. We expect to
hold a special meeting of shareholders to allow shareholders to vote on the Charter Amendment in August of
2019. A similar proposal submitted for shareholder approval at the July 26, 2018 special meeting of
shareholders failed to obtain shareholder approval. If shareholders approve the Charter Amendment, the
Board has authorized us to make conforming amendments to the Bylaws. The existing Charter will remain in
effect unless and until shareholders approve the Amendment.

Results of the Annual Meeting of Shareholders

On June 14, 2019, we held our Annual Meeting of Shareholders (the “Annual Meeting”). The proposals
considered at the Annual Meeting are described in detail in the Company’s definitive proxy statement for the
Annual Meeting as filed with the Securities and Exchange Commission on April 30, 2019 (the “Annual
Meeting Proxy”). At the Annual Meeting, our shareholders approved Proposals I and 11, as described in the
Annual Meeting Proxy, and provided an advisory vote with respect to Proposal III.

A total of 16,962,194 shares of the Company’s common stock were present or represented by proxy at
the meeting. The tabulation of votes was:

Proposal I: To elect one director of the Company, to serve on the Board of Directors until the
Company’s Annual Meeting of Shareholders in 2022 and until his successor is duly elected and qualified:

Director Votes For Votes Withheld
Gregory Zink 6,338,604 108,920

Proposal II: To ratify the selection of RSM US LLP as the Company’s independent registered
accounting firm (independent auditors) for the fiscal year ended December 31, 2019:

Votes For Votes Against Abstentions
16,656,886 191,835 113,473

Proposal III: An advisory vote on the compensation of the Company’s named executive officers:

Votes For Votes Against Abstentions
5,914,812 357,815 174,897

Extension of Stock Repurchase Program

On June 21, 2019, the Company announced the Board approved extending its current repurchase program
under which the Company may repurchase up to 300,000 shares of the Company’s common stock, par value
$0.02 per share, through open market purchases, including block purchases, in such manner as will comply
with the provisions of the Investment Company Act of 1940 and the Securities Exchange Act of 1934, as
amended. Unless extended or terminated by the Board, the Company expects the termination date for the
repurchase plan will be on December 18, 2019. To date, no repurchases have been made under the current
repurchase program.

Credit Facility Amendment

On June 24, 2019, Newtek Small Business Finance, LLC (“NSBF”), one of our subsidiaries, entered
into Omnibus Amendment No. 2 to Loan Documents (the “Amendment”), with Capital One, National
Association (“Capital One”) and UBS Bank USA (“UBS”) as Lenders (in such capacity, collectively the
“Lenders”), and Capital One as Administrative Agent, pursuant to which UBS increased its maximum
commitment under the credit facility from $25,000,000 to $75,000,000, thereby increasing the aggregate
maximum amount of all Lenders under the credit facility from $100,000,000 to $150,000,000 (the “Amended
Credit Facility”).
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General Information

Our principal executive offices are located at 1981 Marcus Avenue, Suite 130, Lake Success, NY
11042, our telephone number is (212) 356-9500 and our website may be found at
http://www.NewtekOne.com. Information contained in our website is not incorporated by reference into this
prospectus, and you should not consider that information to be part of this prospectus.

We are required to file periodic reports, current reports, proxy statements and other information with
the SEC. This information is available on the SEC’s website at http://www.sec.gov. This information is also
available free of charge by contacting us at Newtek Business Services Corp., 1981 Marcus Avenue, Suite
130, Lake Success, NY 11042, by telephone at (212) 356-9500 or on our website at
http://www.NewtekOne.com. Information contained on our website or on the SEC’s website about us is not
incorporated into this prospectus and you should not consider information contained on our website or on the
SEC’s website to be part of this prospectus, or the registration statement of which this prospectus is a part.

FEES AND EXPENSES

The following table is intended to assist you in understanding the costs and expenses that you will bear
directly or indirectly. We caution you that many of the percentages indicated in the table below are estimates
and may vary. Except where the context suggests otherwise, whenever this prospectus contains a reference to
fees or expenses paid by “you,” “us” or “Newtek,” or that “we” will pay fees or expenses, the Company will
pay such fees and expenses out of our net assets and, consequently, you will indirectly bear such fees or
expenses as an investor in Newtek Business Services Corp. However you will not be required to deliver any
money or otherwise bear personal liability or responsibility for such fees or expenses.

Stockholder transaction expenses:

Sales load (as a percentage of offering price) —%W
Offering expenses borne by us (as a percentage of offering price) —%®@
Dividend reinvestment plan fees $ 15.00®
Total stockholder transaction expenses (as a percentage of offering price)® —%

Annual expenses (as a percentage of net assets attributable to common stock)®:

Operating expenses 14.71%©
Interest payments on borrowed funds 6.86%
Other expenses 0.03%®
Acquired funds fees and expenses None®

Total annual expenses 21.60%"9

(1) Inthe event that the securities to which this prospectus relates are sold to or through underwriters, a corresponding
prospectus supplement will disclose the applicable sales load and the example will be updated accordingly.

(2)  The prospectus supplement corresponding to each offering will disclose the applicable estimated amounts of
offering expenses of the offering and offering expenses borne by us as a percentage of the offering price.

(3)  The expenses of the dividend reinvestment plan are included in “other expenses.” The plan administrator’s fees
will be paid by us. There will be no brokerage charges or other charges to stockholders who participate in the plan
except that, if a participant elects by written notice to the plan administrator to have the plan administrator sell part
or all of the shares held by the plan administrator in the participant’s account and remit the proceeds to the
participant, the plan administrator is authorized to deduct a $15.00 transaction fee plus a $0.10 per share brokerage
commission from the proceeds. For additional information, see “Distribution Reinvestment Plan.”

(4) Total stockholder transaction expenses may include sales load and will be disclosed in a future prospectus
supplement, if any.

(5)  The annualized expenses are based on our annualized expenses and net asset value as of March 31, 2019.

(6)  “Operating expenses” represents an estimate of our annual operating expense. We do not have an investment
advisor. We are internally managed by our executive officers under the supervision of our Board. As a result, we do
not pay investment advisory fees. Instead we pay the operating costs associated with employing investment
management professionals.

(7)  We may borrow funds from time to time to make investments to the extent that the economic situation is conducive
to doing so. “Interest Payments on Borrowed Funds” represents estimated interest and fee payments on borrowed
funds by estimating our annualized interest, fees and other debt-related expenses incurred for the year ended
December 31, 2019, including our bank notes payable, Notes due 2022, Notes due 2023, related party notes
payable and securitization notes payable.
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(8)  “Other expenses” consist of estimated transfer agent expenses related to our dividend reinvestment plan.

(9)  We have no current intention to invest in the securities of other investment companies. However, we are permitted
to make such investments in limited circumstances under the 1940 Act. If we were to make such investments, we
would incur fees and our stockholders would pay two levels of fees. As we have no current expectation of making
any such investments, any estimate of the amount of such fees would be highly speculative.

(10) The holders of shares of our common stock indirectly bear the cost associated with our annual expenses.

Example

The following example demonstrates the projected dollar amount of total cumulative expenses that
would be incurred over various periods with respect to a hypothetical investment in our common stock. In
calculating the following expense amounts, we have assumed that our annual operating expenses would
remain at the levels set forth in the table above.

1 Year 3 Years 5 Years 10 Years

You would pay the following expenses on a $1,000 investment,
assuming a 5% annual return $ 227 $ 715 $ 1,253 $§ 2,852

The example and the expenses in the tables above should not be considered a representation of
our future expenses, and actual expenses may be greater or less than those shown. While the example
assumes, as required by the SEC, a 5% annual return, our performance will vary and may result in a return
greater or less than 5%. Further, while the example assumes reinvestment of all dividends and distributions at
net asset value, participants in our dividend reinvestment plan will receive a number of shares of our common
stock, generally determined by dividing the total dollar amount of the dividend payable to a participant by the
market price per share of our common stock at the close of trading on the dividend payment date, which may
be at, above or below net asset value. See “Dividend Reinvestment Plan” for additional information regarding
our dividend reinvestment plan.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following selected statements of operations and balance sheet data have been derived from the
audited financial statements for each of the five years ended December 31, 2018. The Consolidated Financial
Statements for the years ended December 31, 2018, December 31, 2017, December 31, 2016, December 31,
2015, the period from November 12, 2014 to December 31, 2014, and the period from January 1, 2014 to
November 11, 2014 have been audited by RSM US LLP. The selected financial data set forth below should be
read in conjunction with, and is qualified by reference to, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and our Consolidated Financial Statements, including the
Notes thereto. The selected financial and other data for the three months ended March 31, 2019 and March
31, 2018 and other quarterly financial information is derived from our unaudited financial statements, but in
the opinion of management, reflects all adjustments (consisting only of normal recurring adjustments) that are
necessary to present fairly the results of such interim periods. Interim results as of and for the three months
ended March 31, 2019 are not necessarily indicative of the results that may be expected for the year ending
December 31, 2019.

Prior to
becoming a
Business
Development
As a Business Development Company Company
Three
Three Months  Months November 12, January 1,
Ended Ended 2014 to 2014 to
Statement of Operations March 31, March 31, December 31, November 11,
Data: 2019 2018 2018 2017 2016 2015 2014 2014
Investment income $ 13,764 $ 11,068 $ 49,515 $ 38,914 $ 30,965 $ 26,070 $ 1,976 $ —
Operating revenues — — — — — — 131,847
Expenses 14,750 13,841 57,003 46,795 40,225 32,255 4,305 121,036
Net investment loss (986) (2,773) (7,488) (7,881) (9,260) (6,185) (2,523) —
Net increase in net assets
resulting from
operations 9,083 8,112 35,678 38,976 27,305 35,736 681 —
Net income — — — — — — — 3,208
Net realized and
unrealized gains
(losses) 10,069 10,885 43,166 46,857 36,565 41,921 3,204 (3,668)

Per Share Data:

Net investment loss $ (.05 $ (015 $ (040) $ (045 $ (064 $ (057) $ (033) $ =

Net increase in net assets
resulting from

operations $ 0.48 $ 044 $ 191 $ 225 $ 1.88 $ 332 $ 0.09
Basic earnings per share  $ —  $ — — — 3 — % — 3 — 3 0.45
Diluted earnings per

share $ — — 3 — 8 — 3 — 3 — 3 — 3 0.45
Dividends declared $ 040 $ 040 $ 180 $ 164 $ 153 $ 445 § — 3 =
Balance Sheet Data (at

end of period):
Investments, at fair value $ 557,658 $470,230  $541,096  $456,689 $345,224 $266,874 $233,462 $ N/A
Total assets $681,734 $559,899  $653,341  $519,611 $401,450 $352,430 $301,832 $ N/A
Total debt $ 352,702 $250,832  $331,630  $221,007 $176,019 $131,761 $122,543 $ N/A
Total liabilities $ 389,728 $280,627  $365,896  $241,282 $192,356 $148,481 $135,414 $ N/A
Total net assets $292,006 $279,272  $287,445  $278,329 $209,094 $203,949 $166,418 $ N/A
Common shares

outstanding at end of

period 19,073 18,561 18,919 18,457 14,624 14,509 10,206 N/A
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For the quarter ended
(In Thousands, except per share data)

March 31,
2019 2019
Total investment income $ 13,764
Net investment loss $ (986)
Net increase in net assets resulting from
operations $ 9,083
Net increase in net assets resulting from
operations per share $ 0.48
For the quarter ended
(In Thousands, except per share data)
March 31, June 30, September 30, December 31,
2018 2018 2018 2018 2018
Total investment income $ 11,068 $ 11,404 $ 12,385 $ 14,658
Net investment loss $ 2,773) $ (2,134) $ (1,446) $ (1,135)
Net increase in net assets resulting from
operations $ 8,112 $ 7,621 $ 12,384  $ 7,561
Net increase in net assets resulting from
operations per share $ 044 % 041 % 066 $ 0.40
For the quarter ended
(In Thousands, except per share data)
March 31, June 30, September 30, December 31,
2017 2017 2017 2017 2017
Total investment income $ 8,993 % 9,904 $ 9,601 $ 10,416
Net investment loss $ (2,094) $ (1,680) $ (1,192) $ (2,915)
Net increase in net assets resulting from
operations $ 5904 $ 6,930 $ 8,077 $ 18,065
Net increase in net assets resulting from
operations per share $ 036 $ 040 $ 046 $ 1.00

For the quarter ended
(In Thousands, except per share data)

March 31, June 30, September 30, December 31,

2016 2016 2016 2016 2016
Total investment income $ 6,794 $ 7223 $ 7,851 $ 9,097
Net investment loss $ (1,380) $ (4,081) $ (2,125) $ (1,674)
Net increase in net assets resulting from

operations $ 5,604 $ 5372 % 10,040 $ 6,289
Net increase in net assets resulting from

operations per share $ 039 $ 037 $ 069 $ 0.43
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FINANCIAL HIGHLIGHTS

The financial highlights for the Company are as follows:

Three Three
Months Months November 12,
Ended Ended 2014 through
March 31, March 31, December 31, December 31, December 31, December 31, December 31,
2019 2018 2018 2017 2016 2015 2014
Per share data®
Net asset value at beginning of period ~ $ 15.19 $ 15.08 $ 15.08 $ 1430 $ 14.06 $ 1631 $ 1349
Net investment loss (0.05) (0.15) (0.40) (0.45) (0.64) (0.57) (0.33)
Net realized gain on investments 0.49 0.54 231 2.27 217 3.14 0.08
Net unrealized appreciation
(depreciation) on investments 0.04 0.10 0.36 0.75 0.85 0.94 0.36
Net unrealized depreciation on
servicing assets (0.03) (0.03) (0.30) (0.20) (0.16) (0.13) (0.02)
Change in provision for deferred
taxes 0.03 (0.02) (0.06) 0.12) (0.34) (0.06) =
Net increase in net assets resulting
from operations 0.48 0.44 1.91 2.25 1.88 3.32 0.09
Distributions to common stockholders (0.40) (0.40) (1.80) (1.64) (1.53) (4.45) —
Stock-based compensation expense 0.01 — 0.02 0.05 0.04 — —
Consolidation of Exponential
Business
Development Co., Inc. — — — — (0.03) — —
Reversal of deferred tax asset — — — — — (0.19) —
Out of period adjusted related to
BDC Conversion — — — — — (0.06) —
Exponential of New York LLC
distributions to members — — — — — (0.25) —
Accretive effect of stock offerings
(issuing shares above NAV per
share) 0.03 — 0.04 0.02 — 243 2.73
Accretive effect of shares issued in
connection
with investments (issuing shares
above
NAV per share) — — — 0.01 — — —
Accretive effect of shares issued in
connection
with DRIP (issuing shares above
NAV per share) — — 0.01 — — — —
Dilutive effect of special dividend — — — — — (3.07) —
Dilutive effect of restricted stock
awards (0.01) (0.08) (0.08) — (0.11) — —
Other"” 0.01 0.01 0.01 0.09 (0.01) 0.02 —
Net asset value at end of period $ 15.31 $ 15.05 $ 15.19 $ 15.08 $ 14.30 $ 14.06 $ 16.31
Per share market value at end
of period $ 19.64 $ 18.07 $ 1744 $ 1849 $ 15.90 $ 1432 $ 1476
Total return based on market value® 10.32% 0.11)% 4.06% 26.60% 24.51% 24.46% 13.10%
Total return based on average net
asset value®” 3.42% 2.45% 12.67% 16.92% 12.59% 13.52% 20.87%
Shares outstanding at end of period
(in thousands) 19,073 18,561 18,919 18,457 14,624 14,509 10,206
Ratios/Supplemental Data:
Net assets at end of period $ 292,006 $ 279,272 $287,445 $278,329 $209,094 $203,949 $ 166,418
Ratio of expenses to average
net assets 20.36% 19.86%" 20.15% 19.20% 19.48% 17.42% 20.46%
Ratio of net investment loss to
average net assets (1.36)%® (3.98)%" (2.65)% (3.23)% (4.48)% (3.34)% (11.99)%
Portfolio turnover 25.58% 26.25% 130.41% 116.38% 109.6% 103.5% 5.08%
Average debt outstanding $ 347,787 $ 238,536 $279,254 $193,747 $151,502 $128,680 $ 108,483
Average debt outstanding per share $ 18.23 $ 12.85 $ 1476 $ 10.50 $ 10.36 $ 887 $ 1063
Asset coverage ratio” 182% 209% 185% 229% 222% 249% 223%

(1) Based on actual number of shares outstanding at the end of the corresponding period or the weighted average
shares outstanding for the period, unless otherwise noted, as appropriate.
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Assumes dividends are reinvested.

Total return based on average net asset value was calculated using the sum of ending net asset value plus dividends
to stockholders during the period, divided by the beginning net asset value.

Includes the impact of the different share amounts as a result of calculating certain per share data based on
weighted average shares outstanding during the period and certain per share data based on shares outstanding as of
a period end or transaction date.

Calculated based on $358,073,000, $256,065,000, $337,501,000, $221,007,000, $171,244,000, $134,816,000, and
$122,543,000 of senior securities outstanding at March 31, 2019, March 31, 2018, December 31, 2018, 2017,
2016, 2015, and 2014, respectively.

Annualized for the three months ended March 31, 2019.

Annualized for the three months ended March 31, 2018.
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RISK FACTORS

You should carefully consider the risk factors described below and under the caption “Risk Factors” in
any accompanying prospectus supplement, free writing prospectus, or documents incorporated by reference into
this prospectus, together with all of the other information included in this prospectus, any accompanying
prospectus supplement, free writing prospectus, or other documents incorporated by reference into this
prospectus, including our consolidated financial statements and the related notes thereto, before you decide
whether to make an investment in our securities. The risks set out below are not the only risks we face.
Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial also
may materially adversely affect our business, financial condition and/or operating results. If any of the
following events occur, our business, financial condition and results of operations could be materially adversely
dffected. In such case, our net asset value and the trading price of our common stock could decline, and you
may lose all or part of your investment.

RISKS RELATED TO OUR BUSINESS AND STRUCTURE

Our investment portfolio is recorded at fair value, with our Board having final responsibility for overseeing,
reviewing and approving, in good faith, its estimate of fair value and, as a result, there is uncertainty as to
the value of our portfolio investments.

Under the 1940 Act, we are required to carry our portfolio investments at market value or, if there is no
readily available market value, at fair value as determined by us, with our Board having final responsibility for
overseeing, reviewing and approving, in good faith, our estimate of fair value. Typically, there is not a public
market for the securities of the privately held companies in which we invest. As a result, we value these
securities annually and quarterly at fair value based on various inputs, including management, third-party
valuation firms and our audit committee, and with the oversight, review and approval of our Board.

The determination of fair value and consequently, the amount of unrealized gains and losses in our
portfolio, are to a certain degree, subjective and dependent on a valuation process approved by our Board.
Certain factors that may be considered in determining the fair value of our investments include external events,
such as private mergers, sales and acquisitions involving comparable companies. Because such valuations, and
particularly valuations of private securities and private companies, are inherently uncertain, they may fluctuate
over short periods of time and may be based on estimates. Our determinations of fair value may differ
materially from the values that would have been used if a ready market for these securities existed. Due to this
uncertainty, our fair value determinations may cause our net asset value on a given date to materially understate
or overstate the value that we may ultimately realize on one or more of our investments. As a result, investors
purchasing our common stock based on an overstated net asset value would pay a higher price than the value of
our investments might warrant. Conversely, investors selling stock during a period in which the net asset value
understates the value of our investments will receive a lower price for their stock than the value of our
investments might warrant.

Any unrealized depreciation we experience in our portfolio may be an indication of a portfolio company’s
inability to meet its repayment obligations to us with respect to affected loans or a potential impairment of the
value of affected equity investments. This could result in realized losses in the future and ultimately in
reductions of our income and gains available for distribution in future periods.

As a BDC, we are required to carry our investments at market value or, if no market value is
ascertainable, at the fair value as determined in good faith by our Board. Decreases in the market values or fair
values of our investments will be recorded as unrealized depreciation. Any unrealized depreciation in our
portfolio could be an indication of a portfolio company’s inability to meet its repayment obligations to us with
respect to affected loans or a potential impairment of the value of affected equity investments. This could result
in realized losses in the future and ultimately in reductions of our income and gains available for distribution in
future periods.

Our financial condition and results of operations will depend on our ability to manage and deploy capital
effectively.

Our ability to achieve our investment objective will depend on our ability to manage and deploy capital,
which will depend, in turn, on our management’s ability to identify, evaluate and monitor, and our ability to
finance and invest in, companies that meet our investment criteria.
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Accomplishing our investment objective on a cost-effective basis will largely be a function of our
management’s handling of the investment process, its ability to provide competent, attentive and efficient
services and our access to investments offering acceptable terms. In addition to monitoring the performance of
our existing investments, our Senior Lending Team and our Executive Committee is called upon, from time to
time, to provide managerial assistance to some of our portfolio companies.

These demands on their time may distract them or slow the rate of investment. Even if we are able to
grow and build upon our investment operations, any failure to manage our growth effectively could have a
material adverse effect on our business, financial condition, results of operations and prospects. The results of
our operations will depend on many factors, including the availability of opportunities for investment, readily
accessible short and long-term funding alternatives in the financial markets and economic conditions.
Furthermore, if we cannot successfully operate our business or implement our investment policies and strategies
as described herein, it could negatively impact our ability to pay dividends.

We are dependent upon our Senior Lending Team and our Executive Committee for our future success, and
if we are unable to hire and retain qualified personnel or if we lose any member of our Senior Lending Team
or our Executive Committee our ability to achieve our investment objective could be significantly harmed.

We depend on our Senior Lending Team and Executive Committee as well as other key personnel for the
identification, final selection, structuring, closing and monitoring of our investments. These executive officers
and employees have critical industry experience and relationships that we rely on to implement our business
plan. Our future success depends on the continued service of our Senior Lending Team and our Executive
Committee and the replacement of any departing individuals with others of comparable skills and experience.
The departure of any of the members of our Senior Lending Team, our Executive Committee or a significant
number of our senior personnel could have a material adverse effect on our ability to achieve our investment
objective. As a result, we may not be able to operate our business as we expect, and our ability to compete could
be harmed, which could cause our operating results to suffer.

We operate in a highly competitive market for investment opportunities, which could reduce returns and
result in losses.

We compete for investments with other financial institutions and various SMB lenders, as well as other
sources of funding. Additionally, competition for investment opportunities has emerged among alternative
investment vehicles, such as CLOs, some of which are sponsored by other alternative asset investors, as these
entities have begun to focus on making investments in SMBs. As a result of these new entrants, competition for
our investment opportunities may intensify. Many of our competitors will be substantially larger and have
considerably greater financial, technical and marketing resources than us. For example, some competitors may
have a lower cost of capital and access to funding sources that will not be available to us. In addition, some of
our competitors may have higher risk tolerances or different risk assessments than we will have. These
characteristics could allow our competitors to consider a wider variety of investments, establish more
relationships and offer better pricing and more flexible structuring than we will be able to offer. We may lose
investment opportunities if we do not match our competitors’ pricing, terms and structure. If we are forced to
match our competitors’ pricing, terms and structure, we may not be able to achieve acceptable returns on our
investments or may bear substantial risk of capital loss. Furthermore, many of our competitors will have greater
experience operating under, or will not be subject to, the regulatory restrictions that the 1940 Act will impose on
us as a BDC, or the source-of-income, asset diversification, and distribution requirements we must satisfy to
maintain our tax treatment as a RIC.

If we are unable to source investments effectively, we may be unable to achieve our investment objective.

Our ability to achieve our investment objective depends on our Senior Lending Team’s and our Executive
Committee’s ability to identify, evaluate and invest in suitable companies that meet our investment criteria.
Accomplishing this result on a cost-effective basis is largely a function of our marketing capabilities, our
management of the investment process, our ability to provide efficient services and our access to financing
sources on acceptable terms. In addition to monitoring the performance of our existing investments, members of
our Senior Lending Team, our Executive Committee and our other investment professionals may also be called
upon to provide managerial assistance to our portfolio companies. These demands on their time may distract
them or slow the rate of investment. To grow, we need to continue to hire, train, supervise and manage new
employees and to implement computer and other systems capable of effectively accommodating our growth.
However, we cannot
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provide assurance that any such employees will contribute to the success of our business or that we will
implement such systems effectively. Failure to manage our future growth effectively could have a material
adverse effect on our business, financial condition and results of operations.

Our business model depends to a significant extent upon strong referral relationships, and our inability to
maintain or further develop these relationships, as well as the failure of these relationships to generate
investment opportunities, could adversely affect our business.

We expect that members of our Senior Lending Team and our Executive Committee will maintain their
relationships with intermediaries, financial institutions, investment bankers, commercial bankers, financial
advisors, attorneys, accountants, consultants, alliance partners, and other individuals within their networks, and
we will rely, to a significant extent, upon these relationships to provide us with potential investment
opportunities. If our Senior Lending Team and our Executive Committee fail to maintain its existing
relationships or develop new relationships with sources of investment opportunities, we may not be able to grow
our investment portfolio. In addition, individuals with whom members of our Senior Lending Team and our
Executive Committee have relationships are not obligated to provide us with investment opportunities, and,
therefore, there is no assurance that such relationships will generate investment opportunities for us.

Any failure on our part to maintain our status as a BDC would reduce our operating flexibility.

We have elected to be regulated as a BDC under the 1940 Act. The 1940 Act imposes numerous
constraints on the operations of BDCs. For example, BDCs are required to invest at least 70% of their gross
assets in specified types of securities, primarily in private companies or thinly-traded U.S. public companies,
cash, cash equivalents, U.S. government securities and other high quality debt investments that mature in one
year or less. Furthermore, any failure to comply with the requirements imposed on BDCs by the 1940 Act could
cause the SEC to bring an enforcement action against us and/or expose us to claims of private litigants. In
addition, upon approval of a majority of our stockholders, we may elect to withdraw our status as a BDC. If we
decide to withdraw our election, or if we otherwise fail to maintain our qualification, as a BDC, we may be
subject to the substantially greater regulation under the 1940 Act as a closed-end investment company.
Compliance with such regulations would significantly decrease our operating flexibility, and could significantly
increase our costs of doing business.

Regulations governing our operation as a BDC affect our ability to raise additional capital and the way in
which we do so. As a BDC, the necessity of raising additional capital may expose us to risks, including the
typical risks associated with leverage.

We may issue debt securities or preferred stock and/or borrow money from banks or other financial
institutions, which we refer to collectively as “senior securities,” up to the maximum amount permitted by the
1940 Act. Under the provisions of the 1940 Act, and pursuant to the approval that we received from our
stockholders on July 26, 2018, we are permitted, as a BDC, to issue senior securities in amounts such that our
asset coverage ratio, as defined in the 1940 Act, equals at least 150% of gross assets less all liabilities and
indebtedness not represented by senior securities, after each issuance of senior securities. See “Regulation.” If
the value of our assets declines, we may be unable to satisfy this test. If that happens, we may be required to sell
a portion of our investments and, depending on the nature of our leverage, repay a portion of our indebtedness at
a time when such sales may be disadvantageous. Also, any amounts that we use to service our indebtedness
would not be available for distributions to our common stockholders. Continuing to expand our debt financing
activities in SBA 7(a) loans, SBA 504 loans and conventional loans will require us to raise additional capital.
The failure to continue to generate such loans on a consistent basis could have a material impact on our results
of operations, and accordingly, our ability to make distributions to our stockholders.

We generally may not issue and sell our common stock at a price below net asset value per share. We may,
however, sell our common stock, or warrants, options or rights to acquire our common stock, at a price below
the then-current net asset value per share of our common stock if our Board determines that such sale is in our
best interests and in the best interests of our stockholders, and our stockholders approve such sale. In any such
case, the price at which our securities are to be issued and sold may not be less than a price that, in the
determination of our Board, closely approximates the market value of such securities (less any distributing
commission or discount). If we raise additional funds by issuing more common stock or senior securities
convertible into, or exchangeable for, our common stock, then the percentage ownership of our stockholders at
that time will decrease, and you may experience dilution.
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Because we intend to distribute substantially all of our income to our stockholders to maintain our tax
treatment as a RIC, we will continue to need additional capital to finance our growth, and regulations
governing our operation as a BDC will affect our ability to, and the way in which we, raise additional capital
and make distributions.

As a RIC, we generally are required to distribute substantially all of our ordinary income to meet the
Annual Distribution Requirement and the Excise Tax Avoidance Requirement (discussed below), which
consequently increases the need to raise additional debt and equity capital. Furthermore, as a result of issuing
senior securities, we would also be exposed to typical risks associated with leverage, including an increased risk
of loss. If we issue preferred stock, the preferred stock would rank “senior” to common stock in our capital
structure, preferred stockholders would have separate voting rights on certain matters and might have other
rights, preferences, or privileges more favorable than those of our common stockholders, and the issuance of
preferred stock could have the effect of delaying, deferring or preventing a transaction or a change of control
that might involve a premium price for holders of our common stock or otherwise be in your best interest.

Because we borrow money, the potential for loss on amounts invested in us is magnified and may increase
the risk of investing in us.

Borrowings, also known as leverage, magnify the potential for loss on investments in our indebtedness
and on invested equity capital. As we use leverage to partially finance our investments, you will experience
increased risks of investing in our securities. If the value of our assets increases, then leveraging would cause
the net asset value attributable to our common stock to increase more sharply than it would have had we not
leveraged. Conversely, if the value of our assets decreases, leveraging would cause net asset value to decline
more sharply than it otherwise would have had we not leveraged our business. Similarly, any increase in our
income in excess of interest payable on the borrowed funds would cause our net investment income to increase
more than it would without the leverage, while any decrease in our income would cause net investment income
to decline more sharply than it would have had we not borrowed. Such a decline could negatively affect our
ability to pay common stock dividends, scheduled debt payments or other payments related to our securities.
Leverage is generally considered a speculative investment technique.

Illustration: The following table illustrates the effect of leverage on returns from an investment in our
common stock assuming various annual returns, net of expenses. The calculations in the table below are
hypothetical and actual returns may be higher or lower than those appearing in the table below:

Effects of Leverage Based on the Actual Amount of Borrowings Incurred by
the Company as of March 31, 2019®

Assumed Return on Our Portfolio
(net of expenses)

10)% (5)% 0% 5% 10%
Corresponding net return to stockholders® (29.86)% (18.19)% (6.52)%  5.16% 16.83%

Effects of Leverage Based on the Pro Forma Maximum Amount of Borrowings That May
Be Incurred by the Company Under the 150% Minimum Asset Coverage Ratio®

Assumed Return on Our Portfolio
(net of expenses)

(10)% (5)% 0% 5% 10%
Corresponding net return to stockholders® (3491)% (23.24)% (11.56)%  0.11% 11.78%

(1)  Assumes $681,734,000 in total assets, $358,073,000 in debt outstanding, $292,006,000 in net assets as of March 31,
2019, and an average cost of funds of 5.32%. Actual interest payments may be different.

(2)  In order for us to cover our annual interest payments on indebtedness, we must achieve annual returns on our March
31, 2019 total assets of at least 2.79%.

(3)  Assumes $681,734,000 in total assets, $584,012,000 in debt outstanding, $292,006,000 in net assets as of March 31,
2019, and an average cost of funds of 5.78%. Actual interest payments may be different.
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Our ability to achieve our investment objective may depend in part on our ability to access additional
leverage on favorable terms, and there can be no assurance that such additional leverage can in fact be achieved.

To the extent we borrow money to finance our investments, changes in interest rates will affect our cost of
capital and net investment income.

To the extent we borrow money to finance investments, our net investment income will depend, in part,
upon the difference between the rate at which we borrow funds and the rate at which we invest those funds. As
a result, we can offer no assurance that a significant change in market interest rates will not have a material
adverse effect on our net investment income in the event we borrow money to finance our investments. In
periods of rising interest rates, our cost of funds would increase, which could reduce our net investment income.
We expect that our long-term fixed-rate investments will be financed primarily with equity and/or long-term
debt. We may use interest rate risk management techniques in an effort to limit our exposure to interest rate
fluctuations. Such techniques may include various interest rate hedging activities to the extent permitted by the
1940 Act. If we do not implement these techniques properly, we could experience losses on our hedging
positions, which could be material. In addition, depending on the frequency and magnitude of rising interest
rates, these interest rate increases could negatively impact premiums received on the sale of guaranteed SBA
loans, and further, could increase prepayment speeds on outstanding SBA loans, potentially negatively
impacting the Company’s financial results.

To the extent that our securitization notes, Related Party RLOC, and certain investments extend beyond
2021, the interest rates for these obligations might be subject to change based on recent reqgulatory changes

LIBOR, the London Interbank Offered Rate, is the basic rate of interest used in lending transactions
between banks on the London interbank market and is widely used as a reference for setting the interest rate on
loans globally. The interest rates of our securitization notes and Related Party RLOC are calculated using
LIBOR.

On July 27, 2017, the United Kingdom’s Financial Conduct Authority, which regulates LIBOR,
announced that it intends to phase out LIBOR by the end of 2021. It is unclear if at that time whether LIBOR
will cease to exist or if new methods of calculating LIBOR will be established such that it continues to exist
after 2021. The U.S. Federal Reserve, in conjunction with the Alternative Reference Rates Committee, a
steering committee comprised of large U.S. financial institutions, is considering replacing U.S. dollar LIBOR
with a new index calculated by short term repurchase agreements, backed by Treasury securities. The future of
LIBOR at this time is uncertain. If LIBOR ceases to exist, we may need to renegotiate any agreements
extending beyond 2021 that utilize LIBOR as a factor in determining the interest rate to replace LIBOR with the
new standard that is established, which may have an adverse effect on our ability to receive attractive returns.

Because we have received the approval of our stockholders, we are subject to 150% asset coverage beginning
after July 26, 2018.

On April 27, 2018, the Company announced that its Board, including a “required majority” (as such term
is defined in the 1940 Act) of the Board, approved application to the Company of the asset coverage
requirements set forth in Section 61(a)(2) of the 1940 Act, as modified by the Small Business Credit
Availability Act. As a result, the Company’s asset coverage requirements for senior securities were to change
from 200% to 150%, effective April 27, 2019. However, at the Company’s special meeting of stockholders, held
on July 26, 2018, its stockholders approved, among other things, the application of the modified asset coverage
requirements set forth in Section 61(a)(2) of the 1940 Act. As a result, the Company’s asset coverage
requirements for senior securities were reduced from 200% to 150%, effective July 27, 2018. As a result, we are
able to increase our leverage up to an amount that reduces our asset coverage ratio from 200% to 150% (i.e., the
amount of debt may not exceed 66 2/3% of the value of our assets) beginning on July 27, 2018, assuming that
additional borrowings are available. As of March 31, 2019, we had aggregate principal amount of senior
securities outstanding of $358,073,000, and our asset coverage was 182%.

Prior to stockholder approval at the Special meeting held on July 26, 2018, the 1940 Act generally
prohibited us from incurring indebtedness unless immediately after such borrowing we had an asset coverage
for total borrowings of at least 200% (i.e., the amount of debt may not exceed 50% of the value of our assets).
However, recent legislation modified the 1940 Act by allowing a BDC to increase the maximum amount of
leverage it may incur from an asset coverage ratio of 200% to an asset coverage ratio of 150%, if certain
requirements are met. Under the legislation, we are allowed to increase our leverage capacity if stockholders
representing at least a majority of the votes cast, when quorum is met, approve a proposal to do so. As a result
of the recent stockholder
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approval, we were allowed to increase our leverage capacity on the first day after such approval, or July 27,
2018. As a result of the approval, we are required to make certain disclosures on our website and in SEC filings
regarding, among other things, the receipt of approval to increase our leverage, our leverage capacity and usage,
and risks related to leverage.

Leverage magnifies the potential for loss on investments in our indebtedness and on invested equity
capital. As we use leverage to partially finance our investments, you will experience increased risks of investing
in our securities. If the value of our assets increases, then the additional leverage would cause the net asset value
attributable to our common stock to increase more sharply than it would have had we not increased our
leverage. Conversely, if the value of our assets decreases, the additional leverage would cause net asset value to
decline more sharply than it otherwise would have had we not increased our leverage. Similarly, any increase in
our income in excess of interest payable on the borrowed funds would cause our net investment income to
increase more than it would without the additional leverage, while any decrease in our income would cause net
investment income to decline more sharply than it would have had we not increased our leverage. Such a
decline could negatively affect our ability to pay common stock dividends, scheduled debt payments or other
payments related to our securities. Leverage is generally considered a speculative investment technique.

In addition, the ability of BDCs to increase their leverage will increase the capital available to BDCs and
thus competition for the investments that we seek to make. This may negatively impact pricing on the
investments that we do make and adversely affect our net investment income and results of operations.

We may experience fluctuations in our quarterly and annual results.

