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SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended March 31, 2009

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 001-16123

NEWTEK BUSINESS SERVICES, INC.

(Exact name of registrant as specified in its chaetr)

New York 11-3504638
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)
1440 Broadway, 17" floor, New York, NY 10018
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area codeg(212) 356-9500

Indicate by checkmark whether the registrant: (1) tas filed all reports required to be filed by Sectia 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 month@®r for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requiremestfor the past ninety days. Yes[x] No O

Indicate by check mark whether the registrant has gbmitted electronically and posted on its corporatéNeb site, if any, every
Interactive Data File required to be submitted andposted pursuant to Rule 405 of Regulation $-(8232.405 of this chapter) during the
preceding 12 months (or for such shorter period thithe registrant was required to submit and post sch files). Yes O No O

Indicate by check mark whether the registrant is darge accelerated filer, an accelerated filer, a noaccelerated filer, or a smaller
reporting company. See the definitions of “large awelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2
of the Exchange Act (Check one):

Large Accelerated Filer O Accelerated Filer O

Non-Accelerated Filer O Smaller reporting company

Indicate by check mark whether the registrant is ashell company (as defined in Rule 12b-2 of the Exahge Act). YesO No
X

As of May 8, 2009, there were 37,031,656 of the Cpamny’s Common Shares issued and outstanding.
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ltem 1. Financial Statements

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
FOR THE THREE MONTHS ENDED MARCH 31, 2009 AND 2008

(In Thousands, except for Per Share Data)

2009 2008
Operating revenue $24,127  $23,52(
Operating expense
Electronic payment processing cc 12,94 12,22¢
Salaries and benefi 4,81( 6,57¢
Interest 2,51i 2,29(
Depreciation and amortizatic 1,64¢ 1,80¢
Provision for loan losse 424 43¢
Other general and administrative cc 4,392 4,21z
Total operating expens 26,73¢ 27,55¢
Operating loss before fair market value adjustnagict benefit for income taxi (2,615 (4,035
Net change in fair market value of credits in laficash and notes payable in credits in lieu ok 537 —
Loss before benefit for income tax (2,07¢) (4,035
Benefit for income taxe 1,014 1,23¢
Net loss (1,069 (2,797
Net loss attributable to noncontrolling intere 88 10z
Net loss attributable to Newtek Business Servitas, $ (976) $(2,69%)
Weighted average common shares outstan- basic and dilute: 35,62¢ 35,86¢
Loss per shar- basic and dilute $ (0.09 $ (0.0¢

See accompanying notes to these unaudited condeassdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
MARCH 31, 2009 AND DECEMBER 31, 2008
(In Thousands, except for Per Share Data)

December 31

March 31,
2009 2008
Unaudited (Note 1)
ASSETS
Cash and cash equivalel $ 16,49: $ 16,85:
Restricted cas 9,38 8,36¢
Credits in lieu of cas 46,26( 70,55¢
SBA loans held for investment (net of reserve éaml losses of $3,592 and $3,420, respecti\ 25,86! 26,91:
Accounts receivable (net of allowance of $269 ah@2$ respectively 4,67¢ 5,17¢
SBA loans held for sal — 6,13:
Prepaid expenses and other assets (net of accexhaatortization of deferred financing costs of $8,2nd
$2,122, respectively 8,19¢ 9,99¢
Servicing asset (net of accumulated amortizatiahalowances of $3,948 and $3,756, respectiy 2,77(C 2,28
Fixed assets (net of accumulated depreciation amatezation of $10,229 and $9,477, respectiv: 4,65¢ 5,062
Intangible assets (net of accumulated amortizaifdil2,786 and $12,113, respective 5,54¢ 6,09¢
Goodwill 12,09: 12,09:
Total asset $135,92! $ 169,52°
LIABILITIES AND EQUITY
Liabilities:
Accounts payable and accrued expet $ 808 $ 934
Notes payabli 20,14: 25,99¢
Deferred revenu 2,11¢ 2,20
Notes payable in credits in lieu of ce 46,26( 70,55¢
Deferred tax liability 4,27¢ 5,34
Total liabilities 80,87 113,44
Commitments and contingenci
Equity:
Newtek Business Services, Inc. stockhol’ equity:
Preferred stock (par value $0.02 per share; auhdrl,000 shares, no shares issued and
outstanding — —
Common stock (par value $0.02 per share; authoB2¢@00 shares, issued and outstanding 36,650
and 36,667, respectively, not including 97 and 88dres held in escrow, respective 733 733
Additional paic-in capital 58,26 58,23:
Accumulated defici (5,527) (4,545
Treasury stock, at cost (1,026 shal (649) (649)
Total Newtek Business Services, Inc. stockho’ equity 52,83( 53,77:
Noncontrolling interest 2,21¢ 2,30¢
Total equity 55,04¢ 56,07¢
Total liabilities and equit $135,92! $ 169,52°