We may experience fluctuations in our quarterly and annual operating results due to a number of factors,
including our ability or inability to make investments in companies that meet our investment criteria, the interest
rate payable on the debt securities we acquire, the default rate of such securities, the level of portfolio dividend
and fee income, the level of our expenses, variations in and the timing of the recognition of realized and
unrealized gains or losses, the degree to which we encounter competition in our markets and general economic
conditions. As a result of these factors, results for any period should not be relied upon as being indicative of
performance in future periods.

Regulations governing our operation as a BDC affect our ability to raise additional capital and the way in
which we do so. As a BDC, the necessity of raising additional capital may expose us to risks, including the
typical risks associated with leverage.

We may issue debt securities or preferred stock and/or borrow money from banks or other financial
institutions, which we refer to collectively as “senior securities,” up to the maximum amount permitted by the
1940 Act. Under the provisions of the 1940 Act, we are permitted, as a BDC, to issue senior securities in
amounts such that our asset coverage ratio, as defined in the 1940 Act, equals at least 150% of gross assets less
all liabilities and indebtedness not represented by senior securities, after each issuance of senior securities. If the
value of our assets declines, we may be unable to satisfy this test. If that happens, we may be required to sell a
portion of our investments and, depending on the nature of our leverage, repay a portion of our indebtedness at a
time when such sales may be disadvantageous. Also, any amounts that we use to service our indebtedness
would not be available for distributions to our common stockholders. Continuing to expand our debt financing
activities in SBA 7(a) loans will require us to raise additional capital. The failure to continue to generate such
loans on a consistent basis could have a material impact on our results of operations, and accordingly, our
ability to make distributions to our stockholders.

‘We generally may not issue and sell our common stock at a price below net asset value per share.
However, at a July 26, 2018 Special Meeting of Stockholders, our stockholders authorized us to sell shares of
our common stock (during the following 12 months) at a price below its then current net asset value per share
subject to certain conditions (including that the cumulative number of shares sold does not exceed 20% of its
then outstanding common stock immediately prior to each such sale) for a period that ended on June 14, 2019,
the date of our annual meeting of stockholders. We also may sell our common stock, or warrants, options or
rights to acquire our common stock, at a price below the then-current net asset value per share of our common
stock if our Board determines that such sale is in our best interests and in the best interests of our stockholders,
and our stockholders approve such sale. In any such case, the price at which our securities are to be issued and
sold may not be less than a price that, in the determination of our Board, closely approximates the market value
of such securities (less any distributing commission or discount). If we raise additional funds by issuing more
common stock or senior securities convertible into, or exchangeable for, our common stock, then the percentage
ownership of our stockholders at that time will
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decrease, and you may experience dilution. We have requested that stockholders approve another proposal that
would allow us to issue common stock at a discount from our NAV per share at a special meeting of
shareholders, which we expect to take place on August 2, 2019. See “Sales of Common Stock Below Net Asset
Value” for additional information.

Our Board may change our investment objective, operating policies and strategies without prior notice or
stockholder approval, the effects of which may be adverse.

Although we must obtain stockholder approval to cease to be, or withdraw our election as, a BDC, our
Board has the authority to modify or waive our investment objective, current operating policies, investment
criteria and strategies without prior notice and without stockholder approval. We cannot predict the effect any
changes to our current operating policies, investment criteria and strategies would have on our business, net
asset value, operating results and value of our stock. However, the effects might be adverse, which could
negatively impact our ability to make distributions and cause stockholders to lose all or part of their investment.

We will be subject to corporate-level income tax if we are unable to maintain our treatment as a RIC or are
unable to make the distributions required to maintain RIC tax treatment.

Although we have elected to be treated as a RIC commencing with our tax year ending December 31,
2015, no assurance can be given that we will be able to maintain our tax treatment as a RIC in the future. To
maintain our tax treatment as a RIC, we must meet certain source-of-income, asset diversification, and
distribution requirements.

The income source requirement will be satisfied if we obtain at least 90% of our income for each year
from dividends, interest, gains from the sale of stock or securities or similar sources.

The asset diversification requirement will be satisfied if we meet certain asset diversification requirements
at the end of each quarter of our taxable year. Failure to meet those requirements may result in our having to
dispose of certain investments quickly in order to prevent the loss of our qualification as a RIC. Because most
of our investments will be in private companies, and therefore will be relatively illiquid, any such dispositions
could be made at disadvantageous prices and could result in substantial losses. The Annual Distribution
Requirement for a RIC will be satisfied if we distribute to our stockholders on an annual basis at least 90% of
our net ordinary income and net short-term capital gains in excess of our net long-term capital losses, if any.
Because we use debt financing, we are subject to certain asset coverage ratio requirements under the 1940 Act
and financial covenants under loan and credit agreements that could, under certain circumstances, restrict us
from making distributions necessary to satisfy the distribution requirement. If we are unable to obtain cash from
other sources, we could fail to qualify for tax treatment as a RIC.

If we fail to qualify for RIC tax treatment for any reason and remain or become subject to corporate
income tax, the resulting corporate taxes could substantially reduce our net assets, the amount of income
available for distribution and the amount of our distributions. Although we have elected to be treated as a RIC
commencing with our tax year ending December 31, 2015, no assurance can be given that we will be able to
maintain our tax treatment as a RIC in the future.

We cannot predict how tax reform legislation will affect us, our investments, or our stockholders, and any
such legislation could adversely affect our business.

Legislative or other actions relating to taxes could have a negative effect on us. The rules dealing with
U.S. federal income taxation are constantly under review by persons involved in the legislative process and by
the Internal Revenue Service and the U.S. Treasury Department. In December 2017, the U.S. House of
Representatives and U.S. Senate passed tax reform legislation, which the President signed into law. Such
legislation has made many changes to the Code, including significant changes to the taxation of business
entities, the deductibility of interest expense, and the tax treatment of capital investment. We cannot predict with
certainty how any changes in the tax laws might affect us, our stockholders, or our portfolio investments. New
legislation and any U.S. Treasury regulations, administrative interpretations or court decisions interpreting such
legislation could significantly and negatively affect our ability to qualify for tax treatment as a RIC or the U.S.
federal income tax consequences to us and our stockholders of such qualification, or could have other adverse
consequences. Stockholders are urged to consult with their tax advisor regarding tax legislative, regulatory, or
administrative developments and proposals and their potential effect on an investment in our securities.
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We may not be able to pay distributions to our stockholders, our distributions may not grow over time and a
portion of our distributions may be a return of capital.

We intend to pay distributions to our stockholders out of assets legally available for distribution. We
cannot assure investors that we will achieve investment results that will allow us to make a specified level of
cash distributions or year-to-year increases in cash distributions. Our ability to pay distributions might be
adversely affected by, among other things, the impact of one or more of the risk factors described in this
prospectus. In addition, the inability to satisfy the asset coverage test applicable to us as a BDC can limit our
ability to pay distributions. All distributions will be paid at the discretion of our Board and will depend on our
earnings, our financial condition, maintenance of our RIC tax treatment, compliance with applicable BDC
regulations and such other factors as our Board may deem relevant from time to time. We cannot assure
investors that we will pay distributions to our stockholders in the future.

When we make distributions, we will be required to determine the extent to which such distributions are
paid out of current or accumulated earnings and profits. Distributions in excess of current and accumulated
earnings and profits will be treated as a non-taxable return of capital to the extent of an investor’s basis in our
stock and, assuming that an investor holds our stock as a capital asset, thereafter as a capital gain. Generally, a
non-taxable return of capital will reduce an investor’s basis in our stock for federal tax purposes, which will
result in higher tax liability when the stock is sold. Stockholders should read any written disclosure
accompanying a distribution carefully and should not assume that the source of any distribution is our ordinary
income or gains.

We may have difficulty paying our required distributions if we recognize income before or without receiving
cash representing such income.

For U.S. federal income tax purposes, we are required to include in our taxable income certain amounts
that we have not yet received in cash, such as original issue discount, which may arise if we receive warrants in
connection with the origination of a loan or possibly in other circumstances, or PIK interest. Such original issue
discount or increases in loan balances as a result of contractual PIK arrangements will be included in our
taxable income before we receive any corresponding cash payments. We also may be required to include in our
taxable income certain other amounts that we will not receive in cash. Since, in certain cases, we may recognize
taxable income before or without receiving corresponding cash payments, we may have difficulty meeting the
Annual Distribution Requirement necessary to maintain our tax treatment as a RIC. Accordingly, to satisfy our
RIC distribution requirements, we may have to sell some of our investments at times and/or at prices we would
not consider advantageous, raise additional debt or equity capital or forgo new investment opportunities. If we
are not able to obtain cash from other sources, we may fail to qualify for tax treatment as a RIC and thus
become subject to corporate-level income tax.

We may in the future choose to pay dividends in our own stock, in which case investors may be required to
pay tax in excess of the cash they receive.

We may distribute taxable dividends that are payable in part in our stock. In accordance with certain
applicable Treasury regulations and published guidance issued by the Internal Revenue Service, a publicly
offered RIC may treat a distribution of its own stock as fulfilling the RIC distribution requirements if each
stockholder may elect to receive his or her entire distribution in either cash or stock of the RIC, subject to a
limitation that the aggregate amount of cash to be distributed to all stockholders must be at least 20% of the
aggregate declared distribution. If too many stockholders elect to receive cash, the cash available for
distribution must be allocated among the stockholders electing to receive cash (with the balance of the
distribution paid in stock). In no event will any stockholder, electing to receive cash, receive less than the lesser
of (a) the portion of the distribution such stockholder has elected to receive in cash or (b) an amount equal to his
or her entire distribution times the percentage limitation on cash available for distribution. If these and certain
other requirements are met, for U.S. federal income tax purposes, the amount of the dividend paid in stock will
be equal to the amount of cash that could have been received instead of stock. Taxable stockholders receiving
such dividends will be required to include the amount of the dividends as ordinary income (or as long-term
capital gain to the extent such distribution is properly reported as a capital gain dividend) to the extent of our
current and accumulated earnings and profits for United States federal income tax purposes. As a result, a U.S.
stockholder may be required to pay tax with respect to such dividends in excess of any cash received. If a U.S.
stockholder sells the stock it receives as a dividend in order to pay this tax, the sales proceeds may be less than
the amount included in income with respect to the dividend, depending on the market price of our stock at the
time of the sale. Furthermore, with respect to non-U.S. stockholders, we may be required to withhold U.S. tax
with respect to such dividends, including in respect of all or a portion of such dividend
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that is payable in stock. In addition, if a significant number of our stockholders determine to sell shares of our
stock in order to pay taxes owed on dividends, it may put downward pressure on the trading price of our stock.

Internal control deficiencies could impact the accuracy of our financial results or prevent the detection of
fraud. As a result, stockholders could lose confidence in our financial and other public reporting, which
would harm our business and the trading price of our common stock.

Effective internal controls over financial reporting are necessary for us to provide reliable financial
reports and, together with adequate disclosure controls and procedures, are designed to prevent fraud. A
material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting
such that there is a reasonable possibility that a material misstatement of the Company’s annual or interim
financial statements will not be prevented or detected on a timely basis. Any failure by us to identify future
deficiencies in our internal control over financial reporting in a timely manner or remediate any such
deficiencies, could prevent us from accurately and timely reporting our financial results. Inferior internal
controls could also cause investors to lose confidence in our reported financial information, which could have a
negative effect on the trading price of our common stock.

We are required to disclose changes made in our internal control and procedures on a quarterly basis and
our management is required to assess the effectiveness of these controls annually. An independent assessment of
the effectiveness of our internal controls could detect problems that our management’s assessment might not.
Undetected material weaknesses in our internal controls could lead to financial statement restatements and
require us to incur the expense of remediation. In the event that we are unable to maintain or achieve
compliance with Section 404 of the Sarbanes-Oxley Act and related rules, the market price of our common
stock may be adversely affected.

Changes in laws or requlations governing our operations may adversely affect our business or cause us to
alter our business strategy.

We and our portfolio companies will be subject to applicable local, state and federal laws and regulations,
including, without limitation, federal immigration laws and regulations. New legislation may be enacted or new
interpretations, rulings or regulations could be adopted, including those governing the types of investments we
are permitted to make, any of which could harm us and our stockholders, potentially with retroactive effect.
Additionally, any changes to the laws and regulations governing our operations relating to permitted
investments may cause us to alter our investment strategy in order to avail ourselves of new or different
opportunities. Such changes could result in material differences to the strategies and plans set forth herein and
may result in our investment focus shifting from the areas of expertise of our Senior Lending Team and our
Executive Committee to other types of investments in which our Senior Lending Team and our Executive
Committee may have less expertise or little or no experience. Thus, any such changes, if they occur, could have
a material adverse effect on our results of operations and the value of your investment.

NSBE, our wholly-owned subsidiary, is subject to regulation by the SBA.

Our wholly-owned subsidiary, NSBE, is licensed by the SBA as an SBLC. In order to operate as an
SBLC, a licensee is required to maintain a minimum regulatory capital (as defined by SBA regulations) of the
greater of (1) 10% of its outstanding loans receivable and other investments or (2) $1,000,000. Moreover, before
consenting to a securitization, NSBF and other securitizers must be considered well capitalized by the SBA. For
NSBF and other SBLC securitizers, the SBA will consider it well capitalized if it maintains a minimum
unencumbered paid in capital and paid in surplus equal to at least 10% of its assets, excluding the guaranteed
portion of 7(a) loans. In addition, an SBLC is subject to certain other regulatory restrictions. Among other
things, SBLCs are required to: establish, adopt, and maintain a formal written capital plan; submit to the SBA
for review a credit policy that demonstrates the SBLC’s compliance with the applicable regulations and the
SBA’s Standard Operating Procedures for origination, servicing and liquidation of 7(a) loans; submit to the SBA
for review and approval annual validation, with supporting documentation and methodologies, demonstrating
that any scoring model used by the SBLC is predictive of loan performance; obtain SBA approval for loan
securitization and borrowings; and adopt and fully implement an internal control policy which provides
adequate direction for effective control over and accountability for operations, programs, and resources.

We have specific risks associated with SBA loans.

We have generally sold the guaranteed portion of SBA loans in the secondary market. Such sales have
resulted in our earning premiums and creating a stream of servicing income. During the third quarter of 2018,
sale prices for
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guaranteed portions of SBA 7(a) loans were negatively impacted by market conditions, in particular a higher
interest rate environment, which led to higher prepayments during the period, resulting in lower sale prices in
the secondary market. A continuation or further reduction in the price of guaranteed SBA 7(a) loans could
negatively impact our business. There can be no assurance that we will be able to continue originating these
loans, or that a secondary market will exist for, or that we will continue to realize premiums upon the sale of the
guaranteed portions of the SBA 7(a) loans.

If NSBF fails to comply with SBA regulations in connection with the origination, servicing, or liquidation of
an SBA 7(a) loan, liability on the SBA guaranty, in whole or part, could be transferred to NSBF.

Since we sell the guaranteed portion of substantially all of our SBA 7(a) loan portfolio, we retain credit
risk on the non-guaranteed portion of the SBA loans. We share pro rata with the SBA in any recoveries. In the
event of default on an SBA loan, our pursuit of remedies against a borrower is subject to SBA approval.

If we fail to comply with certain of the SBA’s regulations in connection with the origination, servicing, or
liquidation of an SBA 7(a) loan, the SBA may be released from liability on its guaranty of a 7(a) loan, and may
refuse to honor a guaranty purchase request in full (referred to by SBA as a “denial”) or in part (referred to by
SBA as a “repair”), or recover all or part of the funds already paid in connection with a guaranty purchase. In
the event of a repair or denial, liability on the guaranty, in whole or part, would be transferred to NSBF. In
addition, the growth in the number of loans made by NSBEF, changes in SBA regulations and economic factors
may adversely impact our current repair and denial rate.

Curtailment of the government-guaranteed loan programs could adversely affect our results of operations.

Although the program has been in existence since 1953, there can be no assurance that the federal
government will maintain the SBA 7(a) loan program, or that it will continue to guarantee loans at current
levels. If we cannot continue originating and selling government-guaranteed loans, we will generate fewer
origination fees and our ability to generate gains on the sale of loans will decrease. From time-to-time, the
government agencies that guarantee these loans reach their internal budgeted limits and cease to guarantee loans
for a stated time period or shut down. In addition, these agencies may change their rules for extending loans.
Also, Congress may adopt legislation that would have the effect of discontinuing or changing the SBA’s
programs. Non-governmental programs could replace government programs for some borrowers, but the terms
might not be equally acceptable. If these changes occur, the volume of loans to SMBs and industrial borrowers
of the types that now qualify for government-guaranteed loans could decline, as could the profitability of these
loans.

Curtailment of our ability to utilize the SBA 7(a) Loan Program by the Federal government could adversely
dffect our results of operations.

We are dependent upon the federal government to maintain the SBA 7(a) Program. There can be no
assurance that the program will be maintained or that loans will continue to be guaranteed at current levels.
From time-to-time the SBA has reached its internal budgeted limits and ceased to guarantee loans for a stated
period of time. In addition, the SBA may change its rules regarding loans or Congress may adopt legislation or
fail to approve a budget that would have the effect of discontinuing, reducing availability of funds for, or
changing loan programs. Non-governmental programs could replace government programs for some borrowers,
but the terms might not be equally acceptable. If these changes occur, the volume of loans to small businesses
that now qualify for government guaranteed loans could decline, as could the profitability of these loans.

NSBF’s failure to maintain PLP status or maintain its SBA 7(a) license could adversely affect our results of
operations.

NSBEF has been granted PLP status and originates, sells and services small business loans and is
authorized to place SBA guarantees on loans without seeking prior SBA review and approval. Being a national
lender, PLP status allows NSBF to expedite loans since NSBF is not required to present applications to the SBA
for concurrent review and approval. The loss of PLP status could adversely impact our marketing efforts and
ultimately loan origination volume which could negatively impact our results of operations.

There can be no assurance that NSBF will be able to maintain its status as a PLP or that NSBF can
maintain its SBA 7(a) license. If NSBF cannot continue originating and selling government guaranteed loans at
current levels, we could experience a decrease in future servicing spreads and earned premiums and negatively
impact our results of operations.
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Our loans under the Section 7(a) Loan Program involve a high risk of default and such default could
adversely impact our results of operations.

Loans to small businesses involve a high risk of default. Such loans are generally not rated by any
statistical rating organization. Small businesses usually have smaller product lines and market shares than larger
companies and therefore may be more vulnerable to competition and general economic conditions. These
businesses’ success typically depends on their management talents and efforts of one person or a small group of
persons whose death, disability or resignation would adversely affect the business. Because these businesses
frequently have highly leveraged capital structures, reduced cash flow resulting from economic downturns can
severely impact the businesses’ ability to meet their obligations, which could impact our results of operations.
The portions of Section 7(a) loans to be retained by us do not benefit directly from any SBA guarantees; in an
event of default, however, we and the SBA typically cooperate in collateral foreclosure or other work-out efforts
and share in any resulting collections.

The loans we make under the Section 7(a) Loan Program face competition.

There are several other non-bank lenders as well as a large number of banks that participate in the SBA
Section 7(a) Loan Program. All of these participants compete for the business of eligible borrowers. In addition,
pursuant to the 1940 Act, the Company is limited as to the amount of indebtedness it may have. Accordingly,
we may be at a competitive disadvantage with regard to other lenders or financial institutions that may be able
to achieve greater leverage at a lower cost and are not subject to SBA regulations.

Our business is subject to increasingly complex corporate governance, public disclosure and accounting
requirements that are costly and could adversely affect our business and financial results.

We are subject to changing rules and regulations of federal and state government as well as the stock
exchange on which our common stock is listed. These entities, including the Public Company Accounting
Oversight Board, the SEC and the Nasdaq Global Market, have issued a significant number of new and
increasingly complex requirements and regulations over the course of the last several years and continue to
develop additional regulations and requirements in response to laws enacted by Congress. Our efforts to comply
with existing requirements, or any revised or amended requirements, have resulted in, and may continue to
result in, an increase in expenses and a diversion of management’s time from other business activities.

In addition, our failure to keep pace with any such rules, or for our management to appropriately address
compliance with such rules fully and in a timely manner, exposes us to an increasing risk of inadvertent non-
compliance. While our management team takes reasonable efforts to ensure that we are in full compliance with
all laws applicable to its operations, the increasing rate and extent of regulatory change increases the risk of a
failure to comply, which may result in our ability to operate our business in the ordinary course or may subject
us to potential fines, regulatory findings or other matters that may materially impact our business.

If we cannot obtain additional capital because of either regulatory or market price constraints, we could be
forced to curtail or cease our new lending and investment activities, our net asset value could decrease and
our level of distributions and liquidity could be affected adversely.

Our ability to secure additional financing and satisfy our financial obligations under indebtedness
outstanding from time to time will depend upon our future operating performance, which is subject to the
prevailing general economic and credit market conditions, including interest rate levels and the availability of
credit generally, and financial, business and other factors, many of which are beyond our control. The prolonged
continuation or worsening of current economic and capital market conditions could have a material adverse
effect on our ability to secure financing on favorable terms, if at all.

If we are unable to obtain additional debt capital, then our equity investors will not benefit from the
potential for increased returns on equity resulting from leverage to the extent that our investment strategy is
successful and we may be limited in our ability to make new commitments or fundings to our portfolio
companies.
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Capital markets may experience periods of disruption and instability and we cannot predict when these
conditions will occur. Such market conditions could materially and adversely affect debt and equity capital
markets in the United States and abroad, which could have a negative impact on our business, financial
condition and results of operations.

As a BDC, we must maintain our ability to raise additional capital for investment purposes. Without
sufficient access to the capital markets or credit markets, we may be forced to curtail our business operations or
we may not be able to pursue new business opportunities. The U.S. and global capital markets experienced
extreme volatility and disruption during the economic downturn that began in mid-2007, and the U.S. economy
was in a recession for several consecutive calendar quarters during the same period. In 2010, a financial crisis
emerged in Europe, triggered by high budget deficits and rising direct and contingent sovereign debt, which
created concerns about the ability of certain nations to continue to service their sovereign debt obligations.
Risks resulting from such debt crisis, including any austerity measures taken in exchange for the bail out of
certain nations, and any future debt crisis in Europe or any similar crisis elsewhere could have a detrimental
impact on the global economic recovery, sovereign and non-sovereign debt in certain countries and the financial
condition of financial institutions generally. In June 2016, the United Kingdom held a referendum in which
voters approved an exit from the European Union (“Brexit”), and, accordingly, on February 1, 2017, the U.K.
Parliament voted in favor of allowing the U.K. government to begin the formal process of Brexit. Brexit created
political and economic uncertainty and instability in the global markets (including currency and credit markets),
and especially in the United Kingdom and the European Union, and this uncertainty and instability may last
indefinitely. There is continued concern about national-level support for the Euro and the accompanying
coordination of fiscal and wage policy among European Economic and Monetary Union member countries. In
addition, the fiscal and monetary policies of foreign nations, such as Russia and China, may have a severe
impact on the worldwide and U.S. financial markets.

A failure or the perceived risk of a failure to raise the statutory debt limit of the U.S. could have a material
adverse effect on our business, financial condition and results of operations.

Recent U.S. debt ceiling and budget deficit concerns have increased the possibility of additional credit-
rating downgrades and economic slowdowns, or a recession in the U.S. In the future, the U.S. government may
not be able to meet its debt payments unless the federal debt ceiling is raised. If legislation increasing the debt
ceiling is not enacted, as needed, and the debt ceiling is reached, the U.S. federal government may stop or delay
making payments on its obligations, which could negatively impact the U.S. economy and our portfolio
companies. In addition, disagreement over the federal budget has caused the U.S. federal government to shut
down for periods of time, most recently, in December 2018 to January 2019. Continued adverse political and
economic conditions could have a material adverse effect on our business, financial condition and results of
operations.

A government shutdown could adversely affect NSBF’s SBA 7(a) loan originations and our results of
operations.

We are dependent upon the Federal government to maintain the SBA 7(a) Program. NSBF’s lending
business could be materially and adversely affected by circumstances or events limiting the availability of funds
for this program. In October 2013, Congress failed to approve a budget, which, in turn, eliminated availability
of funds for the SBA 7(a) program. At the time, the government shutdown affected SBA 7(a) lenders’ ability to
originate SBA 7(a) loans. More recently, the partial government shut down in December 2018 until January
2019, the longest standing partial shutdown in history, resulted in a halt to the SBA 7(a) program and negatively
impacted the ability of NSBF to originate SBA 7(a) loans during the first quarter of 2019. The government
could again experience a government shutdown which would affect NSBF’s ability to originate government
guaranteed loans and to sell the government guaranteed portions of those loans in the secondary market. Any
government shutdown could adversely affect NSBF’s SBA 7(a) loan originations and our results of operations.

We are highly dependent on information systems and systems failures could significantly disrupt our
business, which may, in turn, negatively affect the market price of our securities and our ability to make
distributions to our stockholders.

Our business is highly dependent on our communications and information systems. Certain of these
systems are provided to us by third-party service providers. Any failure or interruption of such systems,
including as a result of the termination of an agreement with any such third party service provider, could cause
delays or other problems in our activities. This, in turn, could have a material adverse effect on our operating
results and negatively affect the market price of our securities and our ability to make distributions to our
stockholders.
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Terrorist attacks, acts of war or natural disasters may affect any market for our securities, impact the
businesses in which we invest and harm our business, operating results and financial condition.

Terrorist acts, acts of war or natural disasters may disrupt our operations, as well as the operations of the
businesses in which we invest. Such acts have created, and continue to create, economic and political
uncertainties and have contributed to global economic instability. Future terrorist activities, military or security
operations, or natural disasters could further weaken the domestic/global economies and create additional
uncertainties, which may negatively impact the businesses in which we invest directly or indirectly and, in turn,
could have a material adverse impact on our business, operating results and financial condition. Losses from
terrorist attacks and natural disasters are generally uninsurable.

We could be adversely affected by information security breaches or cyber security attacks.

Our business operations and our portfolio companies’ business operations rely upon secure information
technology systems for data processing, storage and reporting. Despite security and controls design,
implementation and updating, such information technology systems could become subject to cyber-attacks.
Network, system, application and data breaches could result in operational disruptions or information
misappropriation, which could have a material adverse effect on our business, results of operations and financial
condition.

In addition, our business operations and our portfolio companies’ business operations involve the storage
and transmission of Newtek, portfolio company, customer and employee proprietary information. Our
businesses rely on our digital technologies, computer and email systems, software, and networks to conduct
operations. Our technologies, systems and networks may become the target of criminal cyber-attacks or
information security breaches that could result in the unauthorized release, gathering, monitoring, misuse, loss
or destruction of confidential, proprietary and other information of us, our portfolio companies, or third parties
with whom we and our portfolio companies deal, or otherwise disrupt our or our customers’ or other third
parties’ business operations. It is critical to our business strategy that our facilities and infrastructure remain
secure and are perceived by the marketplace to be secure. Although we believe we and our IT providers employ
appropriate security technologies (including data encryption processes, intrusion detection systems), and
conduct comprehensive risk assessments and other internal control procedures to assure the security of our and
our customers’ data, we cannot guarantee that these measures will be sufficient for this purpose. If our and our
IT provider’s security measures are breached as a result of third-party action, employee error or otherwise, and
as a result our or our customers’ data becomes available to unauthorized parties, we could incur liability and our
reputation would be damaged, which could lead to the loss of current and potential customers. If we experience
any breaches of our network security or sabotage, we might be required to expend significant capital and other
resources to detect, remedy, protect against or alleviate these and related problems, and we may not be able to
remedy these problems in a timely manner, or at all. Because techniques used by outsiders to obtain
unauthorized network access or to sabotage systems change frequently and generally are not recognized until
launched against a target, we may be unable to anticipate these techniques or implement adequate preventative
measures. For example, in early 2018, an unauthorized third-party recently misappropriated three of NTS’
domain names. NTS’ management and forensic investigators determined that attackers compromised a portion
of NTS’ shared webhosting system, and may have acquired certain customer information limited to its shared
webhosting customers, and/or gained access to certain of its shared webhosting servers. In response, NTS has
taken a range of steps designed to further secure its systems, enhance its security protections, enhance access
controls, and prevent future unauthorized activity.

As cyber threats continue to evolve, we and our portfolio companies may be required to expend
significant additional resources to continue to modify or enhance our protective measures or to investigate and
remediate any information security vulnerabilities. Although we have insurance in place that covers such
incidents, the cost of a breach or cyber-attack could well exceed any such insurance coverage.

The failure in cyber-security systems, as well as the occurrence of events unanticipated in our disaster
recovery systems and management continuity planning could impair our ability to conduct business
effectively.

The occurrence of a disaster such as a cyber-attack, a natural catastrophe, an industrial accident, a terrorist
attack or war, events unanticipated in our disaster recovery systems, or a support failure from external
providers, could have an adverse effect on our ability to conduct business and on our results of operations and
financial condition, particularly if those events affect our computer-based data processing, transmission,
storage, and retrieval systems or destroy data. If a significant number of our managers were unavailable in the
event of a disaster, our ability to effectively conduct our business could be severely compromised.
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We and our portfolio companies depend heavily upon computer systems to perform necessary business
functions. Despite our portfolio companies implementation of a variety of security measures, our computer
systems could be subject to cyber-attacks and unauthorized access, such as physical and electronic break-ins or
unauthorized tampering. Like other companies, we and our portfolio companies may experience threats to our
data and systems, including malware and computer virus attacks, unauthorized access, system failures and
disruptions. If one or more of these events occurs, it could potentially jeopardize the confidential, proprietary
and other information processed and stored in, and transmitted through, our and our portfolio company
computer systems and networks, or otherwise cause interruptions or malfunctions in our operations, which
could result in damage to our and our portfolio companies’ reputation, financial losses, litigation, increased
costs, regulatory penalties and/or customer dissatisfaction or loss.

RISKS RELATED TO OUR INVESTMENTS GENERALLY

Our investments are very risky and highly speculative.

We invest primarily in senior secured term loans and select equity investments issued by companies, some
of which are highly leveraged. The majority of senior secured loans are SBA 7(a) loans and the majority of
equity investments are comprised of controlled affiliate equity investments.

Senior Secured Loans. There is a risk that the collateral securing our loans, in most cases real estate,
may decrease in value over time, may be difficult to sell in a timely manner, may be difficult to appraise and
may fluctuate in value based upon the success of the business and market conditions, including as a result of the
inability of the portfolio company to raise additional capital, and, in some circumstances, our lien could be
subordinated to claims of other creditors. In addition, deterioration in a portfolio company’s financial condition
and prospects, including its inability to raise additional capital, may be accompanied by deterioration in the
value of the collateral for the loan. Consequently, the fact that a loan is secured does not guarantee that we will
receive principal and interest payments according to the loan’s terms, or at all, or that we will be able to collect
on the loan should we be forced to enforce our remedies. In some cases we may take second lien position on
additional business or personal assets to secure further our first lien positions.

Equity Investments. 'We occasionally invest directly in the equity securities of portfolio companies. The
equity interests we receive may not appreciate in value and, in fact, may decline in value. Accordingly, we may
not be able to realize gains from our equity interests, and any gains that we do realize on the disposition of any
equity interests may not be sufficient to offset any other losses we experience.

In addition, investing in SMBs involves a number of significant risks, including:

. these companies may have limited financial resources and may be unable to meet their obligations
under their debt securities that we hold, which may be accompanied by a deterioration in the value
of any collateral and a reduction in the likelihood of us realizing any guarantees we may have
obtained in connection with our investment;

. they typically have shorter operating histories, narrower product lines and smaller market shares
than larger businesses, which tend to render them more vulnerable to competitors’ actions and
market conditions, as well as general economic downturns;

. they are more likely to depend on the management talents and efforts of a small group of persons;
therefore, the death, disability, resignation or termination of one or more of these persons could
have a material adverse impact on our portfolio company and, in turn, on us;

. they generally have less predictable operating results, may from time to time be parties to litigation,
may be engaged in rapidly changing businesses with products subject to a substantial risk of
obsolescence, and may require substantial additional capital to support their operations, finance
expansion or maintain their competitive position;

. they may have difficulty accessing the capital markets to meet future capital needs, which may limit
their ability to grow or to repay their outstanding indebtedness upon maturity; and

. our executive officers and directors may, in the ordinary course of business, be named as defendants
in litigation arising from our investments in the portfolio companies.
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An investment strategy focused primarily on smaller privately held companies involves a high degree of risk
and presents certain challenges, including the lack of available information about these companies, a
dependence on the talents and efforts of only a few key portfolio company personnel and a greater
vulnerability to economic downturns.

Our portfolio consists primarily of debt and equity investments in smaller privately-owned companies.
Investing in these types of companies involves a number of significant risks. Typically, the debt in which we
invest is not initially rated by any rating agency; however, we believe that if such investments were rated, they
would be below investment grade. Below investment grade securities, which are often referred to as “high
yield” or “junk,” have predominantly speculative characteristics with respect to the issuer’s capacity to pay
interest and repay principal. Compared to larger publicly-owned companies, these small companies may be in a
weaker financial position and experience wider variations in their operating results, which may make them more
vulnerable to economic downturns. Typically, these companies need more capital to compete; however, their
access to capital is limited and their cost of capital is often higher than that of their competitors. Our portfolio
companies often face intense competition from larger companies with greater financial, technical and marketing
resources and their success typically depends on the managerial talents and efforts of an individual or a small
group of persons. Therefore, any loss of its key employees could affect a portfolio company’s ability to compete
effectively and harm its financial condition. Further, some of these companies conduct business in regulated
industries that are susceptible to regulatory changes. These factors could impair the cash flow of our portfolio
companies and result in other events, such as bankruptcy. These events could limit a portfolio company’s ability
to repay its obligations to us, which may have an adverse effect on the return on, or the recovery of, our
investment in these businesses. Deterioration in a borrower’s financial condition and prospects may be
accompanied by deterioration in the value of the loan’s collateral.

Generally, little public information exists about these companies, and we are required to rely on the ability
of our Senior Lending Team and our Executive Committee to obtain adequate information to evaluate the
potential returns from investing in these companies. If we are unable to uncover all material information about
these companies, we may not make a fully informed investment decision, and we may lose money on our
investments. Also, privately held companies frequently have less diverse product lines and smaller market
presence than larger competitors. These factors could adversely affect our investment returns as compared to
companies investing primarily in the securities of public companies.

Our investments in leveraged portfolio companies may be risky, and you could lose all or part of your
investment.

Investment in leveraged companies involves a number of significant risks. Leveraged companies in which
we invest may have limited financial resources and may be unable to meet their obligations under their loans
and debt securities that we hold. Such developments may be accompanied by deterioration in the value of any
collateral and a reduction in the likelihood of our realizing any guarantees that we may have obtained in
connection with our investment. Smaller leveraged companies also may have less predictable operating results
and may require substantial additional capital to support their operations, finance their expansion or maintain
their competitive position.

Our portfolio companies may incur debt that ranks equally with, or senior to, our investments in such
companies.

Our portfolio companies may have, or may be permitted to incur, other debt that ranks equally with, or in
some cases senior to, the debt in which we invest. By their terms, such debt instruments may entitle the holders
to receive payment of interest or principal on or before the dates on which we are entitled to receive payments
with respect to the debt instruments in which we invest. Also, in the event of insolvency, liquidation,
dissolution, reorganization or bankruptcy of a portfolio company, holders of debt instruments ranking senior to
our investment in that portfolio company would typically be entitled to receive payment in full before we
receive any distribution. After repaying such senior creditors, such portfolio company may not have sufficient
remaining assets to repay its obligation to us. In the case of debt ranking equally with debt instruments in which
we invest, we would have to share on an equal basis any distributions with other creditors holding such debt in
the event of an insolvency, liquidation, dissolution, reorganization or bankruptcy of the relevant portfolio
company.
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Second priority liens on collateral securing loans that we make to our portfolio companies may be subject to
control by senior creditors with first priority liens. If there is a default, the value of the collateral may not be
sufficient to repay in full both the first priority creditors and us.

Certain loans that we make are secured by a second priority security interest in the same collateral
pledged by a portfolio company to secure senior first lien debt owed by the portfolio company to commercial
banks or other traditional lenders. Often the senior lender has procured covenants from the portfolio company
prohibiting the incurrence of additional secured debt without the senior lender’s consent. Prior to and as a
condition of permitting the portfolio company to borrow money from us secured by the same collateral pledged
to the senior lender, the senior lender will require assurances that it will control the disposition of any collateral
in the event of bankruptcy or other default. In many such cases, the senior lender will require us to enter into an
“intercreditor agreement” prior to permitting the portfolio company to borrow from us. Typically the
intercreditor agreements we will be requested to expressly subordinate our debt instruments to those held by the
senior lender and further provide that the senior lender shall control: (1) the commencement of foreclosure or
other proceedings to liquidate and collect on the collateral; (2) the nature, timing and conduct of foreclosure or
other collection proceedings; (3) the amendment of any collateral document; (4) the release of the security
interests in respect of any collateral; and (5) the waiver of defaults under any security agreement. Because of the
control we may cede to senior lenders under intercreditor agreements we may enter, we may be unable to realize
the proceeds of any collateral securing some of our loans.