See accompanying notes to these unaudited condeassdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE THREE MONTHS ENDED MARCH 31, 2009 AND 2008

(In Thousands)

Cash flows from operating activitie
Net loss attributable to Newtek Business Servibes,
Adjustments to reconcile net loss to net cash piexviby (used in) operating activitie
Income from tax credit
Accretion of interest expen:
Fair market value adjustme
Deferred income taxe
Depreciation and amortizatic
Provision for loan losse
Net loss attributable to noncontrolling intere
Other, ne
Changes in operating assets and liabilii
Originations of SBA loans held for s¢
Proceeds from sale of SBA loans held for !
Prepaid expenses and other assets, accounts tdeeival accrued interest receiva
Accounts payable, accrued expenses and deferredue
Other, ne

Net cash provided by (used in) operating activi

Cash flows from investing activitie
Investments in qualified busines:
Return of investments in qualified busines
Purchase of fixed assets and customer merchantiat
SBA loans originated for investment, 1
Payments received on SBA loc
Change in restricted ca

Net cash provided by investing activiti

See accompanying notes to these unaudited condeassdlidated financial statements.
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2009 2008
$ (976  $(2,69
(1,536 (1,469
2,07¢ 1,74¢

(537) —
(1,069 (1,290
1,64¢ 1,80¢
424 43¢
(90) (102)
14C 81
(1,169 (3,069
7,30- 2,471
1,347 (692)
(1,34 (1,369
(1,180) 137
5,03- (3,989
— (90)
90¢ 174
(500 (1,009
(304) (994)
912 90z
(51E) 2,021
501 1,01¢
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE THREE MONTHS ENDED MARCH 31, 2009 AND 2008(CONTINUED)

2009 2008
Cash flows from financing activitie
Net repayments on bank notes pay: $(5,857) $(2,02€)
Other (37) (1417)
Net cash used in financing activiti (5,899 (2,16%)
Net decrease in cash and cash equiva (361) (5,142
Cash and cash equivaler beginning of periot 16,85 25,37
Cash and cash equivaler end of perioc $16,49.  $20,23(
Supplemental disclosure of cash flow activities
Reduction of credits in lieu of cash and notes piyan credits in lieu of cash balances due toveée)i of tax credits to
Certified Investor: $12,73(  $ 4,04¢

See accompanying notes to these unaudited condeassdlidated financial statements.

6



Table of Contents

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — DESCRIPTION OF BUSINESS AND BASIS OF PRESETATION:

Newtek Business Services, In¢'Newtek”) is a holding company for several wholgad majority-owned subsidiaries, including
fourteen certified capital companies which arenref@to as Capcos, and several portfolio companiegich the Capcos own narontrolling
or minority interests. The Company provides a “step-shop” for business services to the small-raadium-sized business market and uses
state of the art web-based proprietary technolodyeta low cost acquirer and provider of produnts services. The Company partners with
companies, credit unions, and associations to affeservices.

The Company’s principal business segments are:

Electronic Payment ProcessingMarketing, credit card processing and check appresices to the small- and medium-sized
business market.

Web Hosting: CrystalTech Web Hosting, Inc., d/b/a/ Newtek Tedbgy Services, (“NTS”) which offers shared and detid
web hosting and related services to the small-aedium-sized business market.