If we make subordinated investments, the obligors or the portfolio companies may not generate sufficient
cash flow to service their debt obligations to us.

‘We may make subordinated investments that rank below other obligations of the obligor in right of
payment. Subordinated investments are subject to greater risk of default than senior obligations as a result of
adverse changes in the financial condition of the obligor or economic conditions in general. If we make a
subordinated investment in a portfolio company, the portfolio company may be highly leveraged, and its
relatively high debt-to-equity ratio may create increased risks that its operations might not generate sufficient
cash flow to service all of its debt obligations.

The disposition of our investments may result in contingent liabilities.

We currently expect that substantially all of our investments will involve loans and private securities. In
connection with the disposition of an investment in loans and private securities, we may be required to make
representations about the business and financial affairs of the portfolio company typical of those made in
connection with the sale of a business. We may also be required to indemnify the purchasers of such investment
to the extent that any such representations turn out to be inaccurate or with respect to potential liabilities. These
arrangements may result in contingent liabilities that ultimately result in funding obligations that we must
satisfy through our return of distributions previously made to us.

There may be circumstances where our debt investments could be subordinated to claims of other creditors
or we could be subject to lender liability claims.

Even though we may have structured certain of our investments as secured loans, if one of our portfolio
companies were to go bankrupt, depending on the facts and circumstances, and based upon principles of
equitable subordination as defined by existing case law, a bankruptcy court could subordinate all or a portion of
our claim to that of other creditors and transfer any lien securing such subordinated claim to the bankruptcy
estate. The principles of equitable subordination defined by case law have generally indicated that a claim may
be subordinated only if its holder is guilty of misconduct or where the senior loan is re-characterized as an
equity investment and the senior lender has actually provided significant managerial assistance to the bankrupt
debtor. We may also be subject to lender liability claims for actions taken by us with respect to a borrower’s
business or instances where we exercise control over the borrower. It is possible that we could become subject
to a lender’s liability claim, including as a result of actions taken in rendering significant managerial assistance
or actions to compel and collect payments from the borrower outside the ordinary course of business.

Economic recessions could impair our portfolio companies and harm our operating results.

Certain of our portfolio companies may be susceptible to an economic downturn and may be unable to
repay our loans during this period. Therefore, assets may become non-performing and the value of our portfolio
may decrease during this period. The adverse economic conditions also may decrease the value of collateral
securing
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some of our loans and the value of our equity investments. A recession could lead to financial losses in our
portfolio and a decrease in revenues, net income and the value of our assets.

The lack of liquidity in our investments may adversely affect our business.

We generally invest in companies whose securities are not publicly traded, and whose securities will be
subject to legal and other restrictions on resale or will otherwise be less liquid than publicly traded securities.
There is no established trading market for the securities in which we invest. The illiquidity of these investments
may make it difficult for us to sell these investments when desired. In addition, if we are required to liquidate all
or a portion of our portfolio quickly, we may realize significantly less than the value at which we had previously
recorded these investments. As a result, we do not expect to achieve liquidity in our investments in the near-
term. Further, we may face other restrictions on our ability to liquidate an investment in a portfolio company to
the extent that we have material non-public information regarding such portfolio company.

Our failure to make follow-on investments in our portfolio companies could impair the value of our
portfolio.

Following an initial investment in a portfolio company, we may make additional investments in that
portfolio company as “follow-on” investments, in order to: (1) increase or maintain in whole or in part our
equity ownership percentage; (2) exercise warrants, options or convertible securities that were acquired in the
original or a subsequent financing; or (3) attempt to preserve or enhance the value of our investment. We may
elect not to make follow-on investments or otherwise lack sufficient funds to make those investments. We will
have the discretion to make any follow-on investments, subject to the availability of capital resources. The
failure to make follow-on investments may, in some circumstances, jeopardize the continued viability of a
portfolio company and our initial investment, or may result in a missed opportunity for us to increase our
participation in a successful operation. Even if we have sufficient capital to make a desired follow-on
investment, we may elect not to make a follow-on investment because we do not want to increase our
concentration of risk, we prefer other opportunities, we are subject to BDC requirements that would prevent
such follow-on investments, or the follow-on investment would affect our qualification as a RIC.

Our portfolio may lack diversification among portfolio companies which may subject us to a risk of
significant loss if one or more of these companies default on its obligations under any of its debt instruments.

Our portfolio holds a limited number of controlled affiliate portfolio companies. Beyond the asset
diversification requirements associated with our qualification as a RIC under the Code, we do not have fixed
guidelines for diversification, and our investments may be concentrated in relatively few companies. As our
portfolio is less diversified than the portfolios of some larger funds, we are more susceptible to failure if a single
loan fails. Similarly, the aggregate returns we realize may be significantly adversely affected if a small number
of investments perform poorly or if we need to write down the value of any one investment.

We are a non-diversified investment company within the meaning of the 1940 Act, and therefore we may
invest a significant portion of our assets in a relatively small number of issuers, which subjects us to a risk of
significant loss if any of these issuers defaults on its obligations under any of its debt instruments or as a
result of a downturn in the particular industry.

We are classified as a non-diversified investment company within the meaning of the 1940 Act, and
therefore we may invest a significant portion of our assets in a relatively small number of issuers in a limited
number of industries. As of March 31, 2019, our three largest investments, NMS, NTS and NBC equaled
approximately 17%, 2% and 2%, respectively, of the fair value of our total assets. Beyond the asset
diversification requirements associated with our qualification as a RIC, we do not have fixed guidelines for
diversification, and while we are not targeting any specific industries, relatively few industries may become
significantly represented among our investments. To the extent that we assume large positions in the securities
of a small number of issuers, our net asset value may fluctuate to a greater extent than that of a diversified
investment company as a result of changes in the financial condition or the market’s assessment of the issuer,
changes in fair value over time or a downturn in any particular industry. We may also be more susceptible to
any single economic or regulatory occurrence than a diversified investment company.
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Our portfolio may be concentrated in a limited number of industries, which may subject us to a risk of
significant loss if there is a downturn in a particular industry in which a number of our investments are
concentrated.

Our portfolio may be concentrated in a limited number of industries. A downturn in any particular
industry in which we are invested could significantly impact the aggregate returns we realize. If an industry in
which we have significant investments suffers from adverse business or economic conditions, as these industries
have to varying degrees, a material portion of our investment portfolio could be affected adversely, which, in
turn, could adversely affect our financial position and results of operations.

Because we may not hold controlling equity interests in certain of our portfolio companies, we may not be in
a position to exercise control over our portfolio companies or to prevent decisions by management of our
portfolio companies that could decrease the value of our investments.

We do not currently hold controlling equity positions in the majority of our portfolio companies where our
investments are in the form of debt, particularly SBA loans. As a result, we are subject to the risk that a
portfolio company may make business decisions with which we disagree, and that the management and/or
stockholders of a portfolio company may take risks or otherwise act in ways that are adverse to our interests.
Due to the lack of liquidity of the debt and equity investments that we typically hold in our portfolio companies,
we may not be able to dispose of our investments in the event we disagree with the actions of a portfolio
company and may therefore suffer a decrease in the value of our investments.

Defaults by our portfolio companies will harm our operating results.

A portfolio company’s failure to satisfy financial or operating covenants imposed by us or other lenders
could lead to defaults and, potentially, termination of its loans and foreclosure on its secured assets, which could
trigger cross-defaults under other agreements and jeopardize our portfolio company’s ability to meet its
obligations under the debt securities that we hold. We may incur expenses to the extent necessary to seek
recovery upon default or to negotiate new terms with a defaulting portfolio company. Any extension or
restructuring of our loans could adversely affect our cash flows. In addition, if one of our portfolio companies
were to go bankrupt, even though we may have structured our interest as senior debt, depending on the facts and
circumstances, including the extent to which we actually provided managerial assistance to that portfolio
company, a bankruptcy court might recharacterize our debt holding and subordinate all or a portion of our claim
to that of other creditors. If any of these occur, it could materially and adversely affect our operating results and
cash flows.

If we and our portfolio companies are unable to protect our intellectual property rights, our business and
prospects could be harmed, and if we and our portfolio companies are required to devote significant
resources to protecting their intellectual property rights, the value of our investment could be reduced.

The proprietary software essential to our business and that of our controlled portfolio companies is owned
by us and made available to them for their use. Our future success and competitive position will depend in part
upon our ability to maintain and protect proprietary technology used in our products and services. We will rely,
in part, on patent, trade secret and trademark law to protect that technology, but competitors may misappropriate
our intellectual property, and disputes as to ownership of intellectual property may arise. We may, from time to
time, be required to institute litigation to enforce the patents, copyrights or other intellectual property rights,
protect trade secrets, determine the validity and scope of the proprietary rights of others or defend against
claims of infringement. Such litigation could result in substantial costs and diversion of resources.

Prepayments of our debt investments by our portfolio companies could adversely impact our results of
operations and reduce our return on equity.

We will be subject to the risk that the investments we make in our portfolio companies may be repaid
prior to maturity; most of our SBA loans do not carry prepayment penalties. When this occurs, we will
generally reinvest these proceeds in temporary investments or repay outstanding debt, depending on future
investment in new portfolio companies. Temporary investments will typically have substantially lower yields
than the debt being prepaid and we could experience significant delays in reinvesting these amounts. Any future
investment in a new portfolio company may also be at lower yields than the debt that was repaid. As a result,
our results of operations could be materially
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adversely affected if one or more of our portfolio companies elect to prepay amounts owed to us. Additionally,
prepayments could negatively impact our return on equity, which could result in a decline in the market price of
our securities.

We may not realize gains from our equity investments.

Certain investments that we may make in the future include warrants or other equity securities.
Investments in equity securities involve a number of significant risks, including the risk of further dilution as a
result of additional issuances, inability to access additional capital and failure to pay current distributions.
Investments in preferred securities involve special risks, such as the risk of deferred distributions, credit risk,
illiquidity and limited voting rights. In addition, we may from time to time make non-control, equity
investments in portfolio companies. Our goal is ultimately to realize gains upon our disposition of such equity
interests. However, the equity interests we receive may not appreciate in value and, in fact, may decline in
value. Accordingly, we may not be able to realize gains from our equity interests, and any gains that we do
realize on the disposition of any equity interests may not be sufficient to offset any other losses we experience.

We also may be unable to realize any value if a portfolio company does not have a liquidity event, such as
a sale of the business, recapitalization or public offering, which would allow us to sell the underlying equity
interests. We will often seek puts or similar rights to give us the right to sell our equity securities back to the
portfolio company issuer. We may be unable to exercise these puts rights for the consideration provided in our
investment documents if the issuer is in financial distress.

We may expose ourselves to risks if we engage in hedging transactions.

If we engage in hedging transactions, we may expose ourselves to certain risks associated with such
transactions. We may utilize instruments such as forward contracts, currency options and interest rate swaps,
caps, collars and floors to seek to hedge against fluctuations in the relative values of our portfolio positions from
changes in currency exchange rates and market interest rates. Hedging against a decline in the values of our
portfolio positions does not eliminate the possibility of fluctuations in the values of such positions or prevent
losses if the values of such positions decline. However, such hedging can establish other positions designed to
gain from those same developments, thereby offsetting the decline in the value of such portfolio positions. Such
hedging transactions may also limit the opportunity for gain if the values of the underlying portfolio positions
increase. It may not be possible to hedge against an exchange rate or interest rate fluctuation that is so generally
anticipated that we are not able to enter into a hedging transaction at an acceptable price. Moreover, for a
variety of reasons, we may not seek to establish a perfect correlation between such hedging instruments and the
portfolio holdings being hedged. Any such imperfect correlation may prevent us from achieving the intended
hedge and expose us to risk of loss. In addition, it may not be possible to hedge fully or perfectly against
currency fluctuations affecting the value of securities denominated in non-U.S. currencies because the value of
those securities is likely to fluctuate as a result of factors not related to currency fluctuations.

An increase in non-performing assets would reduce our income and increase our expenses.

If our level of non-performing assets in our SBA lending business rises in the future, it could adversely
affect our investment income and earnings. Non-performing assets are primarily loans on which borrowers are
not making their required payments. Non-performing assets also include loans that have been restructured to
permit the borrower to have smaller payments and real estate that has been acquired through foreclosure of
unpaid loans. To the extent that our financial assets are non-performing, we will have less cash available for
lending and other activities.

If the assets securing the loans that we make decrease in value, then we may lack sufficient collateral to
cover losses.

To attempt to mitigate credit risks, we will typically take a security interest in the available assets of our
portfolio companies. There is no assurance that we will obtain or properly perfect our liens. There is a risk that
the collateral securing our loans may decrease in value over time, may be difficult to sell in a timely manner,
may be difficult to appraise and may fluctuate in value based upon the success of the business and market
conditions, including as a result of the inability of a portfolio company to raise additional capital. In some
circumstances, our lien could be subordinated to claims of other creditors. Consequently, the fact that a loan is
secured does not
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guarantee that we will receive principal and interest payments according to the loan’s terms, or that we will be
able to collect on the loan should we be forced to enforce our remedies.

In addition, because we may invest in technology-related companies, a substantial portion of the assets
securing our investment may be in the form of intellectual property, if any, inventory and equipment and, to a
lesser extent, cash and accounts receivable. Intellectual property, if any, that is securing our loan could lose
value if, among other things, the company’s rights to the intellectual property are challenged or if the company’s
license to the intellectual property is revoked or expires, the technology fails to achieve its intended results or a
new technology makes the intellectual property functionally obsolete. Inventory may not be adequate to secure
our loan if our valuation of the inventory at the time that we made the loan was not accurate or if there is a
reduction in the demand for the inventory.

Similarly, any equipment securing our loan may not provide us with the anticipated security if there are
changes in technology or advances in new equipment that render the particular equipment obsolete or of limited
value, or if the company fails to adequately maintain or repair the equipment. Any one or more of the preceding
factors could materially impair our ability to recover principal in a foreclosure.

We could be adversely affected by weakness in the residential housing and commercial real estate markets.

Continued weakness in residential home and commercial real estate values could impair our ability to
collect on defaulted SBA loans as real estate is pledged in many of our SBA loans as part of the collateral
package.

Changes to United States tariff and import/export regulations may have a negative effect on our portfolio
companies and, in turn, harm us.

There has been on-going discussion and commentary regarding potential significant changes to United
States trade policies, treaties and tariffs. The current administration, along with Congress, has created
significant uncertainty about the future relationship between the United States and other countries with respect
to the trade policies, treaties and tariffs. These developments, or the perception that any of them could occur,
may have a material adverse effect on global economic conditions and the stability of global financial markets,
and may significantly reduce global trade and, in particular, trade between the impacted nations and the United
States. Any of these factors could depress economic activity and restrict our portfolio companies’ access to
suppliers or customers and have a material adverse effect on their business, financial condition and results of
operations, which in turn would negatively impact us.

The Company is a Guarantor on a number of credit facilities entered into by certain of its subsidiaries and
controlled portfolio companies

As discussed further herein, the Company is a guarantor on credit facilities entered into by NSBF, NBL,
NMS and NBC with various lenders. If any of these borrowers default on these lines of credit, we would be
required to make payments under the guarantees, which could cause us to increase the amount of leverage that
we incur, and could have a material adverse effect on our financial condition and results of operations. See
“Risk Factors — Risks Related to Our Business and Structure — Because we borrow money, the potential for
loss on amounts invested in us is magnified and may increase the risk of investing in us.”
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RISKS RELATED TO OUR CONTROLLED PORTFOLIO COMPANIES — NEWTEK MERCHANT
SOLUTIONS (NMS)

We could be adversely affected if either of NMS’ two bank sponsors is terminated.

Because NMS is not a bank, it is unable to belong to and directly access the Visa® and MasterCard®
bankcard associations. The Visa® and MasterCard® operating regulations require NMS to be sponsored by a
bank in order to process bankcard transactions. A bank sponsorship is an agreement under which a financial
institution that has a membership with MasterCard®, Visa® or American Express sponsors an independent sales
organization, like NMS, that markets credit card processing services to merchants who accept credit cards as a
form of payment, gains access to the Visa®, MasterCard®, and American Express networks. NMS is currently
sponsored by two banks. If either of the sponsorships is terminated, and NMS is not able to secure or transfer
the respective merchant portfolio to a new bank sponsor or sponsors, the business, financial condition, results of
operations and cash flows of the electronic payment processing business could be materially adversely affected.
If both the sponsorships are terminated and NMS is unable to secure a bank sponsor for the merchant portfolios,
it will not be able to process bankcard transactions for the affected portfolios. Consequently, the loss of both of
NMS’ sponsorships would have a material adverse effect on our business. Furthermore, NMS’ agreements with
sponsoring banks gives the sponsoring banks substantial discretion in approving certain elements of its business
practices, including its solicitation, application and qualification procedures for merchants, the terms of their
agreements with merchants, the processing fees that they charge, their customer service levels and its use of
independent sales organizations and independent sales agents. We cannot guarantee that NMS’ sponsoring
banks’ actions under these agreements would not be detrimental to us.

Other service providers, some of whom are NMS’ competitors, are necessary for the conduct of NMS’
business. The termination by service providers of these arrangements with NMS or their failure to perform these
services efficiently and effectively may adversely affect NMS’ relationships with the merchants whose accounts
it serves and may cause those merchants to terminate their processing agreements with NMS.

If NMS or its processors or bank sponsors fail to adhere to the standards of the Visa® and MasterCard®
bankcard associations, its registrations with these associations could be terminated and it could be required
to stop providing payment processing services for Visa® and MasterCard®.

Substantially all of the transactions NMS processes involve Visa® or MasterCard®. If NMS, its bank
sponsors or its processors fail to comply with the applicable requirements of the Visa® and MasterCard®
bankcard associations, Visa® or MasterCard® could suspend or terminate its registration. The termination of
NMS’ registration or any changes in the Visa® or MasterCard® rules that would impair its registration could
require it to stop providing payment processing services, which would have a material adverse effect on its
business and could be detrimental to us.

On occasion, NMS experiences increases in interchange and sponsorship fees. If it cannot pass along these
increases to its merchants, its profit margins will be reduced.

NMS pays interchange fees or assessments to bankcard associations for each transaction it processes
using their credit, debit and gift cards. From time to time, the bankcard associations increase the interchange
fees that they charge processors and the sponsoring banks, which generally pass on such increases to NMS.
From time to time, the sponsoring banks increase their fees as well. If NMS is not able to pass these fee
increases along to merchants through corresponding increases in its processing fees, its profit margins in this
line of business will be reduced.

Unauthorized disclosure of merchant or cardholder data, whether through breach of NMS’ computer
systems or otherwise, could expose NMS to liability and business losses.

NMS collects and stores sensitive data about merchants and cardholders, and maintains a database of
cardholder data relating to specific transactions, including payment, card numbers and cardholder addresses, in
order to process the transactions and for fraud prevention and other internal processes. If anyone penetrates
NMS’ network security or otherwise misappropriates sensitive merchant or cardholder data, NMS could be
subject to liability or business interruption. While these systems are subject to periodic testing and review, we
cannot guarantee that their systems will not be penetrated in the future. If a breach of NMS’ system occurs,
NMS may be subject to liability,
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including claims for unauthorized purchases with misappropriated card information, impersonation or other
similar fraud claims. Similar risks exist with regard to the storage and transmission of such data by NMS’
processors. In the event of any such a breach, NMS may also be subject to a class action lawsuit. SMBs are less
prepared for the complexities of safeguarding cardholder data than their larger counterparts. In the event of
noncompliance by a customer of card industry rules, NMS could face fines from payment card networks. There
can be no assurance that NMS would be able to recover any such fines from such customer.

NMS is liable if its processing merchants refuse or cannot reimburse charge-backs resolved in favor of their
customers.

If a billing dispute between a merchant and a cardholder is not ultimately resolved in favor of the
merchant, the disputed transaction is “charged back” to the merchant’s bank and credited to the account of the
cardholder. If NMS or its processing banks are unable to collect the charge-back from the merchant’s account,
or if the merchant refuses or is financially unable due to bankruptcy or other reasons to reimburse the
merchant’s bank for the charge-back, NMS must bear the loss for the amount of the refund paid to the
cardholder’s bank. Most of NMS’ merchants deliver products or services when purchased, so a contingent
liability for charge-backs is unlikely to arise, and credits are issued on returned items. However, some of its
merchants do not provide services until sometime after a purchase, which increases the potential for contingent
liability and future charge-backs. NMS and the sponsoring bank can require that merchants maintain cash
reserves under its control to cover charge-back liabilities but such reserves may not be sufficient to cover the
liability or may not even be available to them in the event of a bankruptcy or other legal action.

NMS has potential liability for customer or merchant fraud.

Credit card fraud occurs when a merchant’s customer uses a stolen card (or a stolen card number in a
card-not-present transaction) to purchase merchandise or services. In a traditional card-present transaction, if the
merchant swipes the card, receives authorization for the transaction from the card issuing bank and verifies the
signature on the back of the card against the paper receipt signed by the customer, the card issuing bank remains
liable for any loss. In a fraudulent card-not-present transaction, even if the merchant receives authorization for
the transaction, the merchant is liable for any loss arising from the transaction. Many NMS customers are small
and transact a substantial percentage of their sales over the Internet or by telephone or mail orders. Because
their sales are card-not-present transactions, these merchants are more vulnerable to customer fraud than larger
merchants, and NMS could experience charge-backs arising from cardholder fraud more frequently with these
merchants.

Merchant fraud occurs when a merchant, rather than a customer, knowingly uses a stolen or counterfeit
card or card number to record a false sales transaction or intentionally fails to deliver the merchandise or
services sold in an otherwise valid transaction. Anytime a merchant is unable to satisfy a charge-back, NMS is
ultimately responsible for that charge-back unless it has required that a cash reserve be established. We cannot
assure that the systems and procedures NMS has established to detect and reduce the impact of merchant fraud
are or will be effective. Failure to effectively manage risk and prevent fraud could increase NMS charge-back
liability and adversely affect its results of operations.

NMS payment processing systems may fail due to factors beyond its control, which could interrupt its
business or cause it to lose business and likely increase costs.

NMS depends on the uninterrupted operations of our computer network systems, software and its
processors’ data centers. Defects in these systems or damage to them due to factors beyond its control could
cause severe disruption to NMS’ business and other material adverse effects on its payment processing
businesses.

The electronic payment processing business is undergoing very rapid technological changes which may
make it difficult or impossible for NMS to compete effectively.

The introduction of new technologies, primarily mobile payment capabilities, and the entry into the
payment processing market of new competitors, Apple, Inc., for example, could dramatically change the
competitive environment and require significant changes and costs for NMS to remain competitive. There is no
assurance that NMS will have the capability to stay competitive with such changes.

40




NMS and others in the payment processing industry have come under increasing pressures from various
regulatory agencies seeking to use the leverage of the payment processing business to limit or modify the
practices of merchants which could lead to increased costs.

Various agencies, particularly the Federal Trade Commission (“FTC”), have within the past few years
attempted to pressure merchants to discontinue or modify various sales or other practices. As a part of the
payment processing industry, processors such as NMS could experience pressure and/or litigation aimed at
restricting access to credit card sales by such merchants. These efforts could cause an increase in the cost to
NMS of doing business or otherwise make its business less profitable and may subject NMS to assess penalties
for not taking actions deemed sufficiently aggressive to limit such practices. As a result of a prior litigation with
the FTC, NMS voluntarily entered into, and is presently operating under, a permanent injunction with respect to
certain of its business practices.

Increased regulatory focus on the payments industry may result in costly new compliance burdens on NMS’
clients and on NMS itself, leading to increased costs and decreased payments volume and revenues.

Regulation of the payments industry has increased significantly in recent years. Complying with these and
other regulations increases costs and can reduce revenue opportunities. Similarly, the impact of such regulations
on clients may reduce the volume of payments processed. Moreover, such regulations can limit the types of
products and services that are offered. Any of these occurrences can materially and adversely affect NMS’
business, prospects for future growth, financial condition and results of operations.

Examples include:

. Data Protection and Information Security. Aspects of NMS’ operations and business are subject to
privacy and data protection regulation. NMS’ financial institution clients are subject to similar
requirements under the guidelines issued by the federal banking agencies. In addition, many
individual states have enacted legislation requiring consumer notification in the event of a security
breach.

. Anti-Money Laundering and Anti-Terrorism Financing. The U.S.A. PATRIOT Act requires NMS
to maintain an anti-money laundering program. Sanctions imposed by the U.S. Treasury Office of
Foreign Assets Control, or OFAC, restrict NMS from dealing with certain parties considered to be
connected with money laundering, terrorism or narcotics. NMS has controls in place designed to
ensure OFAC compliance, but if those controls should fail, it could be subject to penalties,
reputational damage and loss of business.

. Money Transfer Regulations. As NMS expands its product offerings, it may become subject to
money transfer regulations, increasing regulatory oversight and costs of compliance.

. Formal Investigation. If NMS is suspected of violating government statutes, such as the Federal
Trade Commission Act or the Telemarketing and Consumer Fraud and Abuse Prevention Act,
governmental agencies may formally investigate NMS. As a result of such a formal investigation,
criminal or civil charges could be filed against NMS and it could be required to pay significant fines
or penalties in connection with such investigation or other governmental investigations. Any
criminal or civil charges by a governmental agency, including any fines or penalties, could
materially harm NMS’ business, results of operations, financial position and cash flows. As a result
of a prior litigation with the FTC, NMS voluntarily entered into, and is presently operating under, a
permanent injunction with respect to certain of its business practices.

RISKS RELATED TO OUR CONTROLLED PORTFOLIO COMPANIES — NEWTEK
TECHNOLOGY SOLUTIONS (NTS)

NTS operates in a highly competitive industry in which technological change can be rapid.

The information technology business and its related technology involve a broad range of rapidly changing
technologies. NTS equipment and the technologies on which it is based may not remain competitive over time,
and others may develop superior technologies that render its products non-competitive, without significant
additional capital expenditures. Some of NTS’ competitors are significantly larger and have substantially
greater market presence as well as greater financial, technical, operational, marketing and other resources and
experience than
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NTS. In the event that such a competitor expends significant sales and marketing resources in one or several
markets, NTS may not be able to compete successfully in such markets. We believe that competition will
continue to increase, placing downward pressure on prices. Such pressure could adversely affect NTS gross
margins if it is not able to reduce its costs commensurate with such price reductions. There can be no assurances
that NTS will remain competitive.

NTS’ technology solutions business depends on the efficient and uninterrupted operation of its computer and
communications hardware systems and infrastructure.

Despite precautions taken by NTS against possible failure of its systems, interruptions could result from
natural disasters, power loss, the inability to acquire fuel for its backup generators, telecommunications failure,
terrorist attacks and similar events. NTS also leases telecommunications lines from local, regional and national
carriers whose service may be interrupted. NTS’ business, financial condition and results of operations could be
harmed by any damage or failure that interrupts or delays its operations. There can be no assurance that NTS’
insurance will cover all of the losses or compensate NTS for the possible loss of clients occurring during any
period that NTS is unable to provide service.

NTS’ inability to maintain the integrity of its infrastructure and the privacy of confidential information
would materially affect its business.

The NTS infrastructure is potentially vulnerable to physical or electronic break-ins, viruses or similar
problems. If its security measures are circumvented, it could jeopardize the security of confidential information
stored on NTS’ systems, misappropriate proprietary information or cause interruptions in NTS’ operations. NTS
may be required to make significant additional investments and efforts to protect against or remedy security
breaches. Security breaches that result in access to confidential information could damage NTS’ and our
reputation and expose us to a risk of loss or liability. The security services that NTS offers in connection with
customers’ networks cannot assure complete protection from computer viruses, break-ins and other disruptive
problems. The occurrence of these problems may result in claims against NTS or us or liability on our part.
These claims, regardless of their ultimate outcome, could result in costly litigation and could harm our business
and reputation and impair NTS’ ability to attract and retain customers.

NTS could be adversely affected by information security breaches or cyber security attacks.

NTS’ web and cloud services involve the storage and transmission of its customers’ and our customers’,
employees’, and portfolio companies’ proprietary information. NTS’ business relies on its digital technologies,
computer and email systems, software, and networks to conduct its operations. NTS’ technologies, systems and
networks may become the target of criminal cyber-attacks or information security breaches that could result in
the unauthorized release, gathering, monitoring, misuse, loss or destruction of confidential, proprietary and
other information of NTS or third parties with whom NTS deals, or otherwise disrupt its and our or our
customers’ or other third parties’ business operations. It is critical to NTS’ business strategy that its facilities
and infrastructure remain secure and are perceived by the marketplace to be secure. Although NTS believes it
employs appropriate security technologies, NTS cannot guarantee that the security technologies (including data
encryption processes, intrusion detection systems) it employs or, the comprehensive risk assessments it
conducts, or its other internal control procedures will assure the security of its and our customers’ data. If NTS’
security measures are breached as a result of third-party action, employee error or otherwise, and as a result, its
and our customers’ data becomes available to unauthorized parties, NTS, us and our other portfolio companies
could incur liability and its reputation would be damaged, which could lead to the loss of current and potential
customers. In addition, NTS will be required to expend significant capital and other resources to detect, remedy,
protect against or alleviate breaches of its network and security, and it may not be able to remedy these
problems in a timely manner, or at all. Because techniques used by outsiders to obtain unauthorized network
access or to sabotage systems change frequently and generally are not recognized until launched against a
target, NTS may be unable to anticipate these techniques or implement adequate preventative measures. For
example, in early 2018 an unauthorized third party misappropriated three of NTS’ domain names. NTS’
management and forensic investigators determined that attackers compromised a portion of NTS’ shared
webhosting system, and may have acquired certain customer information limited to NTS’ shared webhosting
customers, and/or gained access to certain of its shared webhosting servers. In response, NTS has taken a range
of steps designed to further secure its systems, enhance its security protections, enhance access
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controls, and prevent future unauthorized activity. However, there can be no assurance that these steps will
assure the security of NTS’ and our customers’ data.

NTS’ business depends on Microsoft Corporation and others for the licenses to use software as well as other
intellectual property in the managed technology solutions business.

NTS’ managed technology business is built on technological platforms relying on the Microsoft
Windows® products and other intellectual property that NTS currently licenses. As a result, if NTS is unable to
continue to have the benefit of those licensing arrangements or if the products upon which its platform is built
become obsolete, its business could be materially and adversely affected.

RISKS RELATED TO OUR CONTROLLED PORTFOLIO COMPANIES — NEWTEK INSURANCE
AGENCY (NIA)

NIA depends on third parties, particularly property and casualty insurance companies, to supply the
products marketed by its agents.

NIA contracts with property and casualty insurance companies typically provide that the contracts can be
terminated by the supplier without cause. NIA’s inability to enter into satisfactory arrangements with these
suppliers or the loss of these relationships for any reason would adversely affect the results of its insurance
business. Also, NIA’s inability to obtain these products at competitive prices could make it difficult for it to
compete with larger and better capitalized providers of such insurance services.

If NIA fails to comply with government regulations, its insurance agency business would be adversely
dffected.

NIA insurance agency business is subject to comprehensive regulation in the various states in which it
conducts business. NIA’s success will depend in part upon its ability to satisfy these regulations and to obtain
and maintain all required licenses and permits. NIA’s failure to comply with any statutes and regulations could
have a material adverse effect on it. Furthermore, the adoption of additional statutes and regulations, changes in
the interpretation and enforcement of current statutes and regulations could have a material adverse effect on it.

NIA does not have any control over the commissions it earns on the sale of insurance products which are
based on premiums and commission rates set by insurers and the conditions prevalent in the insurance
market.

NIA earns commissions on the sale of insurance products. Commission rates and premiums can change
based on the prevailing economic and competitive factors that affect insurance underwriters. In addition, the
insurance industry has been characterized by periods of intense price competition due to excessive underwriting
capacity and periods of favorable premium levels due to shortages of capacity. We cannot predict the timing or
extent of future changes in commission rates or premiums or the effect any of these changes will have on the
operations of NIA.

RISKS RELATED TO OUR CONTROLLED PORTFOLIO COMPANIES — NEWTEK PAYROLL
AND BENEFIT SOLUTIONS (NPS)

Unauthorized disclosure of employee data, whether through a cyber-security breach of our computer systems
or otherwise, could expose NPS to liability and business losses.

NPS collects and stores sensitive data about individuals in order to process the transactions and for other
internal processes. If anyone penetrates its network security or otherwise misappropriates sensitive individual
data, NPS could be subject to liability or business interruption. NPS is subject to laws and rules issued by
different agencies concerning safeguarding and maintaining the confidentiality of this information. Its activities
have been, and will continue to be, subject to an increasing risk of cyber-attacks, the nature of which is
continually evolving. Cyber-security risks include unauthorized access to privileged and sensitive customer
information, including passwords and account information of NPS’ customers. While it subjects its data systems
to periodic independent testing and review, NPS cannot guarantee that its systems will not be penetrated in the
future. Experienced computer programmers and hackers may be able to penetrate NPS’ network security, and
misappropriate or compromise our confidential information, create system disruptions, or cause shutdowns. As
a result, NPS’ customers’ information may be lost, disclosed, accessed or taken without its customers’ consent.
If a breach of NPS’ system occurs, it may be subject to liability, including claims for impersonation or other
similar fraud claims. In the event of any such
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breach, NPS may also be subject to a class action lawsuit. Any significant violations of data privacy could result
in the loss of business, litigation and regulatory investigations and penalties that could damage NPS’ reputation,
and the growth of its business could be adversely affected.

NPS is subject to risks surrounding Automated Clearing House (“ACH”) payments.

Credit risk in ACH payments arises when a party to a contract fails to deposit funds required to settle the
contract. This can occur if a client of NPS suffers losses, enters into bankruptcy or defrauds NPS. In such an
event, NPS could bear the financial burden of settling the customer’s contract.

NPS’ systems may be subject to disruptions that could adversely affect its business and reputation.

NPS’ payroll business relies heavily on its payroll, financial, accounting and other data processing
systems. If any of these systems or any of the vendors which supply them fails to operate properly or becomes
disabled even for a brief period of time, NPS could suffer financial loss, a disruption of its business, liability to
clients, regulatory intervention or damage to its reputation. NPS has disaster recovery plans in place to protect
its businesses against natural disasters, security breaches, military or terrorist actions, power or communication
failures or similar events. Despite NPS’ preparations, its disaster recovery plans may not be successful in
preventing the loss of client data, service interruptions, and disruptions to its operations or damage to its
important facilities.

If NPS fails to adapt its technology to meet client needs and preferences, the demand for its services may
diminish.

NPS operates in industries that are subject to rapid technological advances and changing client needs and
preferences. In order to remain competitive and responsive to client demands, NPS continually upgrades,
enhances and expands its existing solutions and services. If NPS fails to respond successfully to technological
challenges, the demand for its services may diminish.

NPS could incur unreimbursed costs or damages due to delays in processing inherent in the banking system.

NPS generally determines the availability of customer (employer) funds prior to making payments to
employees or taxing authorities, and such employer funds are generally transferred in to its accounts prior to
making payments out. Due to the structure of the banking system however, there are times when NPS may make
payroll or tax payments and not immediately receive the funds to do so from the employer. There can be no
assurance that the procedures NPS has in place to prevent these occurrences or mitigate the damages will be
sufficient to prevent loss to its business. In addition, NPS could incur unreimbursed costs or damages due to
delays in processing customer payrolls or payroll taxes in a timely manner.

RISKS RELATED TO OUR CONTROLLED PORTFOLIO COMPANIES — NEWTEK BUSINESS
CREDIT SOLUTIONS (NBC)

An unexpected level of defaults in NBC’s accounts receivables or inventory financing portfolios would
reduce its income and increase its expenses.

If NBC’s level of non-performing assets in its receivable financing or inventory financing business rises
in the future, it could adversely affect its revenue, earnings and cash flow. Non-performing assets primarily
consist of receivables for which the customer has not made timely payment. In certain situations, NBC may
restructure the receivable to permit such a customer to have smaller payments over a longer period of time.
Such a restructuring or non-payment by a receivables or inventory customer will result in lower revenue and
less cash available for NBC’ operational activities.

NBC’s reserve for credit losses may not be sufficient to cover unexpected losses.

NBC'’s business depends on the behavior of its customers. In addition to its credit practices and
procedures, NBC maintains a reserve for credit losses on its accounts receivable and inventory portfolios, which
it has judged to be adequate given the receivables it purchases. NBC periodically reviews its reserve for
adequacy considering current economic conditions and trends, charge-off experience and levels of non-
performing assets, and adjusts its reserve accordingly. However, because of recent unstable economic
conditions, its reserves may prove inadequate, which could have a material adverse effect on its financial
condition and results of operations.
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NBC depends on outside financing to support its receivables financing and inventory financing business.

NBC'’s receivables and inventory financing business depends on outside financing to support its
acquisition of receivables. Termination of the credit lines for any reason would have a material adverse effect on
its business, including but not limited to, the liquidation of its receivables portfolios to pay down the lines. If
funds from such sale were insufficient to completely pay down the line of credit, NBC’s would be responsible
for any short fall. We are a guarantor on the Sterling Receivable and Inventory Facility at NBC. Maximum
borrowings under the Sterling Receivable and Inventory Facility are $22,500,000. The Sterling Receivable and
Inventory Facility matures in February 2020 and automatically renews annually. At March 31, 2019, total
principal owed by NBC was $19,097,000.

We have guaranteed NBC'’s obligations under this facility. If NBC defaults on this line of credit, we would
be required to make payments under the guarantee, which could have a material adverse effect on our financial
condition and results of operations.

In addition, if NBC loses this line of credit and NBC is unable to renew or replace this line of credit, it
would materially impact the business of NBC and have a material adverse effect on its financial condition and
results of operations.

LEGAL PROCEEDINGS — PORTFOLIO COMPANIES

Our portfolio companies may, from time to time, be involved in various legal matters, which may have an
adverse effect on their operations and/or financial condition.

From time to time, we may be subject to legal actions as well as various regulatory, governmental and law
enforcement inquiries, investigations and subpoenas. In any such claims or actions, demands for substantial
monetary damages may be asserted against our portfolio companies and may result in financial liability for us or
an adverse effect on our reputation among investors. We may be unable to accurately estimate our portfolio
companies’ exposure to litigation risk. In regulatory enforcement matters, claims for disgorgement, the
imposition of penalties, and the imposition of other remedial sanctions against our portfolio companies are
possible, and may have a material adverse effect on our results of operations.

As aresult of a prior litigation with the FTC, NMS voluntarily entered into, and is presently operating
under, a permanent injunction with respect to certain of its business practices.

On March 22, 2019, the Company learned that five former employees of its portfolio company banc-serv
were taken into custody in connection with the previously disclosed federal investigation of what the Company
believes to be pre-acquisition conduct of certain former banc-serv employees. As previously disclosed,
subsequent to the Company closing on its $5.4 million investment in banc-serv, banc-serv was served with a
search warrant by the Federal Bureau of Investigation at banc-serv offices in Westfield, Indiana. Banc-serv has
cooperated fully with the authorities during the investigation. As of December 31, 2018, the fair valuation of
banc-serv was $0.00 and presently, banc-serv has no employees. While the outcome of this situation cannot at
this time be predicted with certainty, the Company does not expect that the matter will materially affect the
Company’s financial condition or results of operations.

RISKS RELATED TO OUR CAPCO BUSINESS

The Capco programs and the tax credits they provide are created by state legislation and implemented
through regulation, and such laws and rules are subject to possible action to repeal or retroactively revise the
programs for political, economic or other reasons. Such an attempted repeal or revision would create
substantial difficulty for the Capco programs and could, if ultimately successful, cause us material financial
harm.

The tax credits associated with the Capco programs and provided to our Capcos’ investors are to be
utilized by the investors over a period of time, which is typically ten years. Much can change during such a
period and it is possible that one or more states may revise or eliminate the tax credits. Any such revision or
repeal could have a material adverse economic impact on our Capcos, either directly or as a result of the
Capco’s insurer’s actions. Any such final state action that jeopardizes the tax credits could result in the provider
of our Capco insurance assuming partial or full control of the particular Capco in order to minimize its liability
under the Capco insurance policies issued to our investors.
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Because our Capcos are subject to requirements under state law, a failure of any of them to meet these
requirements could subject the Capco and our stockholders to the loss of one or more Capcos.

Despite the fact that we have met all applicable minimum requirements of the Capco programs in which
we still participate, each Capco remains subject to state regulation until it has invested 100% of its funds and
otherwise remains in full legal compliance. There can be no assurance that we will continue to be able to do so.
A major regulatory violation, while not fatal to our Capco business, would materially increase the cost of
operating the Capcos.

We know of no other publicly-held company that sponsors and operates Capcos as a part of its business. As
such, there are, to our knowledge, no other companies against which investors may compare our Capco
business and its operations, results of operations and financial and accounting structures.

In the absence of any meaningful peer group comparisons for our Capco business, investors may have a
difficult time understanding and judging the strength of our business. This, in turn, may have a depressing effect
on the value of our stock.

RISKS RELATED TO OUR SECURITIES

As of March 31, 2019 our CEO beneficially owns and has shared voting power over approximately 5.9% of
our common stock, and may be able to exercise significant influence over the outcome of most stockholder
actions.

Because of his ownership of and shared voting power over our stock, Barry Sloane, our Chairman, Chief
Executive Officer and President, may be able to exercise significant influence over actions requiring
stockholder approval, including the election of directors, the adoption of amendments to the certificate of
incorporation, approval of stock incentive plans and approval of major transactions such as a merger or sale of
assets. This could delay or prevent a change in control of the Company, deprive our stockholders of an
opportunity to receive a premium for their common stock as part of a change in control and have a negative
effect on the market price of our common stock.

Our common stock price may be volatile and may decrease substantially.

The trading price of our common stock may fluctuate substantially. The price of our common stock may
be higher or lower depending on many factors, some of which are beyond our control and may not be directly
related to our operating performance. These factors include, but are not limited to, the following:

. price and volume fluctuations in the overall stock market from time to time;

. investor demand for our stock;

. significant volatility in the market price and trading volume of securities of BDCs or other
companies in our sector, which are not necessarily related to the operating performance of these
companies;

. changes in regulatory policies or tax guidelines with respect to RICs, BDCs, or SBLCs;
. failure to qualify as a RIC, or the loss of RIC status;

. any shortfall in revenue or net income or any increase in losses from levels expected by investors or
securities analysts;

. changes, or perceived changes, in the value of our portfolio investments;
. departures of key Company personnel;

. operating performance of companies comparable to us; or

. general economic conditions and trends and other external factors.

In the past, following periods of volatility in the market price of a company’s securities, securities class
action litigation has often been brought against that company. Due to the potential volatility of our stock price
once a market for our stock is established, we may become the target of securities litigation in the future.
Securities litigation could result in substantial costs and divert management’s attention and resources from our
business.
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Future issuances of our common stock or other securities, including preferred shares, may dilute the per
share book value of our common stock or have other adverse consequences to our common stockholders.

Our Board has the authority, without the action or vote of our stockholders, to issue all or part of the
approximately 181,081,274 authorized but unissued shares of our common stock. Our business strategy relies
upon investments in and acquisitions of businesses using the resources available to us, including our common
stock. Additionally, we anticipate granting additional options or restricted stock awards to our employees and
directors in the future. Absent exemptive relief, a BDC generally may not issue restricted stock to its directors,
officers and employees. In May 2016, the SEC issued an order granting the Company’s request for exemptive
relief to allow us to amend our equity compensation plan and make such grants and awards, subject to
stockholder approval. We may also issue additional securities, through public or private offerings, in order to
raise capital. Future issuances of our common stock will dilute the percentage of ownership interest of current
stockholders and could decrease the per share book value of our common stock. In addition, option holders may
exercise their options at a time when we would otherwise be able to obtain additional equity capital on more
favorable terms. In July 2016, our stockholders approved the amendments to our equity compensation plan, and
certain restricted stock awards granted thereunder.

‘We may also issue additional securities, through public or private offerings, in order to raise capital.
Future issuances of our common stock will dilute the percentage of ownership interest of current stockholders
and could decrease the per share book value of our common stock. In addition, option holders may exercise
their options at a time when we would otherwise be able to obtain additional equity capital on more favorable
terms.

Pursuant to our amended and restated charter, our Board is authorized to classify any unissued shares of
stock and reclassify any previously classified but unissued shares of stock of any class or series from time to
time, into one or more classes or series of stock, including preferred stock. If we issue preferred stock, the
preferred stock would rank “senior” to common stock in our capital structure, preferred stockholders would
have separate voting rights on certain matters and might have other rights, preferences, or privileges more
favorable than those of our common stockholders, and the issuance of preferred stock could have the effect of
delaying, deferring or preventing a transaction or a change of control that might involve a premium price for
holders of our common stock or otherwise be in your best interest. We will not generally be able to issue and
sell our common stock at a price below net asset value per share. We may, however, sell our common stock, or
warrants, options or rights to acquire our common stock, at a price below the then current net asset value per
share of our common stock if our Board determines that such sale is in our best interests and in the best interests
of our stockholders, and our stockholders approve such sale. In any such case, the price at which our securities
are to be issued and sold may not be less than a price that, in the determination of our Board, closely
approximates the market value of such securities (less any distributing commission or discount). If we raise
additional funds by issuing more common stock or senior securities convertible into, or exchangeable for, our
common stock, then the percentage ownership of our stockholders at that time will decrease, and you may
experience dilution.

Our stockholders may experience dilution upon the repurchase of common shares.

The Company has instituted programs which allow the Company to repurchase the Company’s
outstanding common shares on the open market. Under the programs, purchases may be made at management’s
discretion from time to time in open-market transactions, in accordance with all applicable securities laws and
regulations. On May 11, 2016, the Company announced that its Board approved a new share repurchase
program under which the Company was able to repurchase up to 150,000 of the Company’s outstanding
common shares on the open market. This program terminated on November 11, 2016. On November 21, 2016
the Company announced that its Board approved a new share repurchase program under which the Company
may repurchase up to 200,000 of the Company’s outstanding common shares on the open market. The program
terminated on May 21, 2017. On December 17, 2018, the Company announced that its Board approved a new
share repurchase program under which the Company was able to repurchase up to 300,000 of the Company’s
outstanding common shares on the open market.

The authorization and issuance of “blank check” preferred shares could have an anti-takeover effect
detrimental to the interests of our stockholders.

Our certificate of incorporation allows our Board to issue preferred shares with rights and preferences set
by the Board without further stockholder approval. The issuance of these “blank check” preferred shares could
have an anti-takeover effect detrimental to the interests of our stockholders. For example, in the event of a
hostile takeover
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attempt, it may be possible for management and the Board to impede the attempt by issuing the preferred
shares, thereby diluting or impairing the voting power of the other outstanding common shares and increasing
the potential costs to acquire control of us. Our Board has the right to issue any new shares, including preferred
shares, without first offering them to the holders of common shares, as they have no preemptive rights. The
Company does not currently intend to issue preferred shares.

Our business and operation could be negatively affected if we become subject to any securities litigation or
stockholder activism, which could cause us to incur significant expense, hinder execution of investment
strategy and impact our stock price.

In the past, following periods of volatility in the market price of a company’s securities, securities class
action litigation has often been brought against that company. Stockholder activism, which could take many
forms or arise in a variety of situations, has been increasing in the BDC space recently. While we are currently
not subject to any securities litigation or stockholder activism, due to the potential volatility of our stock price
and for a variety of other reasons, we may in the future become the target of securities litigation or stockholder
activism. Securities litigation and stockholder activism, including potential proxy contests, could result in
substantial costs and divert management’s and our Board’s attention and resources from our business.
Additionally, such securities litigation and stockholder activism could give rise to perceived uncertainties as to
our future, adversely affect our relationships with service providers and make it more difficult to attract and
retain qualified personnel. Also, we may be required to incur significant legal fees and other expenses related to
any securities litigation and activist stockholder matters. Further, our stock price could be subject to significant
fluctuation or otherwise be adversely affected by the events, risks and uncertainties of any securities litigation
and stockholder activism.

Provisions of the Maryland General Corporation Law and of our charter and bylaws could deter takeover
attempts and have an adverse impact on the price of our common stock.

The Maryland General Corporation Law and our charter and bylaws contain provisions that may
discourage, delay or make more difficult a change in control of Newtek or the removal of our directors. We are
subject to the Maryland Business Combination Act, subject to any applicable requirements of the 1940 Act. Our
Board has adopted a resolution exempting from the Business Combination Act any business combination
between us and any other person, subject to prior approval of such business combination by our Board,
including approval by a majority of our independent directors. If the resolution exempting business
combinations is repealed or our Board does not approve a business combination, the Business Combination Act
may discourage third parties from trying to acquire control of us and increase the difficulty of consummating
such an offer. Our bylaws exempt from the Maryland Control Share Acquisition Act acquisitions of our stock
by any person.

The SEC staff has taken the position that, under the 1940 Act, an investment company may not avail itself
of the Control Share Act. As a result, we will amend our bylaws to be subject to the Control Share Act only if
the Board determines that it would be in our best interests and, after notification, the SEC staff does not object
to our determination that our being subject to the Control Share Act does not conflict with the 1940 Act. If such
conditions are met, and we amend our bylaws to repeal the exemption from the Control Share Acquisition Act,
the Control Share Acquisition Act also may make it more difficult for a third party to obtain control of us and
increase the difficulty of consummating such a transaction.

We have also adopted measures that may make it difficult for a third party to obtain control of us,
including provisions of our charter classifying our Board in three classes serving staggered three-year terms and
authorizing our Board to classify or reclassify shares of our stock in one or more classes or series, to cause the
issuance of additional shares of our stock, to amend our charter without stockholder approval and to increase or
decrease the number of shares of stock that we have authority to issue. These provisions, as well as other
provisions of our charter and bylaws, may delay, defer or prevent a transaction or a change in control that might
otherwise be in the best interests of our stockholders.
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Sales of substantial amounts of our common stock in the public market may have an adverse effect on the
market price of our common stock.

All of the common stock held by our executive officers and directors, represents approximately 1,299,000
shares, or approximately 7% of our total outstanding shares as of March 31, 2019. Such shares are generally
freely tradable in the public market. Sales of substantial amounts of our common stock, or the availability of
such common stock for sale, could adversely affect the prevailing market prices for our common stock. If this
occurs and continues, it could impair our ability to raise additional capital through the sale of securities should
we desire to do so.

If we issue preferred stock, the net asset value and market value of our common stock will likely become
more volatile.

We cannot assure you that the issuance of preferred stock would result in a higher yield or return to the
holders of our common stock. The issuance of preferred stock would likely cause the net asset value and market
value of the common stock to become more volatile. If the dividend rate on the preferred stock were to
approach the net rate of return on our investment portfolio, the benefit of leverage to the holders of the common
stock would be reduced. If the dividend rate on the preferred stock were to exceed the net rate of return on our
portfolio, the leverage would result in a lower rate of return to the holders of common stock than if we had not
issued preferred stock. Any decline in the net asset value of our investments would be borne entirely by the
holders of common stock. Therefore, if the market value of our portfolio were to decline, the leverage would
result in a greater decrease in net asset value to the holders of common stock than if we were not leveraged
through the issuance of preferred stock. This greater net asset value decrease would also tend to cause a greater
decline in the market price for the common stock. We might be in danger of failing to maintain the required
asset coverage of the preferred stock or of losing our ratings, if any, on the preferred stock or, in an extreme
case, our current investment income might not be sufficient to meet the dividend requirements on the preferred
stock. To counteract such an event, we might need to liquidate investments to fund a redemption of some or all
of the preferred stock. In addition, we would pay (and the holders of common stock would bear) all costs and
expenses relating to the issuance and ongoing maintenance of the preferred stock, including higher advisory
fees if our total return exceeds the dividend rate on the preferred stock. Holders of preferred stock may have
different interests than holders of common stock and may at times have disproportionate influence over our
affairs.

Stockholders may incur dilution if we sell shares of our common stock in one or more offerings at prices
below the then current net asset value per share of our common stock or issue securities to subscribe to,
convert to or purchase shares of our common stock.

The 1940 Act prohibits us from selling shares of our common stock at a price below the current net asset
value per share of such stock, with certain exceptions. One such exception is prior stockholder approval of
issuances below net asset value provided that our Board makes certain determinations. On July 26, 2018, at our
Special Meeting of Stockholders, our stockholders approved a proposal that authorizes us to sell up to 20% of
our common stock at a price below the Company’s then-current net asset value per share, subject to certain
conditions. Our authorization to sale shares below net asset value expired on June 14, 2019, the date of our
annual meeting of stockholders. We have requested that stockholders approve another proposal that would allow
us to issue common stock at a discount from our NAV per share at a special meeting of shareholders, which we
expect to take place on August 2, 2019. Any decision to sell shares of our common stock below the then current
net asset value per share of our common stock or securities to subscribe to, convert to, or purchase shares of our
common stock would be subject to the determination by our Board that such issuance is in our and our
stockholders’ best interests. See “Sales of Common Stock Below Net Asset Value” for additional information.

If stockholders reauthorize us to sell shares of our common stock below net asset value per share, and if
we do so, such sales would result in an immediate dilution to the net asset value per share. This dilution would
occur as a result of the sale of shares at a price below the then current net asset value per share of our common
stock and a proportionately greater decrease in a stockholder’s interest in our earnings and assets and voting
interest in us than the increase in our assets resulting from such issuance. In addition, if we issue securities to
subscribe to, convert to or purchase shares of common stock, the exercise or conversion of such securities
would increase the number of outstanding shares of our common stock. Any such exercise would be dilutive on
the voting power of existing stockholders, and could be dilutive with regard to dividends and our net asset
value, and other economic aspects of the common stock. Because the number of shares of common stock that
could be so issued and the timing of any issuance is not currently known, the actual dilutive effect cannot be
predicted; however, the example below illustrates the effect of dilution to existing stockholders resulting from
the sale of common stock at prices below the net asset value of such shares.
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RISKS RELATED TO OUR PUBLICLY-TRADED DEBT

The indenture under which we may issue notes contains limited protection for holders of any such.

The indenture under which the notes may be issued offers limited protection to holders of the notes. The
terms of the indenture may not restrict our or any of our subsidiaries’ ability to engage in, or otherwise be a
party to, a variety of corporate transactions, circumstances or events that could have a material adverse impact
on an investment in the notes. In particular, the terms of the indenture and the notes may not place any
restrictions on our or our subsidiaries’ ability to:

. issue securities or otherwise incur additional indebtedness or other obligations, including (1) any
indebtedness or other obligations that would be equal in right of payment to the notes, (2) any
indebtedness or other obligations that would be secured and therefore rank effectively senior in right
of payment to the notes, (3) indebtedness of ours that is guaranteed by one or more of our
subsidiaries and which therefore is structurally senior to the notes and (4) securities, indebtedness or
obligations issued or incurred by our subsidiaries that would be senior to our equity interests in our
subsidiaries and therefore rank structurally senior to the notes with respect to the assets of our
subsidiaries, in each case other than an incurrence of indebtedness or other obligation that would
cause a violation of Section 18(a)(1)(A) as modified by Section 61(a) of the 1940 Act or any
successor provisions, but giving effect to any exemptive relief granted to us by the SEC. Currently,
these provisions generally prohibit us from making additional borrowings, including through the
issuance of additional debt or the sale of additional debt securities, unless our asset coverage, as
defined in the 1940 Act, equals at least 200% after such borrowings;

. pay dividends on, or purchase or redeem or make any payments in respect of, capital stock or other
securities ranking junior in right of payment to the Notes, including subordinated indebtedness, in
each case other than dividends, purchases, redemptions or payments that would cause a violation of
Section 18(a)(1)(B) as modified by Section 61(a) of the 1940 Act or any successor provisions,
giving effect to (i) any exemptive relief granted to us by the SEC and (ii) no-action relief granted by
the SEC to another BDC (or to the Company if it determines to seek such similar no-action or other
relief) permitting the BDC to declare any cash dividend or distribution notwithstanding the
prohibition contained in Section 18(a)(1)(B) as modified by Section 61(a) of the 1940 Act or any
successor provision in order to maintain the BDC’s status as a RIC under Subchapter M of the Code
(these provisions generally prohibit us from declaring any cash dividend or distribution upon any
class of our capital stock, or purchasing any such capital stock if our asset coverage, as defined in
the 1940 Act, is below 200% at the time of the declaration of the dividend or distribution or the
purchase and after deducting the amount of such dividend, distribution or purchase;

. sell assets (other than certain limited restrictions on our ability to consolidate, merge or sell all or
substantially all of our assets);

. enter into transactions with affiliates;

. create liens (including liens on the shares of our subsidiaries) or enter into sale and leaseback
transactions;

. make investments; or

. create restrictions on the payment of dividends or other amounts to us from our subsidiaries.

In addition, the indenture may not require us to offer to purchase the notes in connection with a change of
control, asset sale or any other event. Furthermore, the terms of the indenture and the notes do not protect
holders of the notes in the event that we experience changes (including significant adverse changes) in our
financial condition, results of operations or credit ratings, as they do not require that we or our subsidiaries
adhere to any financial tests or ratios or specified levels of net worth, revenues, income, cash flow or liquidity.
Our ability to recapitalize, incur additional debt and take a number of other actions that may not be limited by
the terms of the notes may have important consequences for holders of our notes, including making it more
difficult for us to satisfy our obligations with respect to the notes or negatively affecting the trading value of the
notes.
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CAUTIONARY STATEMENT REGARDING
FORWARD-LOOKING STATEMENTS AND PROJECTIONS

This prospectus contains, and any applicable prospectus supplement or free writing prospectus, including
the documents we incorporate by reference, may contain, forward-looking statements that involve substantial
risks and uncertainties. These forward-looking statements are not historical facts, but rather are based on current
expectations, estimates and projections about the Company, our current and prospective portfolio investments,
our industry, our beliefs, and our assumptions. Words such as “anticipates,” “expects,” “intends,” “plans,”
“will,” “may,” “continue,” “believes,” “seeks,” “estimates,” “would,” “could,” “should,” “targets,” “projects,”
and variations of these words and similar expressions are intended to identify forward-looking statements. The
forward-looking statements contained in this prospectus, any applicable prospectus supplement or free writing
prospectus, including the documents we incorporate by reference, involve risks and uncertainties, including
statements as to:
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. our future operating results;

. our business prospects and the prospects of our portfolio companies;

. the impact of investments that we expect to make;
. our contractual arrangements and relationships with third parties;
. the dependence of our future success on the general economy and its impact on the industries in

which we invest;

. the ability of our portfolio companies to achieve their objectives;

. our expected financings and investments;

. the impact of a protracted decline in the liquidity of credit markets on our business;

. our ability to obtain exemptive relief from the SEC to co-invest and to engage in joint restructuring

transactions or joint follow-on investments;
. the adequacy of our cash resources and working capital; and
. the timing of cash flows, if any, from the operations of our portfolio companies.

These statements are not guarantees of future performance and are subject to risks, uncertainties, and
other factors, some of which are beyond our control and difficult to predict and could cause actual results to
differ materially from those expressed or forecasted in the forward-looking statements, including without
limitation:

. an economic downturn could impair our portfolio companies’ ability to continue to operate or repay
their borrowings, which could lead to the loss of some or all of our investments in such portfolio
companies;

. a contraction of available credit and/or an inability to access the equity markets could impair our

lending and investment activities;

. interest rate volatility could adversely affect our results, particularly if we use leverage as part of our
investment strategy; and

. the risks, uncertainties and other factors we identify in “Risk Factors” and elsewhere in this
prospectus, any applicable prospectus supplement or free writing prospectus, including the
documents we incorporate by reference.

Although we believe that the assumptions on which these forward-looking statements are based are
reasonable, any of those assumptions could prove to be inaccurate, and as a result, the forward-looking
statements based on those assumptions also could be inaccurate. Important assumptions include our ability to
originate new loans and investments, certain margins and levels of profitability and the availability of additional
capital. In light of these and other uncertainties, the inclusion of a projection or forward-looking statement in
this prospectus, any applicable prospectus supplement or free writing prospectus, including the documents we
incorporate by reference, should not be regarded as a representation by us that our plans and objectives will be
achieved. These risks and uncertainties include those described or identified in “Risk Factors” and elsewhere in
this prospectus, any applicable prospectus
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supplement or free writing prospectus, including the documents we incorporate by reference. You should not
place undue reliance on these forward-looking statements, which apply only as of the dates of this prospectus,
any applicable prospectus supplement or free writing prospectus, including any documents incorporated by
reference, and while we believe such information forms, or will form, a reasonable basis for such statements,
such information may be limited or incomplete, and our statements should not be read to indicate that we have
conducted an exhaustive inquiry into, or review of, all potentially available relevant information. These
statements are inherently uncertain and investors are cautioned not to unduly rely on these statements. The
forward-looking statements in this prospectus are excluded from the safe-harbor protection provided by Section
27A of the Securities Act and Section 21E of the Exchange Act.
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USE OF PROCEEDS

We intend to use the net proceeds from selling our securities for funding investments in debt and equity
securities in accordance with our investment objective and strategies described in this prospectus. Additionally,
we may use net proceeds for general corporate purposes, which include funding investments, repaying any
outstanding indebtedness, and other general corporate purposes. The supplement to this prospectus relating to
an offering will more fully identify the use of proceeds from such offering.

We anticipate that substantially all of the net proceeds of any offering of our securities will be used for the
above purposes within six to nine months from the consummation of the offering, depending on the availability
of appropriate investment opportunities consistent with our investment objective and market conditions. We
cannot assure you we will achieve our targeted investment pace. We expect that it may take more than
three months to invest all of the net proceeds of an offering of our securities, in part because investments in
private companies often require substantial research and due diligence.

Pending such investments, we will invest the net proceeds primarily in cash, cash equivalents,
U.S. government securities and other high-quality temporary investments that mature in one year or less from
the date of investment. See “Regulation — Temporary Investments” for additional information about temporary
investments we may make while waiting to make longer-term investments in pursuit of our investment
objective.

53




PRICE RANGE OF COMMON STOCK AND DISTRIBUTIONS

Our common stock is traded on the Nasdaq Global Market under the symbol “NEWT.” The following
table sets forth, for the two most recent fiscal years and the current fiscal year, the range of high and low sales
prices of our common stock as reported on the Nasdaq Global Market:

Premium Premium
(Discount) of (Discount) of
High Sales Low Sales

Price to Price to
Price Range NAV® NAV® NAV®

Period High Low
First Quarter: January 1, 2017

Through March 31, 2017 $ 17.58 $ 15.15 $ 14.00 26% 8%
Second Quarter: April 1, 2017

Through June 30 $ 18.00 $ 15.68 $ 14.36 25% 9%
Third Quarter: July 1, 2017

Through September 30, 2017 $ 18.16 $ 15.68 $ 14.40 26% 9%
Fourth Quarter: October 1, 2017

Through December 31, 2017 $ 19.40 $ 16.01 $ 15.08 29% 6%
First Quarter: January 1, 2018

Through March 31, 2018 $ 18.95 $ 16.07 $ 15.05 26% 7%
Second Quarter: April 1, 2018

Through June 30, 2018 $ 20.76 $ 17.53 $ 15.06 38% 16%
Third Quarter: July 1, 2018

Through September 30, 2018 $ 24.24 $ 19.93 $ 15.28 59% 30%
Fourth Quarter: October 1, 2018

Through December 31, 2018 $ 21.85 $ 1559 $ 15.19 44% 3%
First Quarter: January 1, 2019

Through March 31, 2019 $ 20.74 $ 17.23 $ 15.31 35% 13%
Second Quarter: April 1, 2019

Through July 1, 2019 $ 23.83 $ 19.70 $ * *% *%

(1)  Net asset value per share is determined as of the last day in the relevant quarter and therefore may not reflect the net
asset value per share on the date of the high and low sales prices. The values reflect stockholders equity per share/net
asset value and are based on outstanding shares at the end of each period.

(2) Calculated as the respective high or low sales price divided by net asset value and subtracting 1.

* Not determinable at time of filing.

The last reported price for our common stock on July 1, 2019 was $22.77 per share. As of July 1, 2019
Newtek Business Services Corp. had approximately 97 stockholders of record.

Shares of BDCs may trade at a market price that is less than the value of the net assets attributable to
those shares. The possibility that our shares of common stock will trade at a discount from net asset value or at
premiums that are unsustainable over the long term are separate and distinct from the risk that our net asset
value will decrease. It is not possible to predict whether the shares offered hereby will trade at, above, or below
net asset value. As of July 1, 2019, our common stock closed at $22.77 per share. Our net asset value was
$15.31 per share as of March 31, 2019.

Distributions

In order to receive tax treatment as a RIC, we must distribute to our stockholders, in respect of each
taxable year, dividends for U.S. federal income tax purposes of an amount generally at least equal to the Annual
Distribution Requirement. Upon satisfying this requirement in respect of a taxable year, we generally will not be
subject to corporate taxes on any income we distribute to our stockholders as dividends for U.S. federal income
tax purposes.

However, as a RIC we will be subject to a 4% nondeductible U.S. federal excise tax on certain
undistributed income and gains unless we make distributions treated as dividends for U.S. federal income tax
purposes in a timely manner to our stockholders in respect of each calendar year of an amount at least equal to
the sum of (1) 98% of our
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net ordinary income for each calendar year, (2) 98.2% of our capital gain net income for the one-year period
ending October 31 in that calendar year and (3) any income recognized, but not distributed, in preceding years
and on which we paid no corporate-level income tax (the “Excise Tax Avoidance Requirement”). We will not be
subject to this excise tax on any amount on which we incurred U.S. federal corporate income tax (such as the
tax imposed on a RIC’s retained net capital gains).

Depending on the level of taxable income earned in a taxable year, we may choose to carry over taxable
income in excess of current taxable year distributions treated as dividends for U.S. federal income tax purposes
from such taxable income into the next taxable year and incur a 4% excise tax on such taxable income, as
required. The maximum amount of excess taxable income that may be carried over for distribution in the next
taxable year under the Code is the total amount of distributions treated as dividends for U.S. federal income tax
purposes paid in the following taxable year, subject to certain declaration and payment guidelines. To the extent
we choose to carry over taxable income into the next taxable year, distributions declared and paid by us in a
taxable year may differ from our taxable income for that taxable year as such distributions may include the
distribution of current taxable year taxable income, the distribution of prior taxable year taxable income carried
over into and distributed in the current taxable year, or returns of capital.

We can offer no assurance that we will achieve results that will permit the payment of any cash
distributions and, if we issue senior securities, we will be prohibited from making distributions if doing so
causes us to fail to maintain the asset coverage ratios stipulated by the 1940 Act or if distributions are limited by
the terms of any of our borrowings. Our ability to make distributions will be limited by the asset coverage
requirements under the 1940 Act. See “Regulation.”

The following table summarizes the Company’s dividend declarations and distributions during the three
months ended March 31, 2019 and during the years ended December 31, 2018 and 2017.

Distribution

Record Date Payment Date Declared
March 20, 2017 March 31, 2017 $ 0.36
May 31, 2017 June 30, 2017 $ 0.40
September 22, 2017 September 29, 2017 $ 0.44
December 18 , 2017 December 28, 2017 $ 0.44
March 20, 2018 March 30, 2018 $ 0.40
June 15, 2018 June 29, 2018 $ 0.42
September 17, 2018 September 27,2018  $ 0.48
December 18, 2018 December 28, 2018 $ 0.50
March 15, 2019 March 29, 2019 $ 0.40

$ 3.84

In addition, on May 1, 2019, our Board declared a dividend of $0.46 per share payable on June 28, 2019
to stockholders of record on June 14, 2019.

Our Board maintains a variable distribution policy with the objective of distributing four quarterly
distributions in an amount that approximates 90 — 100% of our taxable quarterly income or potential annual
income for a particular taxable year. In addition, at the end of our taxable year, our Board may choose to pay an
additional special distribution, or fifth distribution, so that we may distribute approximately all of our annual
taxable income in the taxable year in which it was earned, or may elect to maintain the option to spill over our
excess taxable income into the following taxable year as part of any future distribution payments.

Distributions in excess of our current and accumulated earnings and profits would generally be treated
first as a return of capital to the extent of a stockholder’s tax basis in our shares, and any distributions paid in
excess of a stockholder’s tax basis in our shares would generally be treated as a capital gain. The determination
of the tax attributes of our distributions is made annually as of the end of our taxable year and is generally based
upon our taxable income for the full taxable year and distributions paid for the full taxable year. Of the
distributions declared during the three months ended March 31, 2019, and the years ended December 31, 2018
and 2017, 100% were distributions derived from our current and accumulated earnings and profits. There can be
no certainty to stockholders that this determination is representative of the tax attributes of the 2019
distributions that we anticipate would be made to stockholders.
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We maintain an “opt-out” dividend reinvestment plan for our common stockholders. As a result, if we
declare a distribution, cash distributions will be automatically reinvested in additional shares of our common
stock unless the stockholder specifically “opts out” of the dividend reinvestment plan and chooses to receive
cash distributions. During the three months ended March 31, 2019, and the years ended December 31, 2018 and
2017, the Company issued 2,544, 11,195 and 7,239 shares, respectively, of common stock to stockholders in
connection with the dividend reinvestment plan.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with our financial statements and related notes
and other financial information appearing elsewhere in this prospectus. In addition to historical information,
the following discussion and other parts of this prospectus contain forward-looking information that involves
risks and uncertainties. Our actual results could differ materially from those anticipated by such forward-
looking information due to the factors discussed under “Risk Factors” and “Forward-Looking Statements”
appearing elsewhere herein.

We are an internally managed BDC that is a leading national non-bank lender that provides, together with
our controlled portfolio companies, a wide range of business and financial solutions under the Newtek® brand to
the SMB market. Newtek’s products and services include: Business Lending including SBA 7(a) loans, 504
loans and conventional loans, Electronic Payment Processing, Managed Technology Solutions (Cloud
Computing), Technology Consulting, eCommerce, Accounts Receivable and Inventory Financing, personal and
commercial lines Insurance Services, Web Services, Data Backup, Storage and Retrieval, and Payroll and
Benefits Solutions to SMB accounts nationwide across all industries. We have an established and reliable
platform that is not limited by client size, industry type or location. As a result, we believe we have a strong and
diversified client base across every state in the U.S. and across a variety of different industries. In addition, we
have developed a financial and technology based business model that enables us and our controlled portfolio
companies to acquire and process our SMB clients in a cost effective manner. This capability is supported in
large part by NewTracker®, our patented prospect management technology software which is similar to but we
believe is better than the system popularized by Salesforce.com. We believe that this technology and low cost
business model distinguishes us from our competitors.

We consolidate the following wholly-owned subsidiaries:

Newtek Small Business Finance, LLC

Newtek Asset Backed Securities, LL.C

CCC Real Estate Holdings, LLC

The Whitestone Group, LLC

Wilshire Colorado Partners, LLC

Wilshire DC Partners, LLC

Wilshire Holdings I, Inc.

Wilshire Louisiana BIDCO, LLC

Wilshire Louisiana Partners II, LLC

Wilshire Louisiana Partners III, LLC

Wilshire Louisiana Partners IV, LLC

Wilshire New York Advisers II, LLC

Wilshire New York Partners III, LL.C

Wilshire New York Partners IV, LLC®

Wilshire New York Partners V, LLC®

Wilshire Partners, LLC

Exponential Business Development Co., Inc.

Newtek Commercial Lending, Inc.

Newtek LSP Holdco, LLC

NBSH Holdings, LLC

Newtek Business Services Holdco 1, Inc.

Newtek Business Services Holdco 2, Inc.

Newtek Business Services Holdco 3, Inc.

Newtek Business Services Holdco 4, Inc.

Newtek Business Services Holdco 5, Inc.(formerly Banc-Serv Acquisition, Inc.)

Newtek Business Services Holdco 6, Inc.

(1)  Entity was merged into The Whitestone Group, LLC in December 2018.
(2)  Entity was merged into The Whitestone Group, LLC in December 2017.
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We are an internally-managed, closed-end, non-diversified investment company that has elected to be
regulated as a BDC under the 1940 Act. In addition, for U.S. federal income tax purposes, we have elected to be
treated as a RIC under the Code beginning with our 2015 tax year. As a BDC and a RIC, we are also subject to
certain constraints, including limitations imposed by the 1940 Act and the Code. As a result, previously
consolidated subsidiaries are now recorded as investments in controlled portfolio companies, at fair value.
NSBEF is a consolidated subsidiary and originates loans under the SBA’s 7(a) loan program.

Our common shares are currently listed on the Nasdaq Global Market under the symbol “NEWT”.

NSBF has been granted PLP status and originates, sells and services SBA 7(a) loans and is authorized to
place SBA guarantees on loans without seeking prior SBA review and approval. Being a national lender, PLP
status allows NSBF to expedite the origination of loans since NSBF is not required to present applications to the
SBA for concurrent review and approval. The loss of PLP status could adversely impact our marketing efforts
and ultimately our loan origination volume which could negatively impact our results of operations.

As a BDC, our investment objective is to generate both current income and capital appreciation primarily
through loans originated by our business finance platform and our equity investments in certain portfolio
companies that we control.