Small Business FinancePrimarily consists of Newtek Small Business Finatige. (“NSBF”), a nationally licensed, U.S. Small
Business Administration (“SBA”) lender that origiea, sells and services loans to qualifying smaditesses, which are partially
guaranteed by the SBA; and CDS Business Servigesgib/a Newtek Business Credit (“NBC”) which piaes receivable
financing.

All Other: Includes results from businesses formed from Imaests in Qualified Businesses made through Capograms
which cannot be aggregated with other operatinghseds.

Corporate Activities: Corporate implements business strategy, directketiag, provides technology oversight and guidance,
coordinates and integrates activities of the segsneontracts with alliance partners, acquirersauer opportunities, and owns
our proprietary NewTracker™ referral system. Reweand expenses not allocated to other segmentiscling interest income,
Capco management fee income and corporate opesaiqenses.

Capcos:Fifteen certified capital companies which invessimall- and medium-sized businesses. They geneoat€ash income
from tax credits and non-cash interest and ins@waxpenses.

The condensed consolidated financial statemeriewaftek Business Services, Inc., its SubsidiariesFN 46 consolidated entities (t
“Company” or “Newtek”) included herein have beeepaired by the Company in accordance with accouptiimgiples generally accepted in
the United States of America and include all whollgd majority-owned subsidiaries, and severalfpliostcompanies in which the Capcos
own non-controlling minority interest in, or thostaich Newtek is considered to be the primary beiefy of (as defined under FIN 46 and
FIN 46R). All inter-company balances and transaxdtibave been eliminated in consolidation. In acaocd with the Company’s fiscal 2009
adoption of SFAS No. 160Noncontrolling Interests in Consolidated Statemeatsamendment of ARB No. B8FAS 160”), noncontrolling
interests (previously shown as minority interest) i@ported below net loss under the heading “dit httributable to noncontrolling
interests” in the unaudited condensed consolidsta@tements of operations and shown as a compohequity in the condensed consolidated
balance sheets. See New Accounting Pronouncenwriigrther discussion.

The accompanying notes to unaudited condensed leitsal financial statements should be read inuwetjon with Newtek’s 2008
Annual Report on Form 10-K. These financial statetm@ave been prepared in accordance with insbngto Form 10-Q and Article 10 of
Regulations S-X and, therefore, omit or condensgicefootnotes and other information normally ireéd in financial statements prepared in
accordance with accounting principles generallyepted in the United States. The results of oparatfor an interim period may not give a
true indication of the results for the entire yé&dve December 31, 2008 consolidated balance shediden derived from the audited financial
statements of that date, but does not includeistlasures required by accounting principles gdheaacepted in the United States of
America.

All financial information included in the tablestine following footnotes are stated in thousangsept per share data.
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NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES:
Use of Estimates

The preparation of consolidated financial statesi@ntonformity with accounting principles geneyakccepted in the United States of
America requires management to make estimatessmuigptions that affect the reported amounts oftassel liabilities and disclosures of
contingent assets and liabilities at the date efdbnsolidated financial statements and the regpan@ounts of revenue and expense during the
reporting period. The level of uncertainty in esttes and assumptions increases with the lengtiefuntil the underlying transactions are
complete. The most significant estimates are vé#pect to valuation of investments in qualifiedibesses, asset impairment valuation,
allowance for loan losses, valuation of servicisgeds, chargeback reserves, tax valuation allovgaanug the fair value measurements used to
value certain financial assets and financial liib#. Actual results could differ from those esibes.

Revenue Recognition
The Company operates in several different segmB®igenues are recognized as services are rendeteat@summarized as follows:

Electronic payment processing revenueElectronic payment processing income is derivethftbe electronic processing of credit and
debit card transactions that are authorized antloegbthrough third-party networks. Typically, meaats are charged for these processing
services on a percentage of the dollar amountaf #ansaction plus a flat fee per transactiontad®merchant customers are charged
miscellaneous fees, including fees for handlinggédacks or returns, monthly minimum fees, statdrfees and fees for other
miscellaneous services. In accordance with Emengisiges Task Force (“EITF”) 99-19, “Reporting Reweitross as a Principal versus Net
as an Agent”, revenues derived from the electrpnicessing of MasterCard® and Visa® sourced ceattitdebit card transactions are
reported gross of amounts paid to sponsor banks.

The Company also derives revenues from actingdepiendent sales offices (“1ISO”) for third-party geesors (“residual revenue”) and
from the sale of credit and debit card devicesidRes revenue is recognized monthly, based on aotital agreements with such processors
to share in the residual income derived from thegeulying merchant agreements. Revenues derived $ades of equipment are recognized at
the time of shipment to the merchant.

Web hosting revenueWeb hosting revenues are primarily derived from thiyrrecurring service fees for the use of its welsting
and software support services. Customer set-updieekilled upon service initiation and are recagdias revenue over the estimated
customer relationship period of 2.5 years. Payrf@mieb hosting and related services is generaltgived one month to three years in
advance. Deferred revenues represent customernypnepss for upcoming web hosting and related sesvice

Income from tax credits: Following an application process, a state will fyoti company that it has been certified as a Caphe.state
then allocates an aggregate dollar amount of taditsrto the Capco. However, such amount is nefge@ygnized as income nor otherwise
recorded in the financial statements since it lddg/be earned by the Capco. The Capco is legatifled to earn tax credits upon satisfying
defined investment percentage thresholds withiwifipd time requirements and corresponding necapture percentages. At March 31, 2
the Company had Capcos in seven states and thicDigtColumbia. Each statute requires that thpd@anvest a threshold percentage of
Certified Capital in Qualified Businesses withir ttfime frames specified. As the Capco meets thegg@rements, it avoids grounds under the
statute for its disqualification for continued peigiation in the Capco program. Such a disqualiftcg or “decertification” as a Capco results
in a recapture of all or a portion of the allocat@xl credits; the proportion of the recapture dumed over time as the Capco remains in
general compliance with the program rules and nibetprogressively increasing investment benchmarks

As the Capco continues to make its investmentsualifed Businesses and, accordingly, places areasing proportion of the tax
credits beyond recapture, it earns an amount €quhé non-recapturable tax credits and recordls aowunt as “income from tax credits”,
with a corresponding asset called “credits in bggash”,in the accompanying condensed consolidated bakimets. The amount earned
recorded as income is determined by multiplyingttital amount of tax credits allocated to the Capgthe percentage of tax credits immune
from recapture (the earned income percentage) uhdestate statute. To the extent that the investmeguirements are met ahead of
schedule, and the percentage of mecapturable tax credits is accelerated, the ptesdme of the tax credit earned is recognizedanity anc
the asset, credits in lieu of cash, is accretetbuipe amount of tax credits available to the @edilnvestors. If the tax credits are earned
before the state is required to make delivery, (inwestment requirements are met ahead of scheduteredits can only be used by the
certified investor in a future year), then the prasvalue of the tax credits earned are recorded spmpletion of the requirements, in
accordance
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with Accounting Principles Board Opinion No. 21.eTteceivable (called “credits in lieu of casig)accreted to the annual deliverable am
which can then be delivered to the insurance comparestors in lieu of cash interest. Delivery lo¢ tax credits to the Certified Investors
results in a decrease of the receivable and thresnpatyable in credits in lieu of cash.

The allocation and utilization of Capco tax credtsontrolled by the state law. In general, th@csapplies for tax credits from the
state and is allocated a specific dollar amoumtredlits which are available to be earned. The Capoades the state with a list of the
Certified Investors, who have contractually agreedccept the tax credits in lieu of cash intepestments on their notes. The tax credits are
claimed by the Certified Investors on their statenpium tax return as provided under each state @apd tax law. State regulations specify
the amount of tax credits a Certified Investor ckim and the period in which they can claim th&ach state periodically reviews the
Capco’s operations to verify the amount of tax itseglarned. In addition, the state maintains eofisEertified Investors and therefore has the
ability to determine whether the Certified Inves®allowed to claim this deduction.