We target our debt investments, which are principally made through our business finance platform under
the SBA 7(a) program, to produce a coupon rate of prime plus 2.75% which enables us to generate rapid sales
of guaranteed portions of SBA 7(a) loans in the secondary market. We typically structure our debt investments
with the maximum seniority and collateral along with personal guarantees from portfolio company owners, in
many cases collateralized by other assets including real estate. In most cases, our debt investment will be
collateralized by a first lien on the assets of the portfolio company and a first or second lien on assets of
guarantors, in both cases primarily real estate. All SBA loans are made with personal guarantees from any
owner(s) of 20% or more of the portfolio company’s equity. The amount of new debt investments, particularly
SBA 7(a) loans that we originate, will directly impact future investment income. In addition, future amounts of
unrealized appreciation or depreciation on our investments, as well as the amount of realized gains or losses,
will also fluctuate depending upon economic conditions and the performance of our investment portfolio. The
changes in realized gains and losses and unrealized appreciation or depreciation could have a material impact on
our operating results. During 2018, sale prices for guaranteed portions of SBA 7(a) loans were negatively
impacted by market conditions, in particular a higher interest rate environment, which led to higher
prepayments during the period, resulting in lower sale prices in the secondary market. A continuation or further
reduction in the price of guaranteed SBA 7(a) loans could negatively impact our business.

We typically structure our debt investments to include non-financial covenants that seek to minimize our
risk of capital loss such as lien protection and prohibitions against change of control. Our debt investments have
strong protections, including default penalties, information rights and, in some cases, board observation rights
and affirmative, negative and financial covenants. Debt investments in portfolio companies, including the
controlled portfolio companies, have historically and are expected to continue to comprise the majority of our
overall investments in number and dollar volume.

While the vast majority of our investments have been structured as debt, we have in the past and expect in
the future to make selective equity investments primarily as either strategic investments to enhance the
integrated operating platform or, to a lesser degree, under the Capco programs. For investments in our
controlled portfolio companies, we focus more on tailoring them to the long term growth needs of the
companies than to return. Our objectives with these companies is to foster the development of the businesses as
a part of the integrated operational platform of serving the SMB market, so we may reduce the burden on these
companies to enable them to grow faster than they would otherwise and as another means of supporting their
development.

We regularly engage in discussions with third parties with respect to various potential transactions. We
may acquire an investment or a portfolio of investments or an entire company or sell a portion of our portfolio
on an opportunistic basis. We, our subsidiaries, or our affiliates may also agree to manage certain other funds
that invest in debt, equity or provide other financing or services to companies in a variety of industries for
which we may earn management or other fees for our services. We may also invest in the equity of these funds,
along with other third parties, from which we would seek to earn a return and/or future incentive allocations.
Some of these transactions could be material to our business. Consummation of any such transaction will be
subject to completion of due
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diligence, finalization of key business and financial terms (including price) and negotiation of final definitive
documentation as well as a number of other factors and conditions including, without limitation, the approval of
our board of directors and required regulatory or third-party consents and, in certain cases, the approval of our
shareholders. Accordingly, there can be no assurance that any such transaction would be consummated. Any of
these transactions or funds may require significant management resources either during the transaction phase or
on an ongoing basis depending on the terms of the transaction.

Revenues

We generate revenue in the form of interest, dividend, servicing and other fee income on debt and equity
investments. Our debt investments typically have terms of 10 to 25 years and bear interest at prime plus a
margin. In some instances, we receive payments on our debt investments based on scheduled amortization of
the outstanding balances. In addition, we receive repayments of some of our debt investments prior to their
scheduled maturity date. The frequency or volume of these repayments fluctuates significantly from period to
period. Our portfolio activity also reflects the proceeds of sales of securities. We receive servicing income
related to the guaranteed portions of SBA investments which we originate and sell into the secondary market.
These recurring fees are earned daily and recorded when earned. In addition, we may generate revenue in the
form of packaging, prepayment, legal and late fees. We record such fees related to loans as other income.
Dividends are recorded as dividend income on an accrual basis to the extent that such amounts are payable by
the portfolio company and are expected to be collected. Dividend income is recorded at the time dividends are
declared. Distributions of earnings from portfolio companies are evaluated to determine if the distribution is
income, return of capital or capital gains.

We recognize realized gains or losses on investments based on the difference between the net proceeds
from the disposition and the cost basis of the investment without regard to unrealized gains or losses previously
recognized. We record current period changes in fair value of investments and assets that are measured at fair
value as a component of the net change in unrealized appreciation (depreciation) on investments or servicing
assets, as appropriate, in the consolidated statements of operations.

Expenses

Our primary operating expenses are salaries and benefits, interest expense and other general and
administrative costs, such as professional fees, marketing, referral fees, servicing costs and rent. Since we are an
internally-managed BDC with no outside adviser or management company, the BDC incurs all the related costs
to operate the Company.

Guarantees

The Company is a guarantor on the Sterling Receivable and Inventory Facility at NBC. Maximum
borrowings under the Sterling Receivable and Inventory Facility are $22,500,000. The Sterling Receivable and
Inventory Facility matures in February 2020 and automatically renews annually. At March 31, 2019 and
December 31, 2018, total principal owed by NBC was $19,097,000 and $16,477,000, respectively. In addition,
the Company deposited $750,000 to collateralize the guarantee. At March 31, 2019 and December 31, 2018, the
Company determined that it is not probable that payments would be required to be made under the guarantee.

The Company is also a guarantor on the Sterling 504 Facility at NBC. Maximum borrowings under the
504 Facility are $35,000,000, depending upon syndication. The Sterling 504 Facility matured on April 30, 2019.
NBC had zero principal outstanding on the line at that time and is currently discussing termination of the line.
At March 31, 2019 and December 31, 2018, total principal owed by NBC was $$4,252,000 and $7,283,000,
respectively. At March 31, 2019 and December 31, 2018, the Company determined that it is not probable that
payments would be required to be made under the guarantee.

The Company is a guarantor on the NBL Facility. Maximum borrowings under the NBL Facility are
$75,000,000 with an accordion feature to increase maximum borrowings to $150,000,000. The NBL Facility
matures in July 2021. At March 31, 2019 and December 31, 2018, total principal owed by NBL was
$13,813,000 and $13,855,000, respectively. At March 31, 2019 and December 31, 2018, the Company
determined that it is not probable that payments would be required to be made under the guarantee.
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The Company is a guarantor on the Webster Facility, a term loan facility between NMS and Webster Bank
with an aggregate principal amount up to $50,000,000. The Webster Facility matures in November 2023. At
March 31, 2019 and December 31, 2018, total principal outstanding was $35,000,000 and $35,000,000,
respectively. At March 31, 2019 and December 31, 2018, the Company determined that it is not probable that
payments would be required to be made under the guarantee.

No amounts related to the guarantees discussed above are included in the calculation of our asset coverage
ratio at March 31, 2019 and December 31, 2018.

Unfunded Commitments

At March 31, 2019 and December 31, 2018, the Company had $6,413,000 and $8,234,000 of unfunded
commitments in connection with its SBA 7(a) non-affiliate investments related to portions of loans originated
which are partially funded. The Company will fund these commitments from the same sources it uses to fund its
other investment commitments.

Loan Portfolio Asset Quality and Composition

The following tables set forth distribution by business type of the Company’s SBA 7(a) loan portfolio at
March 31, 2019 and December 31, 2018, respectively (in thousands):

As of March 31, 2019

Distribution by Business Type

Business Type # of Loans Balance Average Balance % of Balance

Existing Business 1,618 $ 301,539 $ 186 81.5%
Business Acquisition 251 51,990 207 14.0%
Start-Up Business 180 16,799 93 4.5%
Total® 2,049 $ 370,328 $ 181 100.0%

(1)  The table above includes loans in which NSBF owns 100% as a result of NSBF originating the loan and subsequently
repurchasing the guaranteed portion from the SBA. The total of 100% NSBF-owned loans at March 31, 2019 is
$11,544,000.

As of December 31, 2018

Distribution by Business Type

Business Type # of Loans Balance Average Balance % of Balance

Existing Business 1,556 $ 292,200 $ 188 82.2%
Business Acquisition 233 47,333 203 13.3%
Start-Up Business 171 16,056 94 4.5%
Total® 1,960 $ 355,589 $ 181 100.0%

(1)  The table above includes loans in which NSBF owns 100% as a result of NSBF originating the loan and subsequently
repurchasing the guaranteed portion from the SBA. The total of 100% NSBF-owned loans at December 31, 2018
is $11,605,000.
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The following tables set forth distribution by borrower’s credit score of the Company’s SBA 7(a) loan
portfolio at March 31, 2019 and December 31, 2018, respectively (in thousands):

As of March 31, 2019

Distribution by Borrower Credit Score

Credit Score # of Loans Balance Average Balance % of Balance

500 to 550 22 3 4,271 $ 194 1.2%
551 to 600 65 16,714 257 4.5%
601 to 650 294 60,678 206 16.4%
651 to 700 621 111,498 180 30.1%
701 to 750 607 102,789 169 27.8%
751 to 800 377 67,327 179 18.2%
801 to 850 56 6,241 111 1.7%
Not available 7 810 116 0.1%
Total® 2,049 $ 370,328 $ 181 100.0%

(1)  The table above includes loans in which NSBF owns 100% as a result of NSBF originating the loan and subsequently
repurchasing the guaranteed portion from the SBA. The total of 100% NSBF-owned loans at March 31, 2019 is
$11,544,000.

As of December 31, 2018

Distribution by Borrower Credit Score

Aggregate

Credit Score # of Loans Balance Average Balance % of Balance

500 to 550 22 3 4,332 $ 197 1.2%
551 to 600 65 16,739 258 4.7%
601 to 650 285 58,269 204 16.4%
651 to 700 592 107,359 181 30.2%
701 to 750 569 97,117 171 27.3%
751 to 800 367 65,324 178 18.4%
801 to 850 53 5,634 106 1.6%
Not available 7 815 116 0.2%
Total® 1,960 $ 355,589 $ 181 100.0%

(1)  The table above includes loans in which NSBF owns 100% as a result of NSBF originating the loan and subsequently
repurchasing the guaranteed portion from the SBA. The total of 100% NSBF-owned loans at December 31, 2018 is
$11,605,000.

The following tables set forth distribution by primary collateral type of the Company’s SBA 7(a) loan
portfolio at March 31, 2019 and December 31, 2018, respectively (in thousands):

As of March 31, 2019

Distribution by Primary Collateral Type

Collateral Type # of Loans Balance Average Balance % of Balance

Commercial Real Estate 883 $ 202,510 $ 229 54.7%
Machinery and Equipment 367 71,084 194 19.2%
Residential Real Estate 427 33,946 79 9.2%
Other 96 29,534 308 8.0%
Accounts Receivable and Inventory 194 28,905 149 7.8%
Liquid Assets 11 498 45 0.1%
Furniture and Fixtures 27 2,746 102 0.7%
Unsecured 44 1,105 25 0.3%
Total® 2,049 $ 370,328 $ 181 100.0%

(1)  The table above includes loans in which NSBF owns 100% as a result of NSBF originating the loan and subsequently
repurchasing the guaranteed portion from the SBA. The total of 100% NSBF-owned loans at March 31, 2019 is
$11,544,000.
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As of December 31, 2018

Distribution by Primary Collateral Type

Aggregate

Collateral Type # of Loans Balance Average Balance % of Balance

Commercial Real Estate 867 $ 195,908 $ 226 55.1%
Machinery and Equipment 343 66,099 193 18.6%
Residential Real Estate 401 32,285 81 9.1%
Other 93 30,703 330 8.6%
Accounts Receivable and Inventory 182 26,456 145 7.4%
Liquid Assets 11 511 46 0.1%
Unsecured 40 1,070 27 0.3%
Furniture and Fixtures 23 2,557 111 0.8%
Total® 1,960 $ 355,589 $ 181 100.0%
(1)  The table above includes loans in which NSBF owns 100% as a result of NSBF originating the loan and subsequently

repurchasing the guaranteed portion from the SBA. The total of 100% NSBF-owned loans at December 31, 2018 is

$11,605,000.

The following tables set forth distribution by days delinquent of the Company’s SBA 7(a) loan portfolio at
March 31, 2019 and December 31, 2018, respectively (in thousands):

As of March 31, 2019

Distribution by Days Delinquent

Delinquency Status # of Loans Balance Average Balance % of Balance

Current 1,817 $ 309,127 $ 170 83.5%
31 to 60 days 43 11,954 278 3.2%
61 to 90 days 31 8,924 288 2.4%
91 days or greater 158 40,323 255 10.9%
Total® 2,049 $ 370,328 $ 181 100.0%

(€]

The table above includes loans in which NSBF owns 100% as a result of NSBF originating the loan and subsequently

repurchasing the guaranteed portion from the SBA. The total of 100% NSBF-owned loans at March 31, 2019 is

$11,544,000.

As of December 31, 2018

Distribution by Days Delinquent

Aggregate

Delinquency Status # of Loans Balance Average Balance % of Balance

Current 1,762 $ 301,892 $ 171 96.1%
31 to 60 days 33 6,951 211 2.2%
61 to 90 days — — — —%
91 days or greater 12 5,356 446 1.7%
Total® 1,807 $ 314,199 $ 174 100.0%
(1)  The table above includes loans in which NSBF owns 100% as a result of NSBF originating the loan and subsequently

repurchasing the guaranteed portion from the SBA. The total of 100% NSBF-owned loans at December 31, 2018 is

$11,605,000.

Consolidated Results of Operations

As a BDC and a RIC, we are subject to certain constraints on our operations, including limitations

imposed by the 1940 Act and the Code.
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Comparison of the three months ended March 31, 2019 and 2018

Investment Income

Three Months  Three Months

Ended Ended
(in thousands) March 31, 2019 March 31, 2018 Change
Investment income:
Interest income $ 7,234 $ 5323 $ 1,911
Dividend income 3,181 2,625 556
Servicing income 2,428 2,065 363
Other income 921 1,055 (134)
Total investment income $ 13,764 $ 11,068 $ 2,696

Interest Income

The increase in interest income was attributable to the average outstanding performing portfolio of SBA
non-affiliate investments increasing to $320,581,000 from $267,042,000 for the three months ended March 31,
2019 and 2018, respectively, combined with an increase in the Prime Rate from 4.75% to 5.50% over the twelve
month period. The increase in the average outstanding performing portfolio resulted from the origination of new
SBA non-affiliate investments period over period. We also recognized an additional $230,000 of interest income
period over period from holding SBA guaranteed loans for sale, as well as partially funded loans.

Dividend Income

Three Months  Three Months

Ended Ended

(in thousands) March 31, 2019 March 31, 2018 Change
Newtek Merchant Solutions, LL.C $ 2,900 $ 1,750 $ 1,150
Premier Payments LLC® — 400 (400)
SIDCO, LLC 150 250 (100)
United Capital Source LLC — 225 (225)
Mobil Money, LLC 100 — 100
EMCAP Loan Holdings, LLC 31 — 31
Total dividend income $ 3,181 $ 2,625 $ 556

(1)  On December 31, 2018, Premier was merged into NMS.

Dividend income increased $556,000 period over period based on each portfolio company’s financial
results. Dividend income from NMS and Premier combined, increased $750,000. We earned $100,000 of
dividend income from Mobil Money, a controlled portfolio company which we invested in May 2018. These
increases were offset by a decrease in dividend income from UCS of $225,000 as a result of our sale of UCS in
October 2018. Dividend income is dependent on portfolio company earnings. Current quarter dividend income
may not be indicative of future period dividend income.

NSBEF Servicing Portfolio and Related Servicing Income

The following table represents the NSBF originated servicing portfolio and servicing income earned for
the three months ended March 31, 2019 and 2018:

Three Months  Three Months

Ended Ended
(in thousands): March 31, 2019 March 31, 2018 Change
Total NSBF originated servicing portfolio® $ 1,556,518 $ 1,275249 $ 281,269
Total servicing income earned $ 2,428 $ 2,065 $ 363

(1)  Of this amount, the total average NSBF originated portfolio earning servicing income was $1,111,712,000 and
$909,106,000 for the three months ended March 31, 2019 and 2018, respectively.
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The increase in servicing income was attributable to the increase in total portfolio investments for which
we earn servicing income. The portfolio earning servicing income increased $202,606,000 period over period.
The increase was attributable to an increase in SBA 7(a) non-affiliate investments period over period.

Expenses:

Three Months  Three Months

Ended Ended

(in thousands) March 31, 2019 March 31, 2018 Change
Salaries and benefits $ 3,588 $ 4878 $ (1,290)
Interest 4,735 3,512 1,223
Depreciation and amortization 129 120 9
Professional fees 984 940 44
Origination and servicing 1,653 1,605 48
Origination and servicing — related party 2,188 — 2,188
Change in fair value of contingent consideration liabilities 46 10 36
Loss on extinguishment of debt — 1,059 (1,059)
Other general and administrative costs 1,427 1,717 (290)
Total expenses $ 14,750 $ 13,841 $ 909

Salaries and Benefits

As discussed below, the decrease in salaries and benefits was the result of certain NSBF employees being
hired by SBL. SBL is a lender service provider that, effective January 1, 2019, provides NSBF with loan
origination and servicing function performed by its employees. As a result, costs related to these employees
previously included in salaries and benefits, are included in origination and servicing — related party.

Interest Expense

The following is a summary of interest expense by facility for the three months ended March 31, 2019
and 2018:

Three Months  Three Months

Ended Ended

(in thousands) March 31, 2019 March 31, 2018 Change
Notes payable — Securitization Trusts $ 3,044 $ 1,982 $ 1,062
Bank notes payable 290 108 182
Notes due 2022 176 176 —
Notes due 2021 — 718 (718)
Notes due 2023 1,015 410 605
Notes payable — related parties 204 112 92
Other 6 6 —
Total interest expense $ 4,735 $ 3,512 $ 1,223

The increase in interest expense period over period is primarily related to interest from the Notes payable
— Securitization Trusts, Bank notes payable and 2023 Notes. The increase from Notes payable —
Securitization Trusts was the result of an additional securitization transaction completed in November 2018. We
recognized $1,015,000 of interest expense attributable to the 2023 Notes which represented a full quarter of
interest as compared to partial quarter of interest during the three months ended March 31, 2018. These
increases were offset by the decrease in interest expense related the 2021 Notes of $718,000 as a result of our
redemption of the 2021 Notes in March 2018 and issuance of $57,500,000 of 2023 Notes. The increase in
interest expense from Bank Notes payable was related to an increase in the average outstanding balance period
over period.

During the three months ended March 31, 2018, we redeemed all $40,250,000 in aggregate principal
amount of the 2021 Notes at 100% of their principal amount ($25 per Note), plus the accrued and unpaid
interest thereon from December 31, 2017, through, but excluding, the Redemption Date. As a result, we
recorded loss on extinguishment of debt of $1,059,000.
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Origination and Servicing

The increase in origination and servicing expenses was attributed to $2,188,000 of origination and
servicing costs incurred from SBL. Effective January 1, 2019, certain employees performing origination and
servicing functions were hired by SBL. As a result, costs related to these employees previously included in
salaries and benefits, are included in origination and servicing — related party.

Net Realized Gains and Net Unrealized Appreciation and Depreciation

Net realized gains from SBA non-affiliate investments for the three months ended March 31, 2019 and
2018 were $9,344,000 and $9,881,000, respectively, which included realized losses of $402,000 and $394,000,
respectively.

Net Realized Gains on SBA Non-Affiliate Investments

Three Months Ended
March 31, 2019 March 31, 2018
# of Debt # of Debt
(in thousands) Investments $ Amount Investments $ Amount
SBA non-affiliate investments originated during the
quarter 120 $ 97,779 125 $ 91,360
SBA guaranteed non-affiliate investments sold
during the quarter 117 $ 74,102 114 $ 73,181
Realized gains recognized on sale of SBA
guaranteed non-affiliate investments — $ 9,746 — $ 10,275
Average sale price as a percent of principal balance® — 111.09% — 111.82%

(1) Realized gains greater than 110.00% must be split 50/50 with the SBA in accordance with SBA regulations. The
realized gains recognized above reflects amounts net of split with the SBA.

Net Unrealized Appreciation (Depreciation) on Investments

Three Months  Three Months

Ended Ended

(in thousands) March 31, 2019 March 31, 2018 Change
Net unrealized appreciation (depreciation) on SBA

guaranteed non-affiliate investments $ 70 $ (280) $ 350
Net unrealized appreciation on SBA unguaranteed non-

affiliate investments 2,629 992 1,637
Net unrealized (depreciation) appreciation on controlled

investments (1,947) 1,170 (3,117)
Change in deferred taxes 529 (299) 828
Total net unrealized appreciation on investments $ 1,281 $ 1,583 % (302)

Net unrealized appreciation (depreciation) on SBA guaranteed non-affiliate investments relates to
guaranteed portions of SBA debt investments made which the Company sells into a secondary market.
Unrealized appreciation of SBA guaranteed investments represents the fair value adjustment of guaranteed
portions of loans which have not yet been sold. Unrealized depreciation represents the reversal of unrealized
appreciation when the SBA 7(a) loans are sold.
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Net Unrealized Appreciation (Depreciation) on Controlled Investments

Three Months  Three Months

Ended Ended

(in thousands) March 31, 2019 March 31, 2018 Change
Newtek Merchant Solutions, LLC $ — % 5000 $ (5,000)
Newtek Technology Solutions, Inc. (1,500) (1,200) (300)
SIDCO, LLC (320) — (320)
PMTWorks Payroll, LLC (185) (70) (115)
banc-serv Partners, LL.C (242) (1,960) 1,718
Small Business Lending, LLC 300 (400) 700
Newtek Insurance Agency, LLC — (200) 200
Total net unrealized (depreciation) appreciation on

controlled investments $ (1,947) % 1,170 $ (3,117)

Unrealized depreciation related to our investment in NTS was primarily due to the Company’s inability to
add sufficient new business and resulting decline in revenue.

During the three months ended March 31, 2019 and 2018, the Company contributed $185,000 and
$70,000, respectively to PMT for working capital needs. Based on PMT’s inability to generate sufficient cash
flows and their continued losses, the Company recognized unrealized depreciation of $185,000 and $70,000,
respectively.

The Company contributed $242,000 in capital to BSP during the three months ended March 31, 2019 for
legal fees and other working capital needs which increased the cost basis in BSP. The Company recognized
$242,000 in unrealized depreciation on BSP during the three months ended March 31, 2019.

Provision for Deferred Taxes on Unrealized Appreciation of Investments

Certain consolidated subsidiaries of ours are subject to U.S. federal and state income taxes. These taxable
subsidiaries are not consolidated with the Company for income tax purposes, but are consolidated for GAAP
purposes, and may generate income tax liabilities or assets from temporary differences in the recognition of
items for financial reporting and income tax purposes at the subsidiaries. During the three months ended March
31, 2019 and 2018, we recognized a benefit for deferred taxes of $529,000 and provision for deferred taxes of
$299,000 related to the net unrealized appreciation and depreciation of controlled portfolio company
investments, respectively.

Comparison of the year ended December 31, 2018 and 2017

Investment Income

December 31, December 31,

(in thousands) 2018 2017 Change
Investment income:
Interest income $ 23,807 $ 18,671 $ 5,136
Dividend income 12,630 9,747 2,883
Servicing income 8,552 7,206 1,346
Other income 4,526 3,290 1,236
Total investment income $ 49,515 $ 38,914 $ 10,601
Interest Income

The increase in interest income was attributable to the average outstanding performing portfolio of SBA
non-affiliate investments increasing to $282,378,000 from $227,761,000 for the years ended December 31,
2018 and 2017, respectively, combined with an increase in the Prime Rate. During the year ended December 31,
2017, the Prime Rate was increased three times, to 3.75%, effective January 2017, to 4.00%, effective April
2017 and to 4.25%, effective July 2017. During the year ended December 31, 2018 the Prime Rate was
increased three times, from 4.50% in January 2018 to 4.75%, effective April 2018, to 5.00% effective July
2018, and to 5.25% effective October 2018. The increase in the average outstanding performing portfolio
resulted from the origination of new SBA non-affiliate investments during the year. We also recognized an
additional $1,309,000 of interest income year
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over year from holding SBA guaranteed loans. Offsetting these increases was $1,493,000 of interest income
related to accrued non-performing interest owed by two borrowers who paid their accrued interest balance in
full in 2017.

Dividend Income
December 31, December 31,

(in thousands) 2018 2017 Change
Newtek Merchant Solutions, LL.C $ 7,800 $ 7,100 $ 700
Premier Payments LLC 2,950 1,575 1,375
International Professional Marketing, Inc. 125 550 (425)
SIDCO, LLC 1,250 225 1,025
Mobil Money, LLC 165 — 165
CDS Business Services, Inc. — 200 (200)
The Secure CyberGateway, LLC — 47 47)
United Capital Source, LLC 275 50 225
EMCAP Loan Holdings, LLC 65 — 65
Total dividend income $ 12,630 $ 9,747 $ 2,883

Dividend income increased $2,883,000 year over year based on each portfolio company’s financial
results. During the year ended December 31, 2018, we earned $275,000 of dividend income from UCS, a
wholly-owned controlled portfolio company that we invested in October 2017. See Note 3 to our consolidated
financial statements for the year ended December 31, 2018 for the discussion on the subsequent sale of UCS.
During the year ended December 31, 2018, we earned an additional $600,000 of dividend income from IPM and
SIDCO (combined as SIDCO was spun-off as a separate entity from IPM in July 2017), as a result of ownership
for the full year. The increase in dividend income from NMS and Premier was a result increased profitability
year over year, as well as an additional dividend paid by Premier in the fourth quarter of 2018 resulting from a
portion of the gain recognized from the sale of one of its merchant portfolios. Dividend income is dependent on
portfolio company earnings. Current period dividend income may not be indicative of future period dividend
income.

NSBF Servicing Portfolio and Related Servicing Income

The following table represents NSBF originated servicing portfolio and servicing income earned for the
years ended December 31, 2018 and 2017:

December 31, December 31,

(in thousands): 2018 2017 Change
Total NSBF originated servicing portfolio® $ 1,498,907 $ 1,221,624 $ 277,283
Total servicing income earned $ 8,552 $ 7,206 $ 1,346

(1)  Of this amount, the total average NSBF originated portfolio earning servicing income was $975,852,000 and
$783,578,000 for the years ended December 31, 2018 and 2017, respectively.

The increase in servicing income was attributable to the increase in total portfolio investments for which
we earn servicing income. The portfolio earning servicing income increased $192,274,000 year over year. The
increase was attributable to an increase in SBA 7(a) non-affiliate investments from 2017 to 2018.

Other Income

Other income relates primarily to legal, packaging, prepayment, and late fees earned from SBA 7(a)
loans. The increase was related to an increase in legal and packaging fees earned as a result of the larger dollar
volume of loans originated.
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Expenses:

December 31, December 31,

(in thousands) 2018 2017 Change
Salaries and benefits $ 21,082 $ 19,292  $ 1,790
Interest 16,066 11,397 4,669
Depreciation and amortization 484 402 82
Professional fees 3,094 3,009 85
Origination and servicing 8,362 5,871 2,491
Change in fair value of contingent consideration liabilities (51) (455) 404
Loss on extinguishment of debt 1,059 — 1,059
Other general and administrative costs 6,907 7,279 (372)
Total expenses $ 57,003 $ 46,795 $ 10,208

Salaries and Benefits

Salaries and benefits increased $1,790,000 primarily due to an increase in headcount at NSBF. The
additional headcount relates primarily to employees performing loan processing, loan closing or loan servicing
functions as a result of the increase in loan originations.

Interest Expense

The following is a summary of interest expense by facility for the years ended December 31, 2018 and
2017:

December 31, December 31,

(in thousands) 2018 2017 Change
Notes payable — Securitization Trusts $ 8,748 $ 5,537 $ 3,211
Bank notes payable 1,473 1,188 285
Notes due 2022 707 707 —
Notes due 2021 718 3,164 (2,446)
Notes due 2023 3,483 — 3,483
Notes payable — related parties 916 780 136
Other 21 21 —
Total interest expense $ 16,066 $ 11,397 $ 4,669

The increase in interest expense year over year is primarily related to interest from the Notes payable —
Securitization trusts and 2023 Notes. The increase from Notes payable — Securitization trusts was the result of
an additional securitization transaction completed in December 2017. We recognized $3,483,000 of interest
expense attributable to the 2023 Notes, offset by the decrease in interest expense related the 2021 Notes of
$2,446,000 as a result of our redemption of $40,250,000 of the 2021 Notes in March 2018 and issuance of
$57,500,000 of 2023 Notes.

During the year ended December 31, 2018, we redeemed all $40,250,000 in aggregate principal amount
of the 2021 Notes at 100% of their principal amount ($25 per Note), plus the accrued and unpaid interest
thereon from December 31, 2017, through, but excluding, the Redemption Date. As a result, we recorded loss
on extinguishment of debt of $1,059,000 during the year ended December 31, 2018.

Origination and Servicing

The increase in origination and servicing expenses was attributed to an increase in referral fees of
$998,000 resulting from increased SBA 7(a) loan originations year over year, as well as a $1,493,000 increase
in loan processing, liquidation and loan recovery expenses, all of which resulted from an increase in the
outstanding loan portfolio period over period.
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Change in Fair Value of Contingent Consideration

A portion of our investments in IPM and Mobil Money consisted of contingent consideration based on
both entities attaining specific income levels for 2018 and 2017 with respect to our investment in IPM and 2018
and 2019 with respect to our investment in Mobil Money. As a result, we decreased the contingent consideration
liability by $51,000 and $455,000 for the years ended December 31, 2018 and 2017.

Net Realized Gains and Net Unrealized Appreciation and Depreciation

Net realized gains from SBA non-affiliate investments for the years ended December 31, 2018 and 2017
were $42,845,000 and $39,617,000, respectively, which includes realized losses on SBA non-affiliate
investments of $2,738,000 and $894,000 during the years ended December 31, 2018 and 2017, respectively.
During the second half of 2018, sale prices for guaranteed portions of SBA 7(a) loans were negatively impacted
by market conditions, in particular a higher interest rate environment, which led to higher prepayments during
the period resulting in lower sale prices in the secondary market. A continuation or further reduction in the price
of guaranteed SBA 7(a) loans could negatively impact our business.

During the year ended December 31, 2018, the Company originated a non-SBA, conventional loan for
$5,700,000 which was sold for $5,978,000 resulting in a realized gain of $278,000.

Net Realized Gains on SBA Non-Affiliate Investments

December 31, 2018 December 31, 2017
# of Debt # of Debt

(in thousands) Investments $ Amount Investments $ Amount
SBA non-affiliate investments originated 569 $ 469,176 480 $ 385,882
SBA guaranteed non-affiliate investments sold 563 $ 360,483 458 $ 283,630
Realized gains recognized on sale of SBA

guaranteed non-affiliate investments — $ 45,583 — $ 40,511
Average sale price as a percent of principal balance® 110.52% 111.99%

(1) Realized gains greater than 110.00% must be split 50/50 with the SBA in accordance with SBA regulations. The
realized gains recognized above reflects amounts net of split with the SBA.

Net Unrealized Appreciation (Depreciation) on Investments

December 31, December 31,

(in thousands) 2018 2017 Change
Net unrealized (depreciation) appreciation on SBA

guaranteed non-affiliate investments $ (766) $ 1,398 $ (2,164)
Net unrealized appreciation (depreciation) on SBA

unguaranteed non-affiliate investments 3,471 (1,342) 4,813
Net unrealized appreciation on controlled investments 4,048 12,957 (8,909)
Change in deferred taxes (1,077) (2,179) 1,102
Total net unrealized appreciation on investments $ 5676 $ 10,834 $ (5,158)

Net unrealized appreciation (depreciation) on SBA guaranteed non-affiliate investments relates to the
guaranteed portions of SBA debt investments originated which the Company sells into a secondary market.
Unrealized appreciation of SBA guaranteed non-affiliate investments represents the fair value adjustment of
guaranteed portions of loans which have not yet been sold. Unrealized depreciation represents the reversal of
unrealized appreciation when the SBA 7(a) loans are sold. Valuation of SBA guaranteed non-affiliate
investments were negatively impacted in 2018 due to market conditions and a higher interest rate environment
which resulted in increased prepayment speeds.

69




Net Unrealized Appreciation (Depreciation) on Controlled Investments

December 31, December 31,

(in thousands) 2018 2017 Change
Newtek Merchant Solutions, LLC® $ 13,250 $ 17,000 $ (3,750)
Newtek Technology Solutions, Inc. (3,900) (7,659) 3,759
Premier Payments LLC® — 2,000 (2,000)
CDS Business Services, Inc. (3,000) 7,250 (10,250)
PMTWorks Payroll, LLC (381) (3,045) 2,664
banc-serv Partners, LLC (4,939) (2,000) (2,939)
Small Business Lending, LLC 550 (800) 1,350
The Secure CyberGateway, LLC — 300 (300)
Newtek Insurance Agency, LLC (420) — (420)
International Professional Marketing, Inc (700) — (700)
SIDCO, LLC 700 — 700
Newtek Business Lending, LLC 3,000 — 3,000
Titanium Asset Management LL.C — (42) 42
Excel WebSolutions, LLC (112) (47) (65)
Total net unrealized appreciation on controlled

investments $ 4,048 $ 12,957 $ (8,909)

(1) At December 31, 2018, Premier merged into NMS and as a result the valuation of NMS and related unrealized
appreciation represents that of the combined entity.

Unrealized appreciation related to our investment in NMS was related to an increase in revenue and
EBITDA projections combined with a decrease in the corporate income tax rate as recently enacted by
Congress.

Unrealized depreciation related to our investment in NTS was primarily due to the cybersecurity event at
NTS in early 2018, as well as NTS’ inability to add sufficient new business and resulting decline in revenue.
NTS expects to incur additional costs associated with the continued cyber security remediation.

The increase of $3,000,000 at NBL and corresponding decrease of $3,000,000 at NBC during the year
ended December 31, 2018 was a result of NBC’s SBA 504 lending program being conducted by NBL. NBL’s
business will focus on SBA 504 and construction lending, while NBC focuses on accounts receivable and
inventory financing.

During the year ended December 31, 2018, we contributed $381,000 and $135,000 to PMT and NIA,
respectively, for working capital needs. Based on PMT’s and NIA’s inability to generate sufficient cash flows
and their continued losses, we recognized unrealized depreciation of $381,000 and $420,000 for the year.

We recognized $4,939,000 in unrealized depreciation on our investment in BSP during the year ended
December 31, 2018, which includes $1,509,000 in capital contributions which increased the cost basis of our
investment in BSP. The valuation change for the year ended December 31, 2018, was the result of several
quantitative and qualitative factors. On a quantitative basis, BSP’s financial performance has declined since we
made our initial investment in BSP in 2016, and BSP has since lost customers, materially impacting its
business. Second, as previously disclosed, on October 12, 2017, the FBI executed a search warrant at BSP’s
office in Westfield, Indiana. In addition, Kerri Agee, the former owner and President of BSP, was terminated in
April 2018. As a result of the foregoing factors which have impacted BSP’s ability to retain customers, BSP has
assigned a significant number of its customer servicing agreements to SBL, as well as transferred remaining
employees of BSP to SBL to continue to service those customers. As such, BSP was determined to have a fair
value of zero as of December 31, 2018 and SBL’s value increased due to the additional cash flows from the
assigned third-party servicing accounts.

Provision for Deferred Taxes on Net Unrealized Appreciation of Investments

Certain consolidated subsidiaries of ours are subject to U.S. federal and state income taxes. These taxable
subsidiaries are not consolidated with the Company for income tax purposes, but are consolidated for GAAP
purposes, and may generate income tax liabilities or assets from temporary differences in the recognition of
items

70




for financial reporting and income tax purposes at the subsidiaries. During the years ended December 31, 2018
and 2017, we recognized a provision for deferred taxes of $1,077,000 and $2,179,000, respectively, related to
the net unrealized appreciation of controlled portfolio company investments.

Net Unrealized Depreciation on Servicing Assets

December 31, December 31,
(in thousands) 2018 2017 Change

Net unrealized depreciation on servicing assets $ (5,685) $ (3,394) $ (2,291)
The increase in unrealized depreciation on servicing assets is primarily related to the increase in the
discount rate from 12.20% to 14.24%, coupled with an increase in the cumulative prepayment rate from 18.50%

to 26.00%.