Sales and Servicing of SBA LoandNSBF originates loans to customers under the SBam that generally provides for SBA
guarantees of 50% to 90% of each loan, subjecttexdmum guarantee amount. NSBF sells the guardmtedion of each loan to a third
party and retains the unguaranteed principal poitiagts own portfolio. A gain is recognized on tipgaranteed portions of these loans thrc
collection on sale of a premium over the adjusteuying value or a par sale with excess servic@@mnmencing on January 1, 2008, the
Company began to recognize the gain on sale ajuheanteed portion of the loans on the trade @aler than the date of settlement, under
the terms of SFAS No. 156 “Accounting for Servicofg-inancial Assets—an amendment of FASB StatefNentLl40” for 2009 and 2008.

In each loan sale, the Company retains servicisgamsibilities and receives servicing fees of aimirm of 1% of the guaranteed loan
portion sold. The Company is required to estim@t@dequate servicing compensation in the calculaf its servicing asset. The purchasers
of the loans sold have no recourse to the Compamnfaiflure of customers to pay amounts contracjugie.

In accordance with SFAS 156, upon sale of the ldautisird parties, NSBF separately recognizesiat/tdue any servicing assets or
servicing liabilities first, and then allocates tirevious carrying amount between the assets saoldiee interests that continue to be held by
the transferor (the unguaranteed portion of tha)ldased on their relative fair values at the déteansfer. The difference between the
proceeds received and the allocated carrying vaitiee financial assets sold is recognized as a gisale of loans.

In accordance with SFAS 140, upon sale of the ldarisird parties, the Company’s investment in &hA\3oan is allocated among the
retained portion of the loan (unguaranteed), the gortion of the loan (guaranteed) and the valuean servicing retained, based on the
relative estimated fair market values of each camepbat the sale date. The difference betweenrtheepds received and the allocated
carrying value of the loan sold is recognized gsia on sale of loans.

Each class of servicing assets and liabilitiessatessequently measured under SFAS 156 using eftBexmortization method or the fair
value measurement method. The amortization methbidh NSBF has chosen to continue applying todtsising asset, amortizes the asset
in proportion to, and over the period of, the eatisal future net servicing income on the underhgalgl portion of the loans (guaranteed) and
assesses the servicing asset for impairment bastadrosalue at each reporting date. In the evenire prepayments are significant or
impairments are incurred and future expected dasisfare inadequate to cover the unamortized sagy@ssets, additional amortization or
impairment charges would be recognized. The Compaeg an independent valuation specialist to etithe fair value of the servicing
asset.

In evaluating and measuring impairment of servicsgets, NSBF stratifies its servicing assets bassgear of loan and loan term
which are key risk characteristics of the undedyliman pools. The fair value of servicing assetdei®rmined by calculating the present value
of estimated future net servicing cash flows, usisgumptions of prepayments, defaults, servicisgscand discount rates that NSBF believes
market participants would use for similar assets.

If NSBF determines that the impairment for a strata temporary, a valuation allowance is recogntbedugh a charge to current
earnings for the amount the amortized balance elsctine current fair value. If the fair value of #teatum were to later increase, the valuze
allowance may be reduced as a recovery. HowevRISBF determines that an impairment for a stratsiother than temporary, the value of
the servicing asset and any related valuation allme is written-down.

Interest and Small Business Administration (“SBA”")Loan Fees—SBA Loansinterest income on loans is recognized as earned.
Loans are placed on non-accrual status if thep@mays past due with respect to principal or &geand, in the
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opinion of management, interest or principal orivithial loans is not collectible, or at such eartime as management determines that the
collectibility of such principal or interest is ukgly. Such loans are designated as impaired noriatloans. All other loans are defined as
performing loans. When a loan is designated asatandal, the accrual of interest is discontinued, @ny accrued but uncollected interest
income is reversed and charged against currenatipes. While a loan is classified as non-accrual the future collectibility of the recorded
loan balance is doubtful, collections of interasdl @rincipal are generally applied as a reductioprincipal outstanding.