Comparison of the year ended December 31, 2017 and 2016

Investment Income

December 31, December 31,

(in thousands) 2017 2016 Change
Investment income:
Interest income $ 18,671 $ 11,518 $ 7,153
Dividend income 9,747 10,573 (826)
Servicing income 7,206 6,160 1,046
Other income 3,290 2,714 576
Total investment income $ 38,914 $ 30,965 $ 7,949
Interest Income

The increase in interest income was attributable to the average outstanding performing portfolio of SBA
non-affiliate investments increasing to $227,761,000 from $176,210,000 for the years ended December 31,
2017 and 2016, respectively, combined with an increase in the Prime Rate. During the year ended December 31,
2016 the Prime Rate was 3.50%. During the year ended December 31, 2017 the Prime Rate was increased
three times to 3.75%, effective January 2017, to 4.00%, effective April 2017 and to 4.25%, effective July 2017.
The increase in the average outstanding performing portfolio resulted from the origination of new SBA non-
affiliate investments during the year. In addition, during the year ended December 31, 2017, we recognized
$1,493,000 of interest income related to accrued non-performing interest owed by two borrowers who paid their
accrued interest balance in full.

Dividend Income
December 31, December 31,

(in thousands) 2017 2016 Change
Universal Processing Services of Wisconsin, LLC $ 7,100 $ 6,800 $ 300
Premier Payments LLC 1,575 1,735 (160)
Newtek Technology Solutions, Inc. — 990 (990)
International Professional Marketing, Inc. 550 — 550
SIDCO, LLC 225 — 225
Small Business Lending, LLC — 696 (696)
banc-serv Partners, LLC — 300 (300)
CDS Business Services, Inc. 200 — 200
The Secure CyberGateway, LL.C 47 52 5)
United Capital Source, LLC 50 — 50
Total dividend income $ 9,747 $ 10,573 $ (826)
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Dividend income decreased $826,000 year over year. During the year ended December 31, 2017, we
earned $200,000 of dividend income from NBC, $550,000 and $225,000 of dividend income from IPM and
SIDCO, respectively, both new wholly-owned controlled portfolio companies that we invested in on April 6,
2017. Dividend income earned from NMS increased $300,000 year over year. These increases were offset by
decreases in dividend income earned from NTS, SBL and BSP. Dividend income is dependent on portfolio
company earnings. Current period dividend income may not be indicative of future period dividend income.

NSBF Servicing Portfolio and Related Servicing Income

The following table represents NSBF originated servicing portfolio and servicing income earned for the

years ended December 31, 2017 and 2016:

December 31,

December 31,

(in thousands): 2017 2016 Change
Total NSBF originated servicing portfolio® $ 1,221,624 $ 960,517 $ 261,107
Total servicing income earned $ 7,206 $ 6,160 $ 1,046

(1)  Of this amount, the total average NSBF originated portfolio earning servicing income was $783,578,000 and
$633,126,000 for the years ended December 31, 2017 and 2016, respectively.

The increase in servicing income was attributable to the increase in total portfolio investments for which
we earn servicing income. The portfolio earning servicing income increased $150,452,000 year over year. The
increase was attributable to an increase in SBA 7(a) non-affiliate investments from 2016 to 2017.

Other Income

Other income relates primarily to legal, packaging, prepayment, and late fees earned from SBA 7(a)
loans. The increase was related to an increase in legal and packaging fees earned as a result of the larger dollar
volume of loans originated.

Expenses:

December 31, December 31,
(in thousands) 2017 2016 Change
Salaries and benefits $ 19,292 $ 15,234 $ 4,058
Interest 11,397 8,440 2,957
Depreciation and amortization 402 296 106
Professional fees 3,009 3,274 (265)
Origination and servicing 5,871 6,046 (175)
Change in fair value of contingent consideration liabilities (455) — (455)
Other general and administrative costs 7,279 6,935 344
Total expenses $ 46,795 $ 40,225 $ 6,570

Salaries and Benefits

Salaries and benefits increased $4,058,000 primarily due to an increase in headcount at NSBF. The
additional headcount relates primarily to employees performing loan processing, loan closing or loan servicing
functions as a result of the increase in loan originations. The increase in salaries and benefits was also related to
a $386,000 increase in stock-based compensation expense year over year.
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Interest Expense

The following is a summary of interest expense by facility for the years ended December 31, 2017 and
2016:

December 31, December 31,

(in thousands) 2017 2016 Change
Notes payable — Securitization Trusts $ 5,537 $ 3,976 $ 1,561
Bank notes payable 1,188 1,260 (72)
Notes due 2022 707 708 (@)
Notes due 2021 3,164 2,181 983
Notes payable — related parties 780 260 520
Other 21 55 (34)
Total interest expense $ 11,397 $ 8,440 $ 2,957

The increase in interest expense year over year is primarily related to interest from the Notes payable —
Securitization trusts, 2021 Notes and Notes payable — related parties. The increase from Notes payable —
Securitization trusts was the result of an additional securitization transaction completed in November 2016 and
December 2017. In April 2016, we issued $40,250,000 of 2021 Notes bearing interest at 7.00%. During the year
ended December 31, 2017, we incurred a full year of interest expense as compared to a partial year of interest
expense in 2016. The increase from Notes payable — related parties was related to the increase in the average
outstanding balance year over year.

Change in Fair Value of Contingent Consideration

A portion of our investment in IPM consisted of contingent consideration based on IPM attaining specific
EBITDA levels for 2017 and 2018. During the year ended December 31, 2017, we reduced the contingent
consideration liability by $455,000 based on the probability of IPM attaining specific EBITDA levels for 2017
and 2018.

Other General and Administrative Costs

Other general and administrative costs include managed IT services, marketing, rent and other costs. In
April 2016, the Company moved its headquarters to Lake Success, New York. As a result, the Company vacated
its spaces in West Hempstead, New York and New York, New York. The Company recorded a loss of $604,000
related to the remaining liabilities under the West Hempstead lease, offset by future rental income, during the
year ended December 31, 2016. No such expense was incurred during the year ended December 31, 2017. The
Company has sublet both spaces. This decrease was offset by $1,397,000 of bad debt expense related to
amounts owed from related parties, primarily PMT and BSP, which we determined to be uncollectible and an
increase in referral fees of $485,000 related to the increase in loan originations year over year.

Net Realized Gains and Net Unrealized Appreciation and Depreciation

Net realized gains or losses on investments are measured by the difference between the net proceeds from
the repayment or sale and the cost basis of our investments without regard to unrealized appreciation or
depreciation previously recognized and includes investments charged off during the period, net of recoveries.
The net change in unrealized appreciation or depreciation on investments reflects the change in portfolio
investment fair values during the reporting period, including the reversal of previously recorded unrealized
appreciation or depreciation when gains or losses are realized.
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Net Realized Gains on SBA Non-Affiliate Investments

Net realized gains from SBA non-affiliate investments for the years ended December 31, 2017 and 2016
were $39,617,000 and $31,512,000, respectively, which includes realized losses of $894,000 and $925,000
during the years ended December 31, 2017 and 2016, respectively.

December 31, 2017 December 31, 2016
# of Debt # of Debt

(in thousands) Investments $ Amount Investments $ Amount
SBA non-affiliate investments originated 480 $ 385,882 402 $ 309,147
SBA guaranteed non-affiliate investments sold 458 $ 283,630 379 $ 226,435
Realized gains recognized on sale of SBA

guaranteed non-affiliate investments — $ 40,511 — $ 32,437
Average sale price as a percent of principal balance® 111.99% 111.91%

(1) Realized gains greater than 110.00% must be split 50/50 with the SBA in accordance with SBA regulations. The
realized gains recognized above reflects amounts net of split with the SBA.

Net Realized Gains (Losses) on Controlled Investments

During the year ended December 31, 2017 we recorded $200,000 in net realized losses from controlled
portfolio companies which consisted of a $100,000 realized gain from a distribution in excess of cost basis from
SBL and a $300,000 realized loss related to the reversal of unrealized depreciation on a debt investment in The
Secure CyberGateway, LLC. For the year ended December 31, 2016, realized gains on controlled investments
were $108,000 and represented distributions from SBL in excess of cost basis.

Net Unrealized Appreciation (Depreciation) on Investments

December 31, December 31,

(in thousands) 2017 2016 Change
Net unrealized appreciation on SBA guaranteed non-

affiliate investments $ 1,398 $ 1,035 $ 363
Net unrealized (depreciation) appreciation on SBA

unguaranteed non-affiliate investments (1,342) 18 (1,360)
Net unrealized appreciation on controlled investments 12,957 11,337 1,620
Change in deferred taxes (2,179) (5,128) 2,949
Net unrealized depreciation on non-control/non-affiliate

investments — (43) 43
Net unrealized loss in credits in lieu of cash and notes

payable in credits in lieu of cash — (5) 5
Total net unrealized appreciation on investments $ 10,834 $ 7,214  $ 3,620

Net unrealized appreciation (depreciation) on SBA guaranteed non-affiliate investments relates to
guaranteed portions of SBA debt investments made which the Company sells into a secondary market.
Unrealized appreciation of SBA guaranteed investments represents the fair value adjustment of guaranteed
portions of loans which have not yet been sold. Unrealized depreciation represents the reversal of unrealized
appreciation when the SBA 7(a) loans are sold.
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Net Unrealized Appreciation (Depreciation) on Controlled Investments

December 31, December 31,

(in thousands) 2017 2016 Change
Universal Processing Services of Wisconsin, LLC $ 17,000 $ 10,552 $ 6,448
Newtek Technology Solutions, Inc. (7,659) (975) (6,684)
Premier Payments LLC 2,000 4,562 (2,562)
CDS Business Services, Inc. 7,250 (175) 7,425
PMTWorks Payroll, LLC (3,045) (185) (2,860)
banc-serv Partners, LLC (2,000) 140 (2,140)
Small Business Lending, LLC (800) (2,200) 1,400
The Secure CyberGateway, LLC 300 (296) 596
Titanium Asset Management LL.C 42) (86) 44
Excel WebSolutions, LLC 47) — 47)
Total net unrealized appreciation on controlled

investments $ 12,957 $ 11,337  $ 1,620

Unrealized appreciation related to our investment in NMS and Premier was related to an increase in
revenue and EBITDA projections combined with a decrease in the corporate income tax rate as recently enacted
by Congress. Unrealized appreciation related to our investment in NBC was related to growth in its SBA 504
lending program and growth in its accounts receivable and inventory financing programs.

Unrealized depreciation related to our investment in NTS was related to weak financial performance.
During the year ended December 31, 2017, we made an additional $1,000,000 debt investment in NPS. Due to
NPS’ continued negative cash flows, we recorded an unrealized loss of $3,045,000 on our total investment in
NPS, which consisted of an $860,000 equity investment and $2,185,000 of debt investments, including a
$1,000,000 investment made in NPS in 2017. During the year ended December 31, 2017, the Company
recorded a $2,000,000 unrealized loss on its investment in BSP to reflect the potential impact to the business
and tradename as a result of the FBI investigation discussed in Note 9.

Provision for Deferred Taxes on Net Unrealized Appreciation of Investments

Certain consolidated subsidiaries of ours are subject to U.S. federal and state income taxes. These taxable
subsidiaries are not consolidated with the Company for income tax purposes, but are consolidated for GAAP
purposes, and may generate income tax liabilities or assets from temporary differences in the recognition of
items for financial reporting and income tax purposes at the subsidiaries. During the years ended December 31,
2017 and 2016, we recognized a provision for deferred taxes of $2,179,000 and $5,128,000, respectively,
related to the net unrealized appreciation of controlled portfolio company investments.

Net Unrealized Depreciation on Servicing Assets

December 31, December 31,
(in thousands) 2017 2016 Change

Net unrealized depreciation on servicing assets $ (3,394) $ (2,269) $ (1,125)

The increase in unrealized depreciation on servicing assets is primarily related to the increase in the
discount rate from 12.20% to 13.06% and an increase in the cumulative prepayment rate from 18.50% to
20.00%.

Liquidity and Capital Resources

Overview

Our liquidity and capital resources are derived from our Capital One Facility, Notes payable — related
parties, 2022 Notes, 2023 Notes, securitization transactions and cash flows from operations, including
investment sales and repayments, and income earned. Our primary use of funds from operations includes
investments in portfolio companies and payments of fees and other operating expenses we incur. We have used,
and expect to continue to use, our borrowings and the proceeds from the turnover of our portfolio and from
public and private offerings of securities to finance our investment objectives. We may raise additional equity or
debt capital through both
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registered offerings off a shelf registration, including “At-The-Market”, or ATM, and private offerings of
securities. As of March 31, 2019, our asset coverage was 182% based on $358,073,000 of aggregate principal
amount of senior securities outstanding. On April 27, 2018, we announced that our Board, including a “required
majority” (as such term is defined in Section 57(0) of the 1940 Act) of the Board, approved a proposal to reduce
our asset coverage requirement as set forth in Section 61(a)(2) of the 1940 Act, from 200% to 150%, pursuant to
recent modifications included in the Small Business Credit Availability Act. Such change would have been
effective April 27, 2019. However, on July 26, 2018, our stockholders approved a proposal to reduce our asset
coverage requirement to 150%, effective July 27, 2018.

Public Offerings

ATM Program

The ATM Equity Distribution Agreement provides that we may offer and sell up to 4,400,000 shares of
common stock from time to time through the Placement Agents. From inception through March 31, 2019, we
sold 1,565,071 shares of our common stock at a weighted average price of $17.96 per share. Proceeds, net of
offering costs and expenses were $27,360,000. The Company has up to an additional 2,834,929 shares of
common stock available under the ATM Equity Distribution Agreement as of March 31, 2019.

We used the net proceeds for funding investments in debt and equity securities in accordance with our
investment objective and strategies and for general corporate purposes including funding investments, repaying
outstanding indebtedness and other general corporate purposes.

Debt Offerings

In February 2018, the Company and the Trustee entered into the Third Supplemental Indenture to the
Base Indenture between the Company and the Trustee, relating to the Company’s issuance, offer and sale of
$50,000,000 aggregate principal amount of 6.25% Notes due 2023. The Company granted an overallotment
option of up to $7,500,000 in aggregate principal amount of the 2023 Notes. The sale of the Notes generated
proceeds of approximately $47,901,000, net of underwriter’s fees and expenses. In February 2018, the
underwriters exercised their option to purchase $7,500,000 in aggregate principal amount of notes for an
additional $7,275,000 in net proceeds. The 2023 Notes are the Company’s direct unsecured obligations and
rank: (i) pari passu with the Company’s other outstanding and future unsecured indebtedness; (ii) senior to any
of the Company’s future indebtedness that expressly provides it is subordinated to the 2023 Notes; (iii)
effectively subordinated to all the Company’s existing and future secured indebtedness (including indebtedness
that is initially unsecured to which the Company subsequently grants security), to the extent of the value of the
assets securing such indebtedness; and (iv) structurally subordinated to all existing and future indebtedness and
other obligations of any of the Company’s subsidiaries.

The 2023 Notes will mature on March 1, 2023 and may be redeemed in whole or in part at the Company’s
option at any time or from time to time on or after March 1, 2020, at a redemption price of 100% of the
outstanding principal amount thereof plus accrued and unpaid interest payments otherwise payable for the then-
current quarterly interest period accrued to but not including the date fixed for redemption. The 2023 Notes bear
interest at a rate of 6.25% per year payable quarterly on March 1, June 1, September 1, and December 1 of each
year, commencing on June 1, 2018, and trade on the Nasdaq Global Market under the trading symbol
“NEWTL.”

The Base Indenture, as supplemented by the Third Supplemental Indenture, contains certain covenants
including covenants requiring the Company to comply with (regardless of whether it is subject to) the asset
coverage requirements set forth in Section 18(a)(1)(A) of the 1940 Act as modified by Section 61(a)(1) of the
1940 Act (or any successor provisions), to comply with (regardless of whether it is subject to) the restrictions on
dividends, distributions and purchase of capital stock set forth in Section 18(a)(1)(B) of the 1940 Act as
modified by Section 61(a) of the 1940 Act and to provide financial information to the holders of the 2023 Notes
and the Trustee if the Company should no longer be subject to the reporting requirements under the Exchange
Act. These covenants are subject to important limitations and exceptions that are described in the Base
Indenture, as supplemented by the First Supplemental Indenture. The Base Indenture provides for customary
events of default and further provides that the Trustee or the holders of 25% in aggregate principal amount of
the outstanding 2023 Notes may declare such 2023 Notes immediately due and payable upon the occurrence of
any event of default after expiration of any applicable grace period. At March 31, 2019, the Company was in
compliance with all covenants related to the 2023 Notes.
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In April 2016, the Company and the Trustee, entered into the Second Supplemental Indenture to the Base
Indenture between the Company and the Trustee, relating to the Company’s issuance, offer and sale of
$35,000,000 aggregate principal amount of 7.0% Notes due 2021. The Company granted an overallotment
option of up to $5,250,000 in aggregate principal amount of the 2021 Notes. The sale of the Notes generated
proceeds of approximately $33,750,000, net of underwriter’s fees and expenses. In May 2016, the underwriters
exercised their option to purchase $5,250,000 in aggregate principal amount of notes for an additional
$5,066,000 in net proceeds. The 2021 Notes are the Company’s direct unsecured obligations and rank: (i) pari
passu with the Company’s other outstanding and future unsecured indebtedness; (ii) senior to any of the
Company’s future indebtedness that expressly provides it is subordinated to the 2021 Notes; (iii) effectively
subordinated to all the Company’s existing and future secured indebtedness (including indebtedness that is
initially unsecured to which the Company subsequently grants security), to the extent of the value of the assets
securing such indebtedness; and (iv) structurally subordinated to all existing and future indebtedness and other
obligations of any of the Company’s subsidiaries.

On March 22, 2018, the Company redeemed all $40,250,000 in aggregate principal amount of the 2021
Notes at 100% of their principal amount ($25 per Note), plus the accrued and unpaid interest thereon from
December 31, 2017, through, but excluding, the Redemption Date.

In September 2015, the Company and the Trustee entered into the Base Indenture and the First
Supplemental Indenture relating to the Company’s issuance, offer, and sale of $8,324,000, including the
underwriter’s partial exercise of their over-allotment option, in aggregate principal amount of the 7.5% Notes
due 2022. The 2022 Notes are the Company’s direct unsecured obligations and rank: (i) pari passu with the
Company’s other outstanding and future unsecured indebtedness; (ii) senior to any of the Company’s future
indebtedness that expressly provides it is subordinated to the 2022 Notes; (iii) effectively subordinated to all the
Company’s existing and future secured indebtedness (including indebtedness that is initially unsecured to which
the Company subsequently grants security), to the extent of the value of the assets securing such indebtedness;
and (iv) structurally subordinated to all existing and future indebtedness and other obligations of any of the
Company’s subsidiaries. The 2022 Notes will mature on September 30, 2022 and may be redeemed in whole or
in part at the Company’s option at any time or from time to time on or after September 23, 2018, at a
redemption price of 100% of the outstanding principal amount thereof plus accrued and unpaid interest
payments otherwise payable for the then-current quarterly interest period accrued to but not including the date
fixed for redemption. Proceeds net of offering costs and expenses were $7,747,000.

The Base Indenture, as supplemented by the First Supplemental Indenture, contains certain covenants
including covenants requiring the Company to comply with (regardless of whether it is subject to) the asset
coverage requirements set forth in Section 18(a)(1)(A) of the 1940 Act as modified by Section 61(a)(1) of the
1940 Act, to comply with the restrictions on dividends, distributions and purchase of capital stock set forth in
Section 18(a)(1)(B) of the 1940 Act as modified by Section 61(a) of the 1940 Act (or any successor provisions),
and to provide financial information to the holders of the 2022 Notes and the Trustee if the Company should no
longer be subject to the reporting requirements under the Exchange Act. These covenants are subject to
important limitations and exceptions that are described in the Base Indenture, as supplemented by the Second
Supplemental Indenture. The Base Indenture provides for customary events of default and further provides that
the Trustee or the holders of 25% in aggregate principal amount of the outstanding 2022 Notes may declare
such 2022 Notes immediately due and payable upon the occurrence of any event of default after expiration of
any applicable grace period. At March 31, 2019, the Company was in compliance with all covenants related to
the 2022 Notes.

Capital One Facilities

In May 2017, NSBF amended its Capital One facility to increase the facility from $50,000,000 to
$100,000,000 and reduce the interest rate. The facility was amended again in June 2018 and the portion of the
facility collateralized by the government guaranteed portion of SBA 7(a) loans, was reduced to Prime minus
0.75% (previously Prime minus 0.25%). The interest rate on the portion of the facility, collateralized by the non-
guaranteed portion of SBA 7(a) loans, was reduced to Prime plus 0.25% (previously Prime plus 0.75%). The
facility provides for a 55% advance rate on the non-guaranteed portions of the SBA 7(a) loans NSBF originates,
and a 90% advance rate on the guaranteed portions of SBA 7(a) loans NSBF originates. In addition, the
amendment extended the date on which the facility will convert to a term loan from May 16, 2017 to May 11,
2020 and extended the maturity date of the facility to May 11, 2022.

77




At March 31, 2019, we had $29,900,000 and $34,600,000 outstanding under the unguaranteed and
guaranteed lines of credit, respectively. At March 31, 2019, we were in full compliance with all applicable loan
covenants.

Notes Payable — Related Parties

In June 2015, the Company entered into the Related Party RLOC with certain controlled portfolio
companies. Maximum borrowings under the Related Party RLOC were $38,000,000.

In June 2017, the Related Party RLOC was amended to increase maximum borrowings to $50,000,000.
The outstanding balance had an interest rate equal to LIBOR (with a floor of 0.50%) plus 6.0% or at a rate equal
to the greater of the Prime Rate or 3.5% plus 5.0%. In November 2018, the Related Party RLOC was amended
to reduce the interest rate to the lesser LIBOR plus 2.5% or the Prime Rate plus 1.5%.

At March 31, 2019, the Related Party RLOC interest rate was 4.99%. The Related Party RLOC has a
maturity date of November 8, 2023. Outstanding borrowings at March 31, 2019 were $25,890,000.

Securitization Transactions

Since 2010, NSBF has engaged in securitizations of the unguaranteed portions of its SBA 7(a) loans. In
the securitization, it uses a special purpose entity (the “Trust”) which is considered a variable interest entity.
Applying the consolidation requirements for VIEs under the accounting rules in ASC Topic 860, Transfers and
Servicing, and ASC Topic 810, Consolidation, which became effective January 1, 2010, the Company
determined that as the primary beneficiary of the securitization vehicle, based on its power to direct activities
through its role as servicer for the Trust and its obligation to absorb losses and right to receive benefits, it
needed to consolidate the Trusts. NSBF therefore consolidated the entity using the carrying amounts of the
Trust’s assets and liabilities. NSBF reflects the assets in SBA Unguaranteed Non-Affiliate Investments and
reflects the associated financing in Notes Payable — Securitization trusts on the Condensed Consolidated
Statements of Assets and Liabilities.

In November 2016, NSBF completed its seventh securitization which resulted in the transfer of
$56,073,000 of unguaranteed portions of SBA loans to the 2016-1 Trust. The 2016-1 Trust in turn issued
securitization notes for the par amount of $53,444,000, consisting of $43,632,000 Class A notes and $9,812,000
of Class B notes, against the assets in a private placement. The Class A and Class B notes received an “A” and
“BBB+” rating by S&P, respectively, and the final maturity date of the notes is February 2042. The Class A and
Class B notes bear interest at a rate of LIBOR plus 3.0% and 4.25%, respectively.

In December 2017, NSBF completed its eighth securitization which resulted in the transfer of
$76,188,000 of unguaranteed portions of SBA loans to the 2017-1 Trust. The 2017-1 Trust in turn issued
securitization notes for the par amount of $75,426,000, consisting of $58,111,000 Class A notes and
$17,315,000 of Class B notes, against the assets in a private placement. The Class A and Class B notes received
an “A” and “BBB-” rating by S&P, respectively, and the final maturity date of the notes is February 2043. The
Class A and Class B notes bear interest at a rate of LIBOR plus 2.0% and 3.0%, respectively.

In October 2018, the 2013-1 Trust was terminated as a result of NSBF purchasing the 2013-1 Trust assets,
with the 2013-1 Trust’s noteholders receiving the redemption price. Certain of the 2013-1 Trust’s assets were
subsequently transferred to the 2018-1 Trust.

In November 2018, NSBF completed its ninth securitization which resulted in the transfer of
$108,551,000 of unguaranteed portions of SBA loans to the 2018-1 Trust. The 2018-1 Trust in turn issued
securitization notes for the par amount of $108,551,000, consisting of $82,876,000 Class A notes and
$25,675,000 of Class B notes, against the assets in a private placement. The Class A and Class B notes received
an “A” and “BBB-” rating by S&P, respectively, and the final maturity date of the notes is February 2044.

On March 6, 2019, the 2010-1 Trust was terminated as a result of NSBF purchasing the 2010-1 Trust
assets, with the 2010-1 Trust’s noteholders receiving the redemption price.
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Cash Flows and Liquidity

As of March 31, 2019, the Company’s unused sources of liquidity consisted of $21,888,000 available
through the Capital One facility; $13,480,000 available through notes payable with related parties; $3,083,000
in unrestricted cash and $9,000 in money market funds.

Restricted cash of $26,654,000 as of March 31, 2019 is primarily held by NSBF. The majority, or
$25,902,000 of restricted cash includes reserves in the event payments are insufficient to cover interest and/or
principal with respect to securitizations and loan principal and interest collected which are due to loan
participants.

The Company generated and used cash as follows:

Three Months Three Months

Ended Ended
(in thousands) March 31,2019 March 31, 2018
Net cash used in operating activities $ (17,1400 $ (20,818)
Net cash used in investing activities (132) (83)
Net cash provided by financing activities 15,659 25,919
Net (decrease) increase in cash and restricted cash (1,613) 5,018
Cash and restricted cash, beginning of period 31,350 20,538
Cash and restricted cash, end of period $ 29,737 $ 25,556

During the three months ended March 31, 2019, operating activities used cash of $17,140,000, consisting
primarily of (i) an increase in broker receivables which arise from the guaranteed portions of SBA 7(a) loans
that were traded but had not settled before period end and represent the amount of cash due from the purchasing
broker; the amount varies depending on loan origination volume and timing of sales at quarter end and (ii)
$97,779,000 of SBA 7(a) loan investments funded.

These decreases were offset by (i) $83,849,000 of proceeds from the sale of SBA 7(a) guaranteed loan
investments (ii)$8,676,000 of principal payments received from SBA non-affiliate investments.

Net cash provided by financing activities was $15,659,000 consisting primarily of (i) net borrowings of
$29,800,000 from our bank notes payable, (ii) net borrowings of $9,050,000 under the Related Party RLOC and
(iii) $2,544,000 of net proceeds from the sale of common shares under the ATM Equity Distribution Agreement.

These increases were offset by (i) $7,354,000 of dividend payments and (ii) $18,365,000 of principal
payments related to securitization notes payable.

For the year ended December 31, 2018:

During the year ended December 31, 2018, operating activities used cash of $73,666,000, consisting
primarily of (i) an increase in broker receivables which arise from the guaranteed portions of SBA 7(a) loans
that were traded but had not settled before period end and represent the amount of cash due from the purchasing
broker; the amount varies depending on loan origination volume and timing of sales at period end, (ii)
$469,176,000 of SBA 7(a) loan investments funded (iii) $12,318,000 of advances to NBC under a revolving
line of credit (iv) $13,909,000 investments in NBL (v) a $5,700,000 non-control/non-affiliate investment and
(vi) a $1,750,000 investment in Mobil Money.

These decreases were offset by (i) $406,066,000 of proceeds from the sale of SBA 7(a) guaranteed
investments, (ii) $56,517,000 of principal payments received consisting of $42,505,000 from SBA non-affiliate
investments, $14,011,000 from controlled investments, including $12,714,000 from NBC (iii) $5,978,000 of
proceeds from the sale of a non-control/non-affiliate investment and (iv) $8,785,000 return of investment
consisting of $8,464,000 from NBL and $321,000 from Mobil Money.

Net cash provided by financing activities was $85,105,000 consisting primarily of (i) net proceeds of
$5,196,000 from the sale of 291,232 shares of common stock under the ATM Equity Distribution Agreement,
(ii) $9,839,000 of net borrowings under the related party revolving line of credit (iii) net borrowings of
$34,700,000 on bank notes payable (iv) the issuance of additional securitization notes payable of $108,551,000
and (v) the
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issuance of $57,500,000 of 2023 Notes. These increases were offset by (i) $32,433,000 of dividend payments,
(ii) $53,938,000 of principal payments on securitization notes payable and (iii) the redemption of $40,250,000
of 2021 Notes.

For the year ended December 31, 2017:

During the year ended December 31, 2017, operating activities used cash of $68,486,000, consisting
primarily of (i) an increase in broker receivables which arise from the guaranteed portions of SBA 7(a) loans
that were traded but had not settled before period end and represent the amount of cash due from the purchasing
broker; the amount varies depending on loan origination volume and timing of sales at period end, (ii)
$385,882,000 of SBA 7(a) loan investments funded (iii) $18,343,000 of advances to NBC under a revolving
line of credit (iv) $10,997,000 of cash paid in connection with our investments in IPM and SIDCO, (v)
$1,950,000 of cash paid in connection with our investment in UCS (vi) $6,469,000 purchase of SBA 7(a) loans
from the SBA and (vii) a $3,255,000 non-control/non-affiliate investment.

These decreases to operating cash were offset by (i) $324,141,000 of proceeds from the sale of SBA 7(a)
investments, (ii) $47,136,000 of principal payments received consisting of $27,035,000 from SBA non-affiliate
investments, $3,255,000 from non-control/non-affiliate investments and $16,846,000 from controlled
investments, including $14,637,000 from NBC and (iii) a decrease in restricted cash of $4,450,000.

Net cash provided by financing activities was $69,345,000 consisting primarily of (i) net proceeds
$37,042,000 from the sale of 2,857,500 shares of common stock, (ii) net proceeds of $19,620,000 from the sale
of 1,139,000 shares of common stock under the ATM Equity Distribution Agreement, (iii) $5,601,000 of net
borrowings under the related party revolving line of credit and (iv) the issuance of additional securitization
notes payable of $75,426,000. These increases were offset by (i) $28,934,000 of dividend payments, (ii)
$31,036,000 of principal payments on securitization notes payable and (iii) net repayments of $5,100,000 on
bank notes payable.

Contractual Obligations

The following tables represent the Company’s obligations and commitments as of March 31, 2019 and
December 31, 2018:

As of March 31, 2019

(in thousands) Payments due by period
Less than More than

Contractual Obligations Total 1 year 1-3years 3-5years 5 years
Bank notes payable $ 64500 $ 34,600 $ — $ 29900 $ —
Securitization notes payable® 201,859 — — — 201,859
Notes due 20221 8,324 — — 8,324 —
Notes due 2023 57,500 — — 57,500 —
Notes payable — related parties 25,890 — — 25,890 —
Employment agreements 1,871 468 1,403 — —
Operating leases® 12,743 1,258 3,087 3,055 5,343

Totals $ 372,687 $ 36326 $ 4,490 $ 124,669 $ 207,202

(1) Amounts represent principal only and are not shown net of unamortized debt issuance costs. See Note 7.
(2)  Minimum payments have not been reduced by minimum sublease rentals of $29,000 due in the future under non-
cancelable subleases.
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As of December 31, 2018

Payments due by period
Less than More than

Contractual Obligations Total 1 year 1 -3 years 3 -5 years 5 years

Bank notes payable $ 34700 $ 34,700 $ — S — $ —
Securitization notes payable® 220,137 — — — 220,137
Notes due 2022® 8,324 — — 8,324 —
Notes due 2023® 57,500 — — 57,500 —
Note payable — related party 16,840 — — 16,840 —
Operating leases® 13,311 1,826 3,087 3,055 5,343
Employment agreements 343 — 343 = =
Total contractual obligations $ 351,155 $ 36,526 $ 3,430 $ 85719 $ 225,480

(1)  Amounts represent principal only and are not shown net of unamortized debt issuance costs. See Note 8 to our
consolidated financial statements for the year ended December 31, 2018.

(2) Minimum payments have not been reduced by minimum sublease rentals of $115,000 due in the future under non-
cancellable subleases.

Critical Accounting Policies and Estimates

The preparation of financial statements and related disclosures in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities,
disclosure of contingent assets and liabilities at the date of the financial statements and revenues and expenses
during the periods reported. Actual results could materially differ from those estimates. We have identified the
following items as critical accounting policies.

Fair Value Measurements

We value investments for which market quotations are readily available at their market quotations.
However, a readily available market value is not expected to exist for many of the investments in our portfolio,
and we value these portfolio investments at fair value as determined in good faith by our Board under our
valuation policy and process. We may seek pricing information with respect to certain of our investments from
pricing services or brokers or dealers in order to value such investments. We also employ independent third
party valuation firms for certain of our investments for which there is not a readily available market value.

The application of our valuation methods may include comparisons of the portfolio companies to peer
companies that are public, the enterprise value of a portfolio company, the nature and realizable value of any
collateral, the portfolio company’s ability to make payments and its earnings, discounted cash flow, the markets
in which the portfolio company does business and other relevant factors. When an external event such as a
purchase transaction, public offering or subsequent equity sale occurs, we will consider the pricing indicated by
the external event to corroborate the private equity valuation. Due to the inherent uncertainty of determining the
fair value of investments that do not have a readily available market value, the fair value of the investments may
differ significantly from the values that would have been used had a readily available market value existed for
such investments and may differ materially from values that may ultimately be received or settled.

Our Board is ultimately and solely responsible for determining, in good faith, the fair value of investments
that are not publicly traded, whose market prices are not readily available on a quarterly basis or any other
situation where portfolio investments require a fair value determination.

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date (an exit price). ASC 820 establishes a
fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three levels
for disclosure purposes. The Company carries all investments at fair value. Additionally, the Company carries
its servicing assets at fair value. The fair value hierarchy gives the highest priority (Level 1) to quoted prices in
active
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markets for identical assets or liabilities and gives the lowest priority to unobservable inputs (Level 3). An asset
or liability’s classification within the fair value hierarchy is based on the lowest level of the significant input to
its valuation. The levels of the fair value hierarchy are as follows:

Level 1  Quoted prices in active markets for identical assets or liabilities. Level 1 assets and liabilities
include debt and equity securities and derivative contracts that are traded in an active exchange
market, as well as certain U.S. Treasury, other U.S. Government and agency mortgage-backed
debt securities that are highly liquid and are actively traded in over-the-counter markets.

Level 2  Observable inputs other than Level 1 prices, such as quoted prices for similar assets or
liabilities, quoted prices in markets that are not active, or other inputs that are observable or
can be corroborated by observable market data for substantially the full term of the assets or
liabilities. Level 2 assets and liabilities include debt securities with quoted prices that are
traded less frequently than exchange-traded instruments and derivative contracts whose value
is determined using a pricing model with inputs that are observable in the market or can be
derived principally from or corroborated by observable market data. This category generally
includes certain U.S. Government and agency mortgage-backed debt securities, corporate debt
securities, derivative contracts and residential mortgage loans held-for-sale.

Level 3  Unobservable inputs that are supported by little or no market activity and that are significant to
the fair value of the assets or liabilities. Level 3 assets and liabilities include financial
instruments whose value is determined using pricing models, discounted cash flow
methodologies, or similar techniques, as well as instruments for which the determination of
fair value requires significant management judgment or estimation. This category generally
includes certain private equity investments, retained residual interests in securitizations,
residential mortgage servicing rights, and highly structured or long-term derivative contracts.

Valuation of Investments

Level 1 investments are valued using quoted market prices. Level 2 investments are valued using market
consensus prices that are corroborated by observable market data and quoted market prices for similar assets
and liabilities. Level 3 investments are valued at fair value as determined in good faith by the Board, based on
input of management, the audit committee and independent valuation firms that have been engaged at the
direction of the Board to assist in the valuation of certain portfolio investments without a readily available
market quotation at least once during a trailing twelve-month period under a valuation policy and a consistently
applied valuation process.

When determining fair value of Level 3 debt and equity investments, the Company may take into account
the following factors, where relevant: the enterprise value of a portfolio company, the nature and realizable
value of any collateral, the portfolio company’s ability to make payments and its earnings and discounted cash
flows, the markets in which the portfolio company does business, comparisons to publicly traded securities, and
changes in the interest rate environment and the credit markets generally that may affect the price at which
similar investments may be made and other relevant factors. The primary methods for determining enterprise
value include a discounted cash flow analysis and a multiple analysis whereby appropriate multiples are applied
to the portfolio company’s EBITDA or revenue. The enterprise value analysis is performed to determine the
value of equity investments and to determine if debt investments are credit impaired. If debt investments are
credit impaired, the Company will use the enterprise value analysis or a liquidation basis analysis to determine
fair value. For debt investments that are not determined to be credit impaired, the Company uses a market
interest rate yield analysis to determine fair value.

In addition, for certain debt investments, the Company may base its valuation on quotes provided by an
independent third party broker.

Due to the inherent uncertainty of determining the fair value of Level 3 investments that do not have a
readily available market value, the fair value of the investments may differ significantly from the values that
would have been used had a ready market existed for such investments and may differ materially from the
values that may ultimately be received or settled. Further, such investments are generally subject to legal and
other restrictions or otherwise are less liquid than publicly traded instruments. If the Company were required to
liquidate a portfolio investment in a forced or liquidation sale, the Company may realize significantly less than
the value at which such investment had previously been recorded.
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The Company’s investments are subject to market risk. Market risk is the potential for changes in the
value due to market changes. Market risk is directly impacted by the volatility and liquidity in the markets in
which the investments are traded.

Changes in the market environment, portfolio company performance and other events that may occur over
the lives of the investments may cause the gains or losses ultimately realized on these investments to be
materially different than the valuations currently assigned. We determine the fair value of each individual
investment and record changes in fair value as unrealized appreciation or depreciation. Our investment portfolio
is carried on the consolidated statements of assets and liabilities at fair value with any adjustments to fair value
recognized as “Net unrealized appreciation (depreciation)” on the consolidated statements of operations until
the investment is realized, usually upon exit, resulting in any gain or loss being recognized as a “Net realized
gains (losses).”

Our Board has the final responsibility for overseeing, reviewing and approving, in good faith, our
determination of the fair value for our investment portfolio and our valuation procedures, consistent with 1940
Act requirements. We believe our investment portfolio as of March 31, 2019 and December 31, 2018
approximates fair value as of those dates based on the markets in which we operate and other conditions in
existence on those reporting dates.

Income Recognition

Interest on loan investments is accrued and included in income based on contractual rates applied to
principal amounts outstanding. Interest income is determined using a method that results in a level rate of return
on principal amounts outstanding. When a loan becomes 90 days or more past due, or if we otherwise do not
expect to receive interest and principal repayments, the loan is placed on non-accrual status and the recognition
of interest income is discontinued. Interest payments received on loans that are on non-accrual status are treated
as reductions of principal until the principal is repaid.

We receive servicing income related to the guaranteed portions of SBA loan investments which we sell
into the secondary market. These recurring fees are earned and recorded daily. Servicing income is earned for
the full term of the loan or until the loan is repaid.

We receive a variety of fees from borrowers in the ordinary course of conducting our business, including
packaging fees, legal fees, late fees and prepayment fees. All other income is recorded when earned.

Dividend income is recorded at the time dividends are declared. Distributions of earnings from a portfolio
companies are evaluated to determine if the distribution is income, return of capital or realized gain.

Income Taxes

Deferred tax assets and liabilities are computed based upon the differences between the financial
statement and income tax basis of assets and liabilities using the enacted tax rates in effect for the year in which
those temporary differences are expected to be realized or settled. If available evidence suggests that it is more
likely than not that some portion or all of the deferred tax assets will not be realized, a valuation allowance is
required to reduce the deferred tax assets to the amount that is more likely than not to be realized.

The Company’s U.S. federal and state income tax returns prior to fiscal year 2015 are generally closed,
and management continually evaluates expiring statutes of limitations, audits, proposed settlements, changes in
tax law and new authoritative rulings.

The Company has elected to be treated as a RIC under the Code beginning with the 2015 tax year and
operates in a manner so as to continue to qualify for the tax treatment applicable to RICs. The RIC tax return
includes Newtek Business Services Corp. and NSBF, a single member LLC disregarded for tax purposes. None
of the Company’s other subsidiaries are included in the RIC tax return. The Company will evaluate and record
any deferred tax assets and liabilities of the subsidiaries that are not included in the RIC tax return. In order to
maintain its RIC tax treatment, among other things, the Company is required to meet certain source of income
and asset diversification requirements and timely distribute to its stockholders at least 90% of investment
company taxable income, as defined by the Code, for each tax year. The Company intends to make the requisite
distributions to its stockholders, which will generally relieve the Company from U.S. federal income taxes with
respect to any income that is distributed to its stockholders as dividends.
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Depending on the level of taxable income earned in a tax year, the Company may choose to retain taxable
income in excess of current year dividend distributions and would distribute such taxable income in the next tax
year. The Company would then pay a 4% excise tax on such income, as required. To the extent that the
Company determines that its estimated current year annual taxable income, determined on a calendar year basis,
could exceed estimated current calendar year dividend distributions, the Company accrues excise tax, if any, on
estimated excess taxable income as taxable income is earned. For the three months ended March 31, 2019 and
2018, no U.S. federal excise taxes were due.

The Company’s Taxable Subsidiaries accrue income taxes payable based on the applicable corporate rates
on the net unrealized appreciation generated by the controlled investments held by the Taxable Subsidiaries.
Such deferred tax liabilities amounted to $8,712,000 and $9,241,000 at March 31, 2019 and December 31,
2018, respectively, and are recorded as deferred tax liabilities on the condensed consolidated statements of
assets and liabilities. The change in deferred tax liabilities is included as a component of net unrealized
appreciation (depreciation) on investments in the condensed consolidated statements of operations.

Recently Adopted Accounting Standards

In February 2016, the FASB issued ASU 2016-02, “Leases,” which amends various aspects of existing
accounting guidance for leases, including the recognition of a right of use asset and a lease liability for leases
with a duration of greater than one year.

The Company adopted ASC 842 on January 1, 2019 using the modified transition method. As part of the
transition to ASC 842, the Company elected the package of practical expedients that allowed it to not reassess:
(1) whether any expired or existing contracts are or contain leases, (2) lease classification for any expired or
existing leases and (3) initial direct costs for any expired or existing leases. The Company recognized the
cumulative effect of applying ASC 842 as an opening balance sheet adjustment at January 1, 2019. The
comparative information has not been retrospectively adjusted and continues to be reported under the
accounting standards in effect for those periods.The adoption of ASC 842 did not have a material impact on the
Company’s accompanying condensed consolidated statements of assets and liabilities, statements of operations
or statements of cash flows. Due to the adoption of ASC 842, the Company recognized operating lease right-of-
use assets and lease liabilities for its operating leases with lease terms greater than one year. The Company
expects the adoption of ASC 842 will not materially impact its results of operations, financial condition, or cash
flows on an ongoing basis.

New Accounting Standards

In August 2018, the FASB issued ASU 2018-13, “Fair Value Measurement (Topic 820)”, which is
intended to improve fair value and defined benefit disclosure requirements by removing disclosures that are not
cost-beneficial, clarifying disclosures’ specific requirements, and adding relevant disclosure requirements. The
ASU is effective for annual reporting periods beginning after December 15, 2019 and interim periods within
those fiscal years. Early adoption is permitted. The Company is currently evaluating the impact the adoption of
this standard will have on its consolidated financial statements and related disclosures.

Off Balance Sheet Arrangements

There were no off balance sheet arrangements as of March 31, 2019.
Recent Developments

Common Stock

From April 1, 2019 through May 3, 2019 the Company sold 37,604 shares of its common stock at a
weighted average price of $20.79 per share under the ATM Equity Distribution Agreement. Proceeds, net of
offering costs and expenses were $782,000. As of May 3, 2019, there were 2,797,325 shares of common stock
available for sale under the ATM Equity Distribution Agreement.
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Quantitative and Qualitative Disclosure About Market Risks

We consider the principal types of risk in our investing activities to be fluctuations in interest rates and
loan portfolio valuations and the availability of the secondary market for our SBA loans. Risk management
systems and procedures are designed to identify and analyze our risks, to set appropriate policies and limits and
to continually monitor these risks and limits by means of reliable administrative and information systems and
other policies and programs.

NSBF primarily lends at an interest rate of prime, which resets on a quarterly basis, plus a fixed margin.
The Capital One revolver lines are on a prime plus or minus a fixed factor basis and the securitization notes are
at prime or LIBOR, plus a fixed margin, whichever is less. As a result, the Company believes it has matched its
cost of funds to its interest income in its financing activities. However, because of the differential between the
amount lent and the smaller amount financed a significant change in market interest rates will have a material
effect on our income. In periods of sharply rising interest rates, our cost of funds will increase at a slower rate
than the interest income earned on the loans we have originated; this should improve our net investment
income, holding all other factors constant. However, a reduction in interest rates will result in the Company
experiencing a reduction in investment income; that is, its interest income will decline more quickly than
interest expense resulting in a net reduction of benefit to investment income.

NSBF depends on the availability of secondary market purchasers for the guaranteed portions of SBA
loans and the premium received on such sales to support its lending operations. During the third quarter of
2018, sale prices for guaranteed portions of SBA 7(a) loans was negatively impacted by market conditions, in
particular a higher interest rate environment, which led to higher prepayments during the period, resulting in
lower sale prices in the secondary market. A continuation or further reduction in the price of guaranteed SBA
7(a) loans could negatively impact our business.

We do not have significant exposure to changing interest rates on invested cash (includes cash and cash
equivalents, restricted cash and money market funds) which was approximately $29,746,000 at March 31, 2019.
We do not purchase or hold derivative financial instruments for trading purposes. All of our transactions are
conducted in U.S. dollars and we do not have any foreign currency or foreign exchange risk. We do not trade
commodities or have any commodity price risk.

We believe that we have placed our demand deposits, cash investments and their equivalents with high
credit-quality financial institutions. The Company invests cash not held in interest free checking accounts or
bank money market accounts mainly in U.S. Treasury only money market instruments or funds and other
investment-grade securities. As of March 31, 2019, cash deposits in excess of insured amounts totaled
approximately $15,749,000.
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SENIOR SECURITIES

Information about our senior securities is shown in the following tables as of the end of each fiscal year
for the past ten years and as of March 31, 2019. The information as of December 31, 2018, 2017, 2016, 2015,
2014, 2013, 2012, 2011, 2010 and 2009 has been derived from Newtek Business Services Corp. and
Subsidiaries’, and Newtek Business Services, Inc. and Subsidiaries’, consolidated financial statements, which
have been audited by independent registered public accounting firms. RSM US LLP’s report on the senior
securities table as of December 31, 2018, 2017, 2016, 2015, 2014, and 2013 is attached as an exhibit to the
registration statement of which this prospectus is a part. Information as of December 31, 2012, 2011, 2010, and

2009 was audited by our previous independent registered public accounting firm.

Total Amount

Outstanding
Exclusive of Asset Involuntary
Treasury Coverage Liquidation Average

Securities” Ratio Preference Market Value
Class and Year (in thousands)  Per Unit® Per Unit® Per Unit®
Securitization Trust
March 31, 2019 (unaudited) $ 201,859 $ 3,220 $ — $ N/A
2018 220,137 2,839 — N/A
2017 165,432 3,018 — N/A
2016 120,945 3,184 — N/A
2015 91,745 3,692 — N/A
2014 79,520 3,634 — N/A
2013 60,140 2,966 — N/A
2012 22,039 5,933 — N/A
2011 26,368 3,758 — N/A
2010 15,104 5,538 — N/A
2009 — — — N/A
2008 — — — N/A
2007 — — — N/A
Bank Notes Payable
March 31, 2019 (unaudited) 64,500 10,079 N/A
2018 34,700 18,010 — N/A
2017 — — — N/A
2016 5,100 75,512 — N/A
2015 29,100 11,641 — N/A
2014 43,023 6,716 — N/A
2013 41,218 4,327 — N/A
2012 39,823 3,284 — N/A
2011 13,565 7,305 — N/A
2010 12,949 6,460 — N/A
2009 16,298 4,315 — N/A
2008 25,998 3,157 — N/A
2007 22,065 4,920 — N/A

86




Total Amount

Outstanding
Exclusive of Asset Involuntary
Treasury Coverage Liquidation Average

Securities” Ratio Preference Market Value
Class and Year (in thousands)  Per Unit® Per Unit® Per Unit®
Notes Payable Related Parties
March 31, 2019 (unaudited) $ 25,890 $ 25,109 $ — $ N/A
2018 16,840 37,111 — N/A
2017 7,001 71,324 — N/A
2016 1,400 275,081 — N/A
2015 5,647 59,990 — N/A
2014 — — — N/A
2013 — — — N/A
2012 — — — N/A
2011 — — — N/A
2010 — — — N/A
2009 — — — N/A
2008 — — — N/A
2007 — — — N/A
Note due 2023
March 31, 2019 (unaudited) 57,500 11,306 — 1,021
2018 57,500 10,869 — 1,023
Notes due 2022
March 31, 2019 (unaudited) 8,324 78,097 — 1,015
2018 8,324 75,078 — 968
2017 8,324 59,988 — 1,018
2016 8,324 46,265 — 969
2015 8,324 40,697 — 1,025
2014 — — — N/A
2013 — — — N/A
2012 — — — N/A
2011 — — — N/A
2010 — — — N/A
2009 — — — N/A
2008 — — — N/A
2007 — — — N/A
Notes due 2021®
March 31, 2019 (unaudited) — — — N/A
2018 — — — N/A
2017 40,250 12,406 — 1,019
2016 40,250 9,568 — 972
2015 — — — N/A
2014 — — — N/A
2013 — — — N/A
2012 — — — N/A
2011 — — — N/A
2010 — — — N/A
2009 — — — N/A
2008 — — — N/A
2007 — — — N/A
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Total Amount

Outstanding
Exclusive of Asset Involuntary

Treasury Coverage Liquidation Average
Securities” Ratio Preference Market Value

Class and Year (in thousands)  Per Unit® Per Unit® Per Unit®

Notes Payable Insurance

March 31, 2019 (unaudited) $ — 5 — $ — $ N/A

2018 — — — N/A

2017 — — — N/A

2016 — — — N/A

2015 — — — N/A

2014 — — — N/A

2013 — — — N/A

2012 — — — N/A

2011 — — — N/A

2010 = — = N/A

2009 — — — N/A

2008 — — — N/A

2007 732 148,306 — N/A

Notes Payable Certified Investors

March 31, 2019 (unaudited) — — — N/A

2018 — — — N/A

2017 — — — N/A

2016 — — — N/A

2015 — — — N/A

2014 — — — N/A

2013 — — — N/A

2012 — — — N/A

2011 — — — N/A

2010 — — — N/A

2009 — — — N/A

2008 — — — N/A

2007 3,968 27,359 — N/A

(1)  Total amount of each class of senior securities outstanding at the end of the period presented.

(2)  Asset coverage per unit is the ratio of the carrying value of our total consolidated assets, less all liabilities and
indebtedness not represented by senior securities, to the aggregate amount of senior securities representing
indebtedness. Asset coverage per unit is expressed in terms of dollar amounts per $1,000 of indebtedness.

(3)  The amount to which such class of senior security would be entitled upon the involuntary liquidation of the issuer in
preference to any security junior to it. The “—” indicates information that the SEC expressly does not require to be
disclosed for certain types of senior securities.

(4) Not applicable for senior securities that are not registered for public trading. The average market values per unit for
our Notes due 2022, Notes due 2021 and for our Notes due 2021 are based on the average daily prices of such notes
and are expressed per $1,000 of indebtedness.

(5)  The Company redeemed all $40,250,000 in aggregate principal amount of the 2021 Notes on March 23, 2018.

(6) The Company had $6,413,000 of unfunded commitments as of March 31, 2019, and our asset coverage ratio was

182%.
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BUSINESS

Newtek Business Services Corp.

We are an internally managed non-diversified closed-end management investment company that has
elected to be regulated as a BDC under the 1940 Act. We have also elected to be treated as a regulated
investment company (“RIC”) under Subchapter M of the Internal Revenue Code, as amended (the “Code”) for
U.S. federal income tax purposes, beginning with our 2015 tax year. We were formed to continue and expand
the business of Newtek Business Services, Inc. We expect that our investments will typically be similar to the
investments we made prior to our reincorporation.

As a BDC, our investment objective is to generate both current income and capital appreciation primarily
through loans originated by our business finance platform and our equity investments in certain portfolio
companies that we control.

Our Business

We are an internally managed BDC that is a leading national non-bank lender that provides, together with
our controlled portfolio companies, a wide range of business and financial solutions under the Newtek® brand to
the SMB market. Newtek’s products and services include: Business Lending including SBA 7(a) loans, 504
loans and conventional loans, Electronic Payment Processing, Managed Technology Solutions (Cloud
Computing), Technology Consulting, eCommerce, Accounts Receivable and Inventory Financing, personal and
commercial lines Insurance Services, Web Services, Data Backup, Storage and Retrieval, and Payroll and
Benefits Solutions to SMB accounts nationwide across all industries. We have an established and reliable
platform that is not limited by client size, industry type or location. As a result, we believe we have a strong and
diversified client base across every state in the U.S. and across a variety of different industries. In addition, we
have developed a financial and technology based business model that enables us and our controlled portfolio
companies to acquire and process our SMB clients in a cost effective manner. This capability is supported in
large part by NewTracker®, our patented prospect management technology software which is similar to but we
believe is better than the system popularized by Salesforce.com. We believe that this technology and low cost
business model distinguishes us from our competitors.

We define SMBs as companies having revenues of $1,000,000 to $100,000,000. We focus on serving the
SMB market, which we estimate to be over 27 million businesses in the U.S. We believe that these businesses
have historically been underserved by traditional financial institutions and typically lack the capital resources to
build a competitive business and marketing infrastructure on their own. Further, in today’s economic climate,
we believe SMBs have particular difficulty obtaining capital from traditional lending sources. While we do not
compete directly with alternative online lenders such as The Lending Club, Prosper.com, OnDeck Capital, Inc.
and Kabbage Inc., we do provide financing solutions as an alternative to traditional lending. We believe there is
significant demand for such alternative financing among SMBs. Our lending solutions and our controlled
portfolio companies’ outsourced business solutions help clients manage and grow their businesses and compete
effectively in today’s marketplace. We obtain our customers through referrals from various business partners,
such as banks, insurance companies, credit unions and other affinity groups, as well as through our own direct
sales force and advertising campaigns. We source, acquire and process SMB customers in a cost-effective
manner without reliance on high cost sales staff and time consuming application processes.

In lending, we believe we are a leading capital provider to SMBs based on our loan volume. We originate
loans through a variety of sourcing channels and through a disciplined underwriting process, and seek to
achieve attractive risk-weighted returns. Our multi-faceted relationships with certain borrowers allow us to
closely monitor their credit profile and take an active role in managing our investments. Further, our lending
capabilities, coupled with the broad outsourced business solutions of our controlled portfolio companies, create
attractive cross-selling opportunities within our client base. We believe our business model creates powerful
network effects which will help drive growth and operating leverage in our business. In addition, our SBA 7(a)
loans originated by NSBF are structured so that the government guaranteed portion can be rapidly sold, which,
based on our historic ability to securitize the unguaranteed portions and assuming the continuation of current
market conditions, allows us to quickly recover our principal and earn excess capital on each SBA 7(a) loan we
originate, usually in less than a year. We may in the future determine to retain the government guaranteed or
unguaranteed portions of SBA 7(a) loans for longer periods
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pending deployment of excess capital. From 2012 through March 31, 2019, NSBF has consistently been the
largest non-bank SBA 7(a) lender and as of March 31, 2019 is the fourth largest SBA 7(a) lender in the U.S.
based on dollar lending volume.

Newtek and its controlled portfolio companies use NewTracker®, our patented proprietary technology for
receiving, processing and monitoring prospective customers. NewTracker® enables Newtek and its controlled
portfolio companies to acquire SMB customers in a cost effective manner as it is all accomplished by skilled
staff using state of the art technology without the need for high cost sales staff or applications processors. It also
permits our referral partners to have a real time window into the back office processing of the referrals they
give. NewTracker® automatically pre-populates any necessary forms or applications so the processing is
efficient and also cost effective. Finally, it also identifies opportunities for the cross-sale of other Newtek
branded products or services.

Organizational Overview

On November 12, 2014, our predecessor, Newtek Business Services, Inc. (“Newtek NY”), merged with
and into Newtek Business Services Corp. for the purpose of reincorporating the Company in the state of
Maryland. On that same date, the newly combined company, Newtek Business Services Corp., elected to be
regulated as a BDC under the 1940 Act (the “BDC Conversion”). On October 22, 2014, prior to the BDC
Conversion, we effectuated a 1 for 5 reverse stock split (the “Reverse Stock Split”) to attract institutional
investors. As a result of the BDC Conversion, Newtek NY ceased to exist and the Company succeeded to
Newtek NY’s operations as the sole surviving entity.

The Company is a Maryland corporation that is an internally managed, non-diversified closed-end
management investment company that has elected to be regulated as a BDC under the 1940 Act. As a BDC, we
are required to meet regulatory tests, including the requirement to invest at least 70% of our gross assets in
“qualifying assets.” Qualifying assets generally include securities of private or thinly traded U.S. companies and
cash, cash equivalents, U.S. government securities and high-quality debt investments that mature in one year or
less. See “Regulation” in this prospectus. In addition, we have elected to be treated for U.S. federal income tax
purposes, and intend to qualify annually thereafter, as a RIC under the Code. See “Certain U.S. Federal Income
Tax Considerations” in this prospectus.

Set forth below is a diagram of our current organizational structure:

Newtek Business Services
Corp.
(Business Development Company)

Newtek Small
Business Finance,

.
1 I 1 :
1 1 1 -
LLC g ! ' ' i
1 1 1 1
T ! 1 ! 1 1
1 | 1 1 1
H 1 | 1 1 1
| 1 | 1 1 1
: 1 \ 1 1 1
Portfolio CDS Business
() Rervices " Newtek - . .
Companies® Services, Inc. Newtek Merchant Te ‘IN T Small Business Other
d/b/a Newtek Solutions echnology Lending. LL Portfolio
Business Credit (Portfolio Company)® Solutions, Inc. (Pu:ﬂyﬁo (%:nmun?)“" Companies”
: o (Portfolio Company)® g pa S
Solutions
(Portfolio Company)®

(1) NSBF is a consolidated subsidiary that is part of the Company’s business finance platform, and operates as a
nationally licensed SBA lender under the federal Section 7(a) loan program with preferred lender program status.

(2)  Consists of SBA 7(a) Loans to small businesses.

(3) CDS Business Services, Inc. d/b/a Newtek Business Credit Solutions (“NBC”), a wholly-owned portfolio company
that is part of the Company’s business finance platform, provides receivables and inventory financing, management
services, and managerial assistance to SMBs.
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(4) Newtek Merchant Solutions, LLC (“NMS”) is a wholly-owned portfolio company that markets credit and debit card
processing services, check approval services, processing equipment, and software. At December 31, 2018, Premier
Payments LLC (“Premier”), a wholly-owned portfolio company that marketed credit and debit card processing
services, check approval services, processing equipment, and software, was merged into NMS.

(5) Newtek Technology Solutions, Inc. (“NTS”) is a wholly-owned portfolio company that provides website hosting,
dedicated server hosting, cloud hosting, web design and development, internet marketing, ecommerce, data storage,
backup and disaster recovery, and other related services.

(6)  Small Business Lending, LLC (“SBL”) is a wholly-owned portfolio company that is part of the Company’s business
finance platform. SBL provides third-party loan servicing for SBA and non-SBA loans, and provides lending
institutions with outsourced solutions for the entire SBA lending process, including credit analysis, structuring and
eligibility, packaging, closing compliance and servicing.

(7)  Includes: (i) Newtek Insurance Agency, LLC (“NIA”), a wholly-owned portfolio company which is a retail and
wholesale brokerage insurance agency, licensed in all 50 states, specializing in the sale of commercial and
health/benefits lines insurance products to the SMB market as well as various personal lines of insurance; (ii)
PMTWorks Payroll, LLC d/b/a Newtek Payroll and Benefits Solutions (“NPS” or “PMT?”), a wholly-owned portfolio
company which offers an array of industry standard and competitively priced payroll management, payment and tax
reporting services to SMBs; (iii) International Professional Marketing, Inc. (“IPM”) and Sidco, LLC d/b/a Cloud Nine
Services (“SIDCO”) wholly-owned portfolio companies which consult, strategize, design, and implement technology
solutions for enterprise and commercial clients across the U.S.; (iv) Newtek Business Lending, LLC (“NBL”), a
wholly-owned portfolio company that provides SBA 504 loans and financing to the SMB market for the acquisition
of fixed assets; and (v) Mobile Money, LL.C (“Mobil Money”), a wholly-owned portfolio company that provides
payment processing for a portfolio of taxi cabs.

Business Finance Platform

SBA 7(a) Lending

Our portfolio consists of guaranteed and unguaranteed non-affiliate SBA loan investments that were made
through our business finance platform, which includes NSBF, a nationally licensed SBA lender under the
federal Section 7(a) loan program. The SBA is an independent government agency that facilitates one of the
nation’s largest sources of SMB financing by providing credit guarantees for its loan programs. SBA 7(a) loans
are partially guaranteed by the SBA, with SBA guarantees typically ranging between 75% and 90% of the
principal and interest due. NSBF has a dedicated senior lending team that originates and services SBA 7(a)
loans to qualifying SMBs. NSBF sells the guaranteed portions of its SBA 7(a) loans, typically within two weeks
of origination, and retains the unguaranteed portion until accumulating sufficient loans for a securitization.
NSBF’s securitization process is as follows. After accumulating sufficient loans, the loans are transferred to a
special purpose vehicle (a “Trust”), which in turn issues notes against the Trust’s assets in a private placement.
The Trust’s primary source of income for repaying the securitization notes is the cash flows generated from the
unguaranteed portion of SBA 7(a) loans owned by the Trust; principal on the securitization notes will be paid by
cash flow in excess of that needed to pay various fees related to the operation of the Trust and interest on the
debt. Securitization notes have an expected maturity of about five years, and the Trust is dissolved when the
securitization notes are paid in full.

We intend to continue to expand our business finance platform primarily by expanding senior secured
lending through NSBF. We believe NSBF’s SBA license, combined with NSBF’s PLP designation, provides us
with a distinct competitive advantage over other SMB lenders that have not overcome these significant barriers-
to-entry in our primary loan market. NSBF originated approximately $469,176,000 of SBA 7(a) loans during
2018 and approximately $385,882,000 of SBA 7(a) loans during 2017. We believe that we will continue to be
introduced to a variety of high-quality investment opportunities through our existing loan sourcing channels and
our controlled portfolio companies’ relationships with their clients, and our status as a BDC which helps fuel
the growth of our loan portfolio by providing us with better access to lower-cost capital.

Under the SBA’s 7(a) lending program, a bank or other lender such as NSBF underwrites a loan between
$50,000 and $5,000,000 for a variety of general business purposes based on the SBA’s guidelines and the SBA
provides a partial guarantee on the loan. Depending on the loan size, the SBA typically guarantees between 75%
and 90% of the principal and interest due. The recoveries and expenses on the unguaranteed portions of these
loans are shared pari passu between the SBA and the lender, which substantially reduces the loss severity on the
unguaranteed portion of a loan for SBA 7(a) loan investors. SBA 7(a) loans are typically between five and 25
years in maturity, four to five years in duration and bear interest at the prime rate plus a spread from 2.25% to
2.75%. Since the guaranteed portions of SBA 7(a) loans carry the full faith and credit of the U.S. government,
lenders may, and frequently do, sell the guaranteed portion of SBA 7(a) loans in the capital markets, hold the
unguaranteed portion and retain all loan servicing rights.
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NSBF has a dedicated capital markets team that sells the guaranteed portions of its SBA 7(a) loans and
sells or securitizes the unguaranteed portions of its SBA 7(a) loans. Historically, NSBF has sold the guaranteed
portions of its originated SBA 7(a) loans shortly after origination and retained the unguaranteed portions until
accumulating sufficient loans for a securitization. NSBF has typically sold SBA guaranteed portions of SBA
7(a) loans at premiums ranging from 106% to 120% of par value, and any portion of the premium that is above
110% of par value is shared equally between NSBF and the SBA. Since December 2010, NSBF has maintained
its securitization program for unguaranteed portions of its SBA 7(a) loans and has successfully completed nine
securitization transactions with Standard & Poor’s AA or A ratings and attractive advance rates as high as
83.5% of par value. NSBF’s most recent and largest securitization to date occurred in November 2018, when it
sold $108,551,000 of unguaranteed SBA 7(a) loan-backed notes. NSBF intends to complete additional
securitizations in the future which may be on comparable although not necessarily identical terms and
conditions. We may determine to retain the government guaranteed or unguaranteed portions of loans for longer
periods, pending deployment of excess capital.

NSBF’s senior lending team has focused on making smaller loans, approximately $1,000,000 or less, in
order to maintain a diversified pool of loans that are dispersed both geographically and among industries, which
we believe limits NSBF’s exposure to regional and industry-specific economic downturns. Specifically, as of
March 31, 2019, NSBF’s loan portfolio consisted of 2,049 loans originated across 50 states in 77 different
industries as defined by the North American Industry Classification System (“NAICS”). The following charts
summarize NSBF’s mix of investment concentrations by industry and geography as of March 31, 2019 (in
thousands):

Distribution by NAICS Code Description

Aggregate Average

Number of Balance Balance Percentage
NAICS Code Description Loans (%) %) of Balance
Food Services and Drinking Places 250 34,216 137 9.2%
Truck Transportation 81 25,643 317 6.9%
Professional, Scientific, and Technical Services 152 22,678 149 6.1%
Amusement, Gambling, and Recreation Industries 107 22,351 209 6.0%
Ambulatory Health Care Services 119 20,742 174 5.6%
Repair and Maintenance 110 17,536 159 4.7%
Specialty Trade Contractors 95 13,611 143 3.7%
Fabricated Metal Product Manufacturing 33 13,308 403 3.6%
Accommodation 47 11,417 243 3.1%
Personal and Laundry Services 83 9,671 117 2.6%
Other 972 179,155 184 48.5%
Total 2,049 370,328 181 100.0%

Distribution by State

Aggregate Average

Number of Balance Balance Percentage
State Loans ) %) of Balance
Florida 237 38,890 164 10.5%
New York 208 33,617 162 9.1%
California 150 29,518 197 8.0%
Texas 116 23,056 199 6.2%
Connecticut 118 21,967 186 5.9%
Pennsylvania 86 18,811 219 5.1%
Georgia 73 15,835 217 4.3%
Illinois 76 15,692 206 4.2%
New Jersey 105 15,537 148 4.2%
North Carolina 65 12,940 199 3.5%
Other 815 144,465 177 39.0%
Total 2,049 370,328 181 100.0%
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NSBF evaluates the credit quality of its loan portfolio by employing a risk rating system that is similar to
the Uniform Classification System, which is the asset classification system adopted by the Federal Financial
Institution Examinations Council. NSBF’s risk rating system is granular with multiple risk ratings in both the
Acceptable and Substandard categories. Assignment of the ratings are predicated upon numerous factors,
including credit risk scores, collateral type, loan to value ratios, industry, financial health of the business,
payment history, other internal metrics/analysis, and qualitative assessments. Risk ratings are refreshed as
appropriate based upon considerations such as market conditions, loan characteristics, and portfolio trends.
NSBF’s gross SBA loans by credit quality indicator are as follows:

Risk Rating
Aggregate Average

Number of Balance Balance Percentage of
Portfolio Loans [€)) (€] Balance
Risk Rating 1-4 1857 322,451 174 87.1%
Risk Rating 5 26 9,297 358 2.5%
Risk Rating 6 162 37,765 233 10.2%
Risk Rating 6/7 and 7 4 815 204 0.2%
Total 2,049 370,328 181 100.0%

The weighted average term to maturity and weighted average interest rate of NSBF’s loan portfolio as of
March 31, 2019 and December 31, 2018 was 15.6 years and 15.7 years, and 8.10% and 7.9%, respectively.

Receivables Financing, Inventory Financing and SBA 504 Lending

The Company’s business finance platform also includes NBC and NBL, both controlled portfolio
companies. NBC provides receivables financing, inventory financing and health care receivables financing, and
management services to SMBs, which may obtain $10,000 to $2,000,000 per month through the sale of their
trade receivables or the financing or their inventories. In addition, NBL funds SBA 504 loans which provide
financing of fixed assets such as real estate or equipment.

Third Party Loan Servicing

SBL, a wholly owned, controlled portfolio company, engages in third-party loan servicing for SBA and
non-SBA loans, and provides lending institutions with outsourced solutions for the entire SBA lending process,
including credit analysis, structuring and eligibility, packaging, closing compliance and servicing.

Non-Conforming Commercial Lending

On November 27, 2018, the Company’s wholly-owned affiliate, Newtek Commercial Lending, Inc., and a
wholly-owned affiliate of BlackRock TCP, Conventional Lending TCP Holdings LLC, entered into a joint
venture, the JV, governed by the Limited Liability Company Agreement for the JV. The Company and
BlackRock TCP each committed to contribute an equal share of equity funding to the JV and each will have
equal voting rights on all material matters. The JV intends to deploy capital over the course of time with
additional leverage supported by a warehouse line of credit. The intended purpose of the JV will be to originate
commercial loans to middle-market companies as well as small businesses. Additionally, on April 29, 2019, the
JV closed a $100 million senior-secured revolving credit facility, with a $100 million accordion feature, with
Deutsche Bank.

Controlled Portfolio Companies

In addition to our debt investments in portfolio companies, either directly or through our business finance
platform, we also hold controlling interests in certain portfolio companies that, as of March 31, 2019,
represented approximately 31% of our total investment portfolio. Specifically, we hold controlling interests in
NMS, Mobil Money, NTS, SBL, NBC, NBL, NPS, NIA, IPM, and SIDCO. We refer to these entities (among
others), collectively, as our “controlled portfolio companies.” Our controlled portfolio companies provide us
with an extensive network of business relationships that supplement our referral sources and that we believe
will help us to maintain a robust pipeline of lending opportunities and expand our business finance platform.

The revenues that our controlled portfolio companies generate, after deducting operating expenses, may
be distributed to us. As a BDC, our Board will determine quarterly the fair value of our controlled portfolio
companies
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in a similar manner as our other investments. In particular, our investments in our controlled portfolio
companies are valued using a valuation methodology that incorporates both the market approach (guideline
public company method) and the income approach (discounted cash flow analysis). In following these
approaches, factors that we may take into account in determining the fair value of our investments include, as
relevant: available current market data, including relevant and applicable market trading comparables, the
portfolio company’s earnings and discounted cash flows of forecasted future earnings, comparisons of financial
ratios of peer companies that are public, and enterprise values, among other factors. In addition, the Company
has engaged third party valuation firms to provide valuation consulting services for the valuation of certain of
our controlled portfolio companies.

Newtek Merchant Solutions (NMS)

NMS (a 2001 investment) markets credit and debit card processing services, check approval services and
ancillary processing equipment and software to merchants who accept credit cards, debit cards, checks and other
non-cash forms of payment. NMS utilizes a multi-pronged sales approach of both direct and indirect sales.
NMS’ primary sales efforts focus on direct sales through our Your Business Solutions Company® brand. Their
indirect sales channels consist of alliance partners, principally financial institutions (banks, credit unions,
insurance companies and other related businesses), and independent sales agents across the U.S. These referring
organizations and associations are typically paid a percentage of the processing revenue derived from the
respective merchants that they successfully refer to NMS. In 2018, NMS processed merchant transactions with
sales volumes of $6.1 billion.

NMS has a number of competitive advantages which we believe will enable it to exceed industry growth
averages. These are:

. focus on non-traditional business generation: referral relationships, wholesale solicitations and
financial institutions rather than independent sales agents;

. seeks to be a market leader in the implementation of technology in the payment processing business;
. It maintains its own staff of trained and skilled customer service representatives; and
. It markets and sells the latest in point-of-sale technology hardware, implementing of the EMV

system (Europay, MasterCard, Visa inter-operative integrated circuit cards) and continuous cyber-
security services.

NMS maintains its principal customer service and sales support offices in Milwaukee, Wisconsin and
Lake Success, New York, with additional specialists located in Phoenix, Arizona. NMS’s personnel assist
merchants with initial installation of equipment and on-going service, as well as any other special processing
needs that they may have.

NMS’ development and growth are focused on selling their services to internally generated referrals,
merchant referrals identified by Newtek alliance partners and by independent sales representatives. We believe
NMS is different than most electronic payment processing companies who acquire their clients primarily
through independent agents. NMS believes that its business model provides it with a competitive advantage by
enabling it to acquire new merchant customers at a lower cost level for third-party commissions than the
industry average. NMS’ business model allows it to own the customer as well as the stream of residual
payments, as opposed to models which rely more heavily on independent sales agents. At December 31, 2018,
Premier Payments LLC (“Premier”), a wholly-owned portfolio company that marketed credit and debit card
processing services, check approval services, processing equipment, and software, merged into NMS.

Newtek Technology Solutions (NTS)

NTS offers website hosting, dedicated server hosting, cloud hosting, web design and development,
internet marketing, eCommerce, data storage and backup, and other related services to customers worldwide
and manages over 69,000 domain names. While there are many competitors in this space, we believe that NTS
is the only technology company with the exclusive focus on the SMB market with products tailored to the
specific needs of these business customers.