The Company passes certain expenditures it inoutgetborrower, such as forced placed insuranseffinient funds fees, or fees it
assesses, such as late fees, with respect to marthgiloan. These expenditures are recorded wioemred. Due to the uncertainty with
respect to collection of these passed through alipeas or assessed fees, any funds receivednduese the Company are recorded on a
cash basis as other income.

Insurance commissionsRevenues are comprised of commissions earned amyres paid for insurance policies and are recoghie
the time the commission is earned. At that dat girnings process has been completed and the Ggroga estimate the impact of policy
cancellations for refunds and establish reservies.réserve for policy cancellations is based otohcal cancellation experience adjusted by
known circumstances.

Other income: Other income represents revenues generated by BB@ell as revenues derived from operating unéds¢hnnot be
aggregated with other business segments, and imeer¢icoveries or gains on qualified investmentseRee is recorded when there is
pervasive evidence of an agreement, the relatedafiexfixed, the service, and or product has beéiweded, and the collection of the related
receivable is assured. Other income particularB&Nhclude the following components:

* Receivable fee:Receivable fees are derived from the funding (pasel of receivables from finance clients. The paegge of fee
is set when entered into an agreement with thatclithe Company recognizes the revenue on thetldateceivable is purchased.
The Company does not take ownership of the reckgamtil funds are released which then constitatparchase of a client’s
asset. The Company also earns fees from certaintslbased on the amount of funds provided tolibetcThe funds provided a
collateralized by the receivables purchased. Thesfdased on a specific interest rate which isvbein entered into an agreement
with the client. The Company recognizes the reveasiearnec

» Late feesl ate fees are derived from receivables the Compasyalready purchased that have gone over a ceadod (usually
over 30 days) without payment. The client or thent’s customer is charged a late fee according togheeanent with the clien

» Billing fees:Billing fees are derived from billing-only (non-fimce) clients. These fees are recorded when eaxézh occurs
when the service is rendere

« Other feesThese fees include annual fees, finance chargppliss, shipping and handling, hardware repairsiolp costs, NSF
fees and termination fees that the Company chasigfesr upon funding, takeovers or liquidation afdince clients. The Company
also receives commission revenue from various &sL

The detail of total operating revenues includethancondensed consolidated statements of operasi@ssfollows for the three months
ended:

March 31, March 31,
(In thousands): 2009 2008
Electronic payment processi $15,76: $15,18:
Web hosting 4,672 4,27¢
Interest incomt 50& 973
Income from tax credit 1,53¢ 1,46¢
Premium incomt 44¢ 15C
Servicing fee 40C 48E
Insurance commissior 20C 2458
Other income 601 74¢€
Totals $24,12: $23,52(

10
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Electronic Payment Processing Costs

Electronic payment processing costs consist prallgipf costs directly related to the processingnafrchant sales volume, including
interchange fees, VISA and MasterCard dues andsssnts, bank processing fees and costs paid-depity processing networks. Such
costs are recognized at the time the merchantacéiogss are processed or when the services arerperfl. Two of the most significant
components of electronic processing expenses iacéhtdrchange and assessment costs, which arg get bredit card associations.
Interchange costs are passed on to the entitynigsbie credit card used in the transaction andsassent costs are retained by the credit card
associations. Interchange and assessment feesledepbimarily as a percent of dollar volume presed and, to a lesser extent, as a per
transaction fee. In addition to costs directly tedbto the processing of merchant sales volumetreldic payment processing costs also
include residual expenses. Residual expenses egpire®s paid to third-party sales referral sourResidual expenses are paid under various
formulae as contracted with such third-party refiesources, but are generally linked to revenuésett from merchants successfully referred
to the Company and that begin using the Compangnnchant processing services. Such residual egpenre typically ongoing as long as
the referred merchant remains a customer of thepaagnand are recognized as expenses as relatatiesvare recognized in the Company’
condensed consolidated statements of operations.

Restricted Cash

Restricted cash includes cash collateral relatng letter of credit; monies due on loan-relateditiances and insurance premiums
received by the Company and due to third partiash deld by the Capcos restricted for use in magamid