NTS provides a full suite of outsourced IT infrastructure services, including cloud (virtual) servers, shared
server hosting, and dedicated server hosting, under the Newtek® Technology Solutions, Newtek® Web Services
and
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Newtek Web Hosting® brands, for which it receives recurring monthly fees, as well as other fees such as set-up
fees, consulting fees, and domain name registration fees, among others.

Due to the continuing decline in Microsoft being utilized in the design of web sites and the market shift to
Linux, Nginx and a proliferation of Word Press sites being built on non-Microsoft based platforms, Microsoft’s
new web design growth has decreased to 33% of the market. NTS has responded to this decline by launching
Linux Apache and Linux Nginx platforms within its environment and created associated control panels,
service/support and billing to participate more fully in 100% of the market. All platforms are available within
NTS’ cloud and non-cloud environment and are fully managed offerings as compared to NTS’ competitors.

NTS has a complete line of cloud-based business and eCommerce packages and Cloud Spaces to
streamline the decision process for business owners and accommodate designers and developers that wish to
build sites in both Microsoft and Linux environments. Included with this service offering is full customer
service with a real human interface available on a 24/7/365 basis, which we believe further distinguishes NTS
from its competitors who usually offer co-location hosting without the support needed for the SMB market
customer.

NTS currently operates three data centers in Scottsdale, Arizona, Phoenix, Arizona, and Edison, New
Jersey.

The datacenter facilities NTS employs to host its technologies conforms to The Uptime Institute’s 4-Tier
Classification System which has become a global standard for third-party validation of data center critical
infrastructure. The Tier Classification System defines the requirements and benefits of four distinct Tier
classifications for data center infrastructure. Each Tier sets the appropriate criteria for power, cooling,
maintenance, and capability to withstand a fault. Tiers are progressive; each Tier incorporates the requirements
of all the lower Tiers. NTS operates its critical infrastructure within facilities that have a minimum rating of Tier
3-Certified. NTS datacenters meet and exceed Uptime Institute Tier-3 standards in all categories which allows
NTS to pursue and service, compliance-sensitive workloads from the financial services, healthcare, government
and military sectors. In addition, NTS includes redundant, carrier-neutral network design for all its
communications paths, multiple locations to host services, and a built in DDOS mitigation platform into the
design of its datacenter services.

Throughout its affiliation with Newtek, over 70% of new NTS customers have come as a result of internal
and external referrals without material expenditures by NTS for marketing or advertising. Many of NTS’
competitors are very price sensitive, offering minimal services at cut-rate pricing. While being cost competitive
with most Linux-and Windows-based web hosting services, NTS has emphasized higher quality uptime, service
and support as well as multiple control panel environments for the designer and developer community.

NTS has also launched a turnkey hosting service to meet financial institution needs for dedicated servers,
hosting and/or data storage, enabling these entities to comply with their strict regulatory requirements that
demand very high security protocols and practices be in place. In early 2018, NTS became aware that an
unauthorized third party misappropriated three domain names, which NTS used to support customer
management of hosted websites. NTS notified its shared webhosting customers of the incident, and assisted in
re-routing web traffic to minimize any service disruptions to its clients. NTS’ management launched an
investigation into the incident and based on the investigation, NTS’ management concluded that attackers
compromised a portion of its shared webhosting system, and may have acquired certain customer information
limited to its shared webhosting customers, and/or gained access to certain of its shared webhosting servers.
NTS has taken a range of steps designed to secure its system, enhance its security protections, enhance access
controls, and prevent future unauthorized activity.

In addition, IPM and SIDCO are wholly-owned portfolio companies which consult, strategize, design, and
implement technology solutions for enterprise and commercial clients across the U.S., and are expected to
complement the offerings of NTS.

Newtek Insurance Agency (NIA)

NIA is a retail and wholesale brokerage insurance agency licensed in 50 states specializing in the sale of
personal, commercial and health/benefits lines insurance products to customers of all of the Newtek portfolio
companies as well as Newtek alliance partners. NIA offers insurance products from multiple insurance carriers
providing a wide range of choice for its customers. NIA is also implementing programs with alliance partners to
market commercial and personal insurance. A major sales channel for NIA is the SMB customer base of our
lending platform and the other controlled portfolio companies which allow for many opportunities for cross
sales between business lines.
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Newtek Payroll and Benefits Solutions (NPS)

NPS offers an array of industry standard and very competitively priced payroll management, benefit,
payment and tax reporting services to SMBs. These payroll and benefit solutions are marketed through all of
Newtek’s available channels including the alliance partnerships and direct marketing campaigns. NPS also
benefits by the access to the SMB customer base of the lending platform and the other controlled portfolio
companies.

NPS provides full service payroll and benefit solutions across all industries, processing payroll via
software as a service (SaaS) or phone solutions. They have an established and reliable platform that is not
limited by client size, industry type or delivery interface. NPS assists clients in managing their payroll
processing needs by calculating, collecting and disbursing their payroll funds, remitting payroll taxes and
preparing and filing all associated tax returns. In addition, NPS offers clients a range of ancillary service
offerings, including workers’ compensation insurance, time and attendance, 401(k) administration, pay cards,
employee benefit plans, employee background screening, COBRA services, tax credit recovery, Section 125 and
flexible benefits spending plans and expense management services.

Certified Capital Companies (Capcos)

Under state-created Capco programs, states provide a Capco with tax credits generally equal to the
amount of funds the Capco raises from insurance company investors. The Capcos then issue the tax credits to its
investors — a process which is designed to reduce the Capco’s investors’ state tax liabilities. In exchange for
receiving the tax credits, the Capco is obligated to invest the funds raised in certain qualified businesses, which
generally are defined by statute to include only businesses that meet certain criteria related to the size, location,
number of employees, and other characteristics of the business. If a Capco fails to comply with the performance
requirements of each state’s different Capco program, the tax credits are subject to forfeiture.

Under state law, a Capco that has invested in qualified businesses an amount equal to 100% of its initial
certified capital is able to decertify (i.e., terminate its status as a Capco) and no longer be subject to any state
Capco regulation. Upon voluntary decertification, the programs in about half of the states require that a Capco
share any distributions to its equity holders with the state sponsoring the Capco. For those states that require a
share of distributions, the sharing percentages vary, but are generally from 10% to 30%, usually on distributions
above a specified internal rate of return for the equity owners of the Capco.

Based on the above and that the Capcos were formed to make investments in businesses, the entities were
determined to be investment companies and are therefore consolidated subsidiaries of Newtek.

Our Capcos have historically invested in SMBs and, in addition to interest income and investment returns,
have generated non-cash income from tax credits and non-cash interest and insurance expenses in addition to
cash management fees and expenses. We have de-emphasized our Capco business in favor of growing our
controlled portfolio companies and do not anticipate creating any new Capcos. While observing all
requirements of the Capco programs and, in particular, financing qualified businesses meeting applicable state
requirements as to limitations on the proportion of ownership of qualified businesses, we believe the growth of
our controlled portfolio companies produces a strategic focus on providing goods and services to SMBs such as
those in which our Capcos invest. We continue to invest in and lend to SMBs through our existing Capcos and
intend to meet the goals of the Capco programs.

As the Capcos reach 100% investment we will seek to decertify them as Capcos, liquidate their remaining
assets and thereby reduce their operational costs, particularly the legal and accounting costs associated with
compliance. Eleven of our original sixteen Capcos have reached this stage and have been de-certified and
liquidated.

Newtek Branding

We have developed our branded line of products and services to offer a full service suite of business and
financial solutions for the U.S. SMB market. Newtek reaches potential customers through its integrated multi-
channel approach featuring direct, indirect and direct outbound solicitation efforts. We continue to utilize and
grow our primary marketing channel of strategic alliance partners as well as a direct marketing strategy to SMB
customers through our “go to market” brand, Your Business Solutions Company®. Through a television
advertising campaign built around this brand, and our web presence, www.newtekone.com, we believe we are
establishing
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ourselves as a preferred “go-to” provider for SMB financing and the services offered by our controlled portfolio
companies. In addition, we supplement these efforts with extensive efforts to present the Company as the
authority on small businesses.

We market services through referrals from our strategic alliance partners (using our patented NewTracker®
referral management system) as well as direct referrals from our web presence, www.newtekone.com. Our
NewTracker® referral system has a software application patent covering the systems and methods for tracking,
reporting and performing processing activities and transactions in association with referral data and related
information for a variety of product and service offerings in a business-to-business environment. The
NewTracker® system provides for transparency between Newtek and referring parties and has been material in
our ability to obtain referrals from a wide variety of sources. This patented system allows us and our alliance
partners to review in real time the status of any referral as well as to provide real time compliance oversight by
the respective alliance partner, which we believe creates confidence among the referred business client, the
referring alliance partner and us. We own the NewTracker® patent, as well as all trademarks and other patented
intellectual property used by us and our controlled portfolio companies.

Additional referrals are obtained from individual professionals in geographic markets that have signed up
to provide referrals and earn commissions through our BizExec and TechExec Programs. Our BizExecs and
TechExecs are traditionally information technology professionals, CPAs, independent insurance agents and
sales and/or marketing professionals. In addition, electronic payment processing services are marketed through
independent sales agents, and web technology and eCommerce services are marketed through internet-based
marketing and third-party resellers. A common thread across all business lines of our controlled portfolio
companies relates to acquiring customers at low cost and making strategic alliances primarily where we pay
fees only for successful referrals. We seek to bundle our marketing efforts through our brand, our portal, our
patented NewTracker® referral system, our web presence as Your Business Solutions Company® and one easy
entry point of contact. We expect that this approach will allow us to continue to cross-sell the financing services
of our business finance platform to customers of our controlled portfolio companies and build upon our
extensive deal sourcing infrastructure. The compensation which we pay for referrals is consistent with industry
practices.

Senior Lending Team and Executive Committee

The key members of our Senior Lending Team, most of who have worked together for more than ten
years each have over 25 years of experience in finance-related fields. These investment professionals have
worked together to screen opportunities, underwrite new investments and manage a portfolio of investments in
SMBs through two recessions, a credit crunch, the dot-com boom and bust and a historic, leverage-fueled asset
valuation bubble. Each member brings a complementary component to a team well-rounded in finance,
accounting, operations, strategy, business law and executive management.

Because we are internally managed by our Executive Committee, which includes Barry Sloane, Peter
Downs, Christopher Towers and Michael A. Schwartz, under the supervision of our Board, and do not depend
on a third-party investment advisor, we do not pay investment advisory fees and all of our income is available to
pay our operating costs and to make distributions to our stockholders. While our portfolio companies are
independently managed, our Executive Committee also oversees our controlled portfolio companies and, to the
extent that we may make additional equity investments in the future, the Executive Committee will also have
primary responsibility for the identification, screening, review and completion of such investments. We do not
expect to focus our resources on investing in additional stand-alone equity investments, but may elect to do so
from time to time on an opportunistic basis, if such opportunities arise. Messrs. Sloane and Downs have been
involved together in the structuring and management of equity investments for the past sixteen years.

Market Opportunity

We believe that the limited amount of capital and financial products available to SMBs, coupled with the
desire of these companies for flexible and partnership-oriented sources of capital and other financial products,
creates an attractive investment environment for us to further expand our business finance platform and overall
brand. We believe the following factors will continue to provide us with opportunities to grow and deliver
attractive returns to stockholders.

97




The SMB market represents a large, underserved market. We estimate the SMB market to include over
27 million businesses in the U.S. We believe that SMBs, most of which are privately-held, are relatively
underserved by traditional capital providers such as commercial banks, finance companies, hedge funds and
collateralized loan obligation funds. Further, we believe that such companies generally possess conservative
capital structures with significant enterprise value cushions, as compared to larger companies with more
financing options. While the largest originators of SBA 7(a) loans have traditionally been regional and national
banks, from 2012 through 2018, NSBF was the largest non-bank originator of SBA 7(a) loans by dollar lending
volume and is currently the fourth largest SBA 7(a) lender in the U.S. As a result, we believe we and our
controlled portfolio companies are well positioned to provide financing to the types of SMBs that we have
historically targeted and we have the technology and infrastructure in place presently to do it cost effectively in
all 50 states and across many industries.

Future refinancing activity is expected to create additional investment opportunities. A high volume
of financings completed between 2005 and 2008 will mature in the coming years. We believe this supply of
opportunities coupled with limited financing providers focused on SMBs will continue to offer investment
opportunities with attractive risk-weighted returns.

The increased capital requirements and other requlations placed on banks may reduce lending by
traditional large financial institutions and community banks. While many SMBs were previously able to
raise debt financing through traditional large financial institutions, we believe this approach to financing will
continue to be constrained for several years as continued implementation of U.S. and international financial
reforms, such as Basel III, phase in and rules and regulations are promulgated under the Dodd-Frank Wall Street
Reform and Consumer Protection Act. We believe that these regulations will increase capital requirements and
have the effect of further limiting the capacity of traditional financial institutions to hold non-investment grade
loans on their balance sheets. As a result, we believe that many of these financial institutions have de-
emphasized their service and product offerings to SMBs, which we believe will make a higher volume of deal
flow available to us.

Increased demand for comprehensive, business-critical SMB solutions. Increased competition and
rapid technological innovation are creating an increasingly competitive business environment that requires
SMBs to fundamentally change the way they manage critical business processes. This environment is
characterized by greater focus on increased quality, lower costs, faster turnaround and heightened regulatory
scrutiny. To make necessary changes and adequately address these needs, we believe that companies are
focusing on their core competencies and utilizing cost-effective outsourced solutions to improve productivity,
lower costs and manage operations more efficiently. Our controlled portfolio companies provide critical
business solutions such as electronic payment processing, managed IT solutions, personal and commercial
insurance services and full-service payroll and benefit solutions, receivables financing and funding of SBA 504
loans which provide financing of fixed assets such as real estate or equipment. We believe that each of these
market segments are underserved for SMBs and since we are able to provide comprehensive solutions under
one platform, we are well positioned to continue to realize growth from these product offerings.

Competitive Advantages

We believe that we are well positioned to take advantage of investment opportunities in SMBs due to the
following competitive advantages:

Internally Managed Structure and Significant Management Resources. We are internally managed by
our executive officers under the supervision of our Board and do not depend on an external investment advisor.
As aresult, we do not pay investment advisory fees and all of our income is available to pay our operating costs,
which include employing investment and portfolio management professionals, and to make distributions to our
stockholders. We believe that our internally managed structure provides us with a lower cost operating expense
structure, when compared to other publicly traded and privately-held investment firms which are externally
managed, and allows us the opportunity to leverage our non-interest operating expenses as we grow our
investment portfolio. Our Senior Lending Team has developed one of the largest independent loan origination
and servicing platforms that focuses exclusively on SMBs.

Business Model Enables Attractive Risk-Weighted Return on Investment in SBA 7(a) Lending. Our
SBA 7(a) loans are structured so as to permit rapid sale of the U.S. government guaranteed portions, often
within weeks of origination, and the unguaranteed portions have been successfully securitized and sold, usually
within a year of
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origination. The return of principal and premium may result in an advantageous risk-weighted return on our
original investment in each loan. We may determine to retain the government guaranteed or unguaranteed
portions of loans pending deployment of excess capital.

State of the Art Technology. Our patented NewTracker® software enables us to board a SMB customer,
process the application or inquiry, assemble necessary documents, complete the transaction and create a daily
reporting system that is sufficiently unique as to receive a U.S. patent. This system enables us to identify a
transaction, similar to a merchandise barcode or the customer management system used by SalesForce.com,
then process a business transaction and generate internal reports used by management and external reports for
strategic referral partners. It allows our referral partners to have digital access into our back office and follow on
a real time, 24/7 basis the processing of their referred customers. This technology has been made applicable to
all of the service and product offerings we make directly or through our controlled portfolio companies.

Established Direct Origination Platform with Extensive Deal Sourcing Infrastructure. 'We have
established a direct origination pipeline for investment opportunities without the necessity for investment banks
or brokers as well as broad marketing channels that allow for highly selective underwriting. The combination of
our brand, our portal, our patented NewTracker® technology, and our web presence as Your Business Solutions
Company® have created an extensive deal sourcing infrastructure. Although we pay fees for loan originations
that are referred to us by our alliance partners, our investment team works directly with the borrower to
assemble and underwrite loans. We rarely invest in pre-assembled loans that are sold by investment banks or
brokers. As a result, we believe that our unique national origination platform allows us to originate attractive
credits at a low cost. During 2018 we funded $469,176,000 of SBA 7(a) loans, based on the large volume of
loan referrals we received in 2018. We anticipate that our principal source of investment opportunities will
continue to be in the same types of SMBs to which we currently provide financing. Our Executive Committee
and Senior Lending Team will also seek to leverage our extensive network of additional referral sources,
including law firms, accounting firms, financial, operational and strategic consultants and financial institutions,
with whom we have completed investments. We believe our current infrastructure and expansive relationships
will continue to enable us to review a significant amount of high quality, direct (or non-brokered) investment
opportunities.

Experienced Senior Lending Team with Proven Track Record. We believe that our Senior Lending
Team is one of the leading capital providers to SMBs. Our Senior Lending Team has expertise in managing the
SBA process and has managed a diverse portfolio of investments with a broad geographic and industry mix.
While the primary focus of NSBF is to expand its debt financing activities in SBA 7(a) loans, our Senior
Lending Team is also focused on growing our business finance platform through our controlled portfolio
companies NBC, which provides receivables financing, inventory financing and health care receivables
financing, and NBL, which funds SBA 504 loans.

Flexible, Customized Financing Solutions for Seasoned, Smaller Businesses. 'While NSBF’s primary
focus is to expand its lending by activities by providing SBA 7(a) loans to SMBs, we also seek to offer SMBs a
variety of attractive financing structures, as well as cost effective and efficient business services, to meet their
capital needs through our subsidiaries and controlled portfolio companies. In particular, through our controlled
portfolio companies, we offer larger loans, between $5,000,000 and $15,000,000, greater than loans available
with the SBA guarantee, but with a higher interest rate to compensate for the increased risk. Unlike many of our
competitors, we believe we have the platform to provide a complete package of service and financing options
for SMBs, which allows for cross-selling opportunities and improved client retention. We expect that a large
portion of our capital will be loaned to companies that need growth capital, acquisition financing or funding to
recapitalize or refinance existing debt facilities. Our lending will continue to focus on making loans to SMBs
that:

. have 3 to 10 years of operational history;

. significant experience in management;

. credit worthy owners who provide a personal guarantee for our investment;

. show a strong balance sheet to collateralize our investments; and

. show sufficient cash flow to be able to service the payments on our investments comfortably.
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Although we may make investments in start-up businesses, we generally seek to avoid investing in high-
risk, early-stage enterprises that are only beginning to develop their market share or build their management and
operational infrastructure with limited collateral.

Disciplined Underwriting Policies and Rigorous Portfolio Management. 'We pursue rigorous due
diligence of all prospective investments originated through our platform. Our Senior Lending Team has
developed an extensive underwriting due diligence process, which includes a review of the operational,
financial, legal and industry performance and outlook for the prospective investment, including quantitative and
qualitative stress tests, review of industry data and consultation with outside experts regarding the
creditworthiness of the borrower. These processes continue during the portfolio monitoring process, when we
will conduct field examinations, review all compliance certificates and covenants and regularly assess the
financial and business conditions and prospects of portfolio companies. In addition, SBL is servicer for
commercial, SBA 7(a) and other government guaranteed investments whose exceptional servicing capabilities
with compact timelines for loan resolutions and dispositions has attracted various third-party portfolios to these
controlled portfolio companies.

Business Development Company Conversion

On October 22, 2014, we effectuated a 1 for 5 reverse stock split to attract institutional investors. On
November 12, 2014, in conjunction with the completion of a public offering, we merged with and into Newtek
Business Services Corp., a newly-formed Maryland corporation, for the purpose of reincorporating in Maryland
and we elected to be regulated as a BDC under the 1940 Act (the “BDC Conversion”). In connection with our
election to be regulated as a BDC, we elected to be treated for U.S. federal income tax purposes, beginning with
our 2015 tax year, and intend to qualify annually, as a RIC under Subchapter M of the Code. In connection with
our election of RIC status, on October 1, 2015 our Board declared a special dividend of $2.69 per share which
was paid partially in cash and partially in our common shares on December 31, 2015.

As a BDC, we are required to meet regulatory tests, including the requirement to invest at least 70% of
our gross assets in “qualifying assets.” Qualifying assets generally include debt or equity securities of private or
thinly traded public U.S. companies and cash, cash equivalents, U.S. government securities and high-quality
debt investments that mature in one year or less. In addition, as a BDC, and pursuant to the approval that we
received from our stockholders on July 26, 2018, we are not permitted to incur indebtedness unless immediately
after such borrowing we have an asset coverage for total borrowings of at least 150% (i.e., the amount of debt
may not exceed 66 2/3% of the value of our total assets). See “Regulation.”

As a RIC, we generally will not have to pay corporate-level federal income taxes on any ordinary income
or capital gains that we distribute to our stockholders. To maintain our RIC tax treatment, we must meet
specified source-of-income and asset diversification requirements and distribute annually at least 90% of our
ordinary income and realized net short-term capital gains in excess of realized net long-term capital losses, if
any.

Investments

We engage in various investment strategies from time to time in order to achieve our overall investment
objectives.

Portfolio Company Characteristics

We have and will continue to target investments in future portfolio companies that generate both current
income and capital appreciation. In each case, the following criteria and guidelines are applied to the review of
a potential investment however, not all criteria are met in every single investment, nor do we guarantee that all
criteria will be met in the investments we will make in the future. We have and will continue to limit our
investments to the SMB market.

Experienced Management with Meaningful Investment. We seek to invest in companies in which
senior or key managers have significant company-or industry-level experience and have significant equity
ownership. It has been our experience that these experienced managers are more committed to the portfolio
company’s success and more likely to manage the company in a manner that protects our debt and equity
investments.
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Significant Invested Capital. We believe that the existence of an appropriate amount of equity beneath
our debt capital provides valuable support for our investment. In addition, the degree to which the particular
investment is a meaningful one for the portfolio company’s owners (and their ability and willingness to invest
additional equity capital as and to the extent necessary) are also important considerations.

Appropriate Capital Structures. We seek to invest in portfolio companies that are appropriately
capitalized. First, we examine the amount of equity that is being invested by the company’s equity owners to
determine whether there is a sufficient capital cushion beneath our invested capital. We also analyze the amount
of leverage, and the characteristics of senior debt with lien priority over our senior subordinated debt. A key
consideration is a strong balance sheet and sufficient free cash flow to service any debt we may invest.

Strong Competitive Position. 'We invest in portfolio companies that have developed strong, defensible
product or service offerings within their respective market segment(s). These companies should be well
positioned to capitalize on organic and strategic growth opportunities, and should compete in industries with
strong fundamentals and meaningful barriers to entry. We further analyze prospective portfolio investments in
order to identify competitive advantages within their industry, which may result in superior operating margins or
industry-leading growth.

Customer and Supplier Diversification. 'We expect to invest in portfolio companies with sufficiently
diverse customer and supplier bases. We believe these companies will be better able to endure industry
consolidation, economic contraction and increased competition than those that are not sufficiently diversified.
However, we also recognize that from time to time, an attractive investment opportunity with some
concentration among its customer base or supply chain will present itself. We believe that concentration issues
can be evaluated and, in some instances (whether due to supplier or customer product or platform
diversification, the existence and quality of long-term agreements with such customers or suppliers or other
select factors), mitigated, thus presenting a superior risk-weighted pricing scenario.

Investment Objectives

Debt Investments

We target our debt investments, which are principally made through our business finance platform under
the SBA 7(a) program, to produce generally, a coupon rate of prime plus 2.75% which enables us to generate
rapid sales of loans in the secondary market historically producing gains and with a yield on investment in
excess of 30%. We typically structure our debt investments with the maximum seniority and collateral along
with personal guarantees from portfolio company owners, in many cases collateralized by other assets including
real estate. In most cases, our debt investment will be collateralized by a first lien on the assets of the portfolio
company and a first or second lien on assets of guarantors, in both cases primarily real estate. All SBA 7(a)
loans are made with personal guarantees from any owner(s) of 20% or more of the portfolio company’s equity.
As of March 31, 2019, substantially all of our SBA 7(a) portfolio at fair value consisted of debt investments that
were secured by first or second priority liens on the assets of the portfolio company.

. First Lien Loans. Our first lien loans generally have terms of one to twenty-five years, provide for
a variable interest rate, contain no prepayment penalties (however, the SBA will charge the
borrower a prepayment fee if the loan has a maturity of 15 or more years and is prepaid during the
first three years) and are secured by a first priority security interest in all existing and future assets
of the borrower. Our first lien loans may take many forms, including revolving lines of credit, term
loans and acquisition lines of credit.

. Second Lien Loans. Our second lien loans generally have terms of five to twenty-five years, also
primarily provide for a variable interest rate, contain no prepayment penalties (however, the SBA
will charge the borrower a prepayment fee if the loan has a maturity of 15 or more years and is
prepaid during the first three years) and are secured by a second priority security interest in all
existing and future assets of the borrower. We typically only take second lien positions on additional
collateral where we also have first lien positions on business assets.

. Unsecured Loans. We make few unsecured investments, primarily to our controlled portfolio
companies, which because of our equity ownership are deemed to be more secure. Typically, these
loans are to meet short-term funding needs.
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We typically structure our debt investments to include non-financial covenants that seek to minimize our
risk of capital loss such as lien protection and prohibitions against change of control. Our debt investments have
strong protections, including default penalties, information rights and, in some cases, affirmative, negative and
financial covenants.

Equity Investments

While the vast majority of our investments have been structured as debt, we have in the past and expect in
the future to make selective equity investments primarily as either strategic investments to enhance the
integrated operating platform or, to a lesser degree, under the Capco programs. For investments in our
controlled portfolio companies, we focus more on tailoring them to the long-term growth needs of the
companies than to immediate return. Our objective with these companies is to foster the development of the
businesses as a part of the integrated operational platform of serving the SMB market, so we may reduce the
burden on these companies to enable them to grow faster than they would otherwise as another means of
supporting their development and that of the integrated whole.

In Capco investments, we often make debt investments in conjunction with being granted equity in the
company in the same class of security as the business owner receives upon funding. We generally seek to
structure our equity investments to provide us with minority rights provisions and event-driven put rights.

Investment Process

The members of our Senior Lending Team and our Executive Committee are responsible for all aspects of
our investment selection process. The discussion below describes our investment procedures. The stages of our
investment selection process are as follows:

Loan and Deal Generation/Origination

We believe that the combination of our brand, our portal, our patented NewTracker® technology, and our
web presence as Your Business Solutions Company® have created an extensive loan and deal sourcing
infrastructure. This is maximized through long-standing and extensive relationships with industry contacts,
brokers, commercial and investment bankers, entrepreneurs, services providers (such as lawyers and
accountants), as well as current and former clients, portfolio companies and our extensive network of strategic
alliance partners. We supplement our relationships by the selective use of television advertising aimed primarily
at lending to the SMB market. We believe we have developed a reputation as a knowledgeable and reliable
source of capital, providing value-added advice, prompt processing, and management and operations support to
our portfolio companies.

We market our loan and investment products and services, and those of our controlled portfolio
companies, through referrals from our alliance partners such as Amalgamated Bank, Banco Popular, Credit
Union National Association, E-Insure, ENT Federal Credit Union, The Hartford, Legacy Bank, Morgan Stanley
Smith Barney, Navy Federal Credit Union, New York Community Bank, Raymond James, Randolph Brooks
Federal Credit Union, UBS, Meineke Dealers Purchasing Cooperative and True Value Company, among others
using our patented NewTracker® referral system as well as direct referrals from our web presence,
www.newtekone.com. The patent for our NewTracker® referral system is a software application patent covering
the systems and methods for tracking, reporting and performing processing activities and transactions in
association with referral data and related information for a variety of product and service offerings in a
business-to-business environment providing further for security and transparency between referring parties.
This system allows us and our alliance partners to review in real time the status of any referral as well as to
provide real time compliance oversight by the respective alliance partner, which we believe creates confidence
between the referred business client, the referring alliance partner and us.

Additional deal sourcing and referrals are obtained from individual professionals in geographic markets
that have signed up to provide referrals and earn commissions through our BizExec and TechExec Programs.
The BizExecs and TechExecs are traditionally information technology professionals, CPAs, independent
insurance agents and sales and/or marketing professionals. In addition, electronic payment processing services
are marketed through independent sales representatives and web technology and eCommerce services are
marketed through internet-based marketing and third-party resellers. A common thread across all business lines
of our subsidiaries and controlled portfolio companies relates to acquiring customers at low cost. We seek to
bundle our marketing efforts through our
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brand, our portal, NewTracker®, our web presence as Your Business Solutions Company® and one easy entry
point of contact. We expect that this approach will allow us to continue to cross-sell the financing services of
our business finance platform to our customers and customers of our controlled portfolio companies, and to
build upon our extensive deal sourcing infrastructure.

Screening

We screen all potential debt or equity investment proposals that we receive for suitability and consistency
with our investment criteria (see “Portfolio Company Characteristics,” above). In screening potential
investments, our Senior Lending Team and our Executive Committee utilize a value-oriented investment
philosophy and commit resources to managing downside exposure. If a potential investment meets our basic
investment criteria, a business service specialist or other member of our team is assigned to perform preliminary
due diligence.

SBA Lending Procedures

We originate loans under the SBA 7(a) Program in accordance with our credit and underwriting policy,
which incorporates by reference the SBA Rules and Regulations as they relate to the financing of such loans,
including the U.S. Small Business Administration Standard Operating Procedures, Lender and Development
Company Loan Program (“SOP 50 10”).

During the initial application process for a loan originated under the SBA 7(a) Program, a business
service specialist assists and guides the applicant through the application process, which begins with the
submission of an online form. The online loan processing system collects required information and ensures that
all necessary forms are provided to the applicant and filled out. The system conducts two early automatic
screenings focused primarily on whether (i) the requested loan is for an eligible purpose, (ii) the requested loan
is for an eligible amount and (iii) the applicant is an eligible borrower. If the applicant is eligible to fill out the
entire application, the online system pre-qualifies the applicant based on preset credit parameters that meet the
standards of Newtek and the SBA.

Once the online form and the application materials have been completed, our underwriting department
(the “Underwriting Department”) becomes primarily responsible for reviewing and analyzing the application in
order to accurately assess the level of risk being undertaken in making a loan. The Underwriting Department is
responsible for assuring that all information necessary to prudently analyze the risk associated with a loan
application has been obtained and has been analyzed. Credit files are developed and maintained with the
documentation received during the application process in such a manner as to facilitate file review during
subsequent developments during the life of the loan.

Required Information

For a loan originated under the SBA 7(a) Program, the primary application document is SBA Form 1919
(Borrower Information Form) (“Form 1919”). Among other things, Form 1919 requires identifying information
about the applicant, loan request, indebtedness, the principals, current or previous government financing, and
certain other disclosures.

In addition to Form 1919, the following additional information is required:

. an SBA Form 912 (Statement of Personal History), if question 1, 2, or 3 of Form 1919 is answered
affirmatively;

. an SBA Form 413 (Personal Financial Statement), for all owners of 20% or more (including the
assets of the owner’s spouse and any minor children), and proposed guarantors;

. business financial statements dated within 180 days prior to submission to SBA, consisting of
(a) year-end balance sheets for the last three years, including detailed debt schedule, (b) year-end
profit & loss (P&L) statements for the last three years, (c) reconciliation of net worth, (d) interim
balance sheet, and (e) interim P&L statements;

. a list of names and addresses of any subsidiaries and affiliates, including concerns in which the
applicant holds a controlling interest and other concerns that may be affiliated by stock ownership,
franchise, proposed merger or otherwise with the applicant, and business financial statements
meeting the same requirements as above of such subsidiaries and affiliates;
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. the applicant’s original business license or certificate of doing business;
. records of any loans the applicant may have applied for in the past;

. signed personal and business federal income tax returns of the principals of the applicant’s business
for previous three years;

. personal résumés for each principal;

. a brief history of the business and its challenges, including an explanation of why the SBA loan is
needed and how it will help the business;

. a copy of the applicant’s business lease, or note from the applicant’s landlord, giving terms of
proposed lease; and

. if purchasing an existing business, (a) current balance sheet and P&L statement of business to be
purchased, (b) previous two years federal income tax returns of the business, (c) proposed Bill of
Sale including Terms of Sale, and (d) asking price with schedule of inventory, machinery and
equipment, furniture and fixtures.

We view current financial information as the foundation of sound credit analysis. To that end, we verify
all business income tax returns with the Internal Revenue Service and generally request that financial statements
be submitted on an annual basis after the loan closes. For business entities or business guarantors, we request
federal income tax returns for each fiscal year-end to meet the prior three-year submission requirement. For
interim periods, we will accept management-prepared financial statements. The most recent financial
information may not be more than 180 days old at the time of the approval of the loan, but we generally request
that the most recent financial information not be older than 90 days in order to provide time for underwriting
and submission to SBA for guaranty approval. For individuals or personal guarantors, we require a personal
financial statement dated within 180 days of the application (sixty days is preferred) and personal income tax
returns for the prior three years. In connection with each yearly update of business financial information, the
personal financial information of each principal must also be updated. Spouses are required to sign all personal
financial statements in order for the Underwriting Department to verify compliance with the SBA’s personal
resource test. In addition, the Underwriting Department will ensure that there has been no adverse impact on
financial condition of the applicant or its principals since the approval of the loan. If closing does not occur
within ninety days of the date on which the loan is approved, updated business and personal financial statements
must be obtained and any adverse change must be addressed before the proceeds of the loan may be disbursed.
If closing does not occur within six months of the date on which the loan is approved, the applicant is generally
required to reapply for the loan.

Stress Test

The standard underwriting process requires a stress test on the applicant’s interest rate to gauge the
amount of increase that can be withstood by the applicant’s cash flow and still provide sufficient cash to service
debt. The applicant’s cash flow is tested up to a 2% increase in interest rate. If the applicant’s debt service
coverage ratio decreases to 1:1 or less than 1:1, the loan may only be made as an exception to our Underwriting
Guidelines and would require the approval of our credit committee.

Required Site Visit

No loan will be funded without an authorized representative of Newtek first making a site visit to the
business premises. We generally use a contracted vendor to make the required site visit but may from time to
time send our own employees to perform this function. Each site visit will generate a narrative of the business
property as well as photographs of the business property. Additional site visits will be made when a physical on-
site inspection is warranted.

Credit Assessment of Applicant

Loan requests are assessed primarily based upon an analysis of the character, cash flow, capital, liquidity
and collateral involved in the transaction.
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Character: We require a personal credit report to be obtained on any principal or guarantor involved in a
loan transaction. Emphasis is placed upon the importance of individual credit histories, as this is a primary
indicator of an individual’s willingness and ability to repay debt. Any material negative credit information must
be explained in writing by the principal, and must be attached to the personal credit report in the credit file. No
loan will be made where an individual’s credit history calls into question the repayment ability of the business
operation. A loan request from an applicant who has declared bankruptcy within the ten years preceding the
loan application will require special consideration. A thorough review of the facts behind the bankruptcy and
impact on creditors will be undertaken in determining whether the principal has demonstrated the necessary
willingness and ability to repay debts. In addition, we will examine whether the applicant and its principals and
guarantors have abided by the laws of their community. Any situation where a serious question concerning a
principal’s character exists will be reviewed on a case-by-case basis. Unresolved character issues are grounds
for declining a loan request regardless of the applicant’s financial condition or performance.

Cash Flow: We recognize that cash flow is the primary and desired source of repayment on any loan,
and therefore is the primary focus of the credit decision. Any transaction in which the repayment is not
reasonably assured through cash flow will be declined, regardless of other possible credit strengths. At a
minimum, combined EBITDA will be used to evaluate repayment ability. Other financial analysis techniques
will be employed as needed to establish the reasonableness of repayment. Where repayment is based on past
experience, the applicant must demonstrate minimum combined cash flow coverage of 1.2 times based upon the
most recent fiscal year-end financial statement. A determination of the ability to repay will not be based solely
upon interim operating results. Where repayment ability is not evident from historical combined earnings
(including new businesses and changes of ownership), projections will be analyzed to determine whether
repayment ability is reasonably assured. For changes in ownership, monthly cash flow forecasts will be
analyzed to determine adequacy to meet all of the borrower’s needs.

For business acquisition applications, the applicant will be required to submit projections and support
such projections by detailed assumptions made for all major revenue and expense categories and an explanation
of how the projections will be met. Analysis must include comparisons with relevant Risk Management
Association (“RMA”) industry averages. EBITDA must be reasonably forecast to exceed debt service
requirements by at least 1.2 times, after accounting for the initial phase of operations. For change of ownership
applications, projections will also be measured against the actual historical financial results of the seller of the
business concern. Projections must demonstrate repayment ability of not less than 1.2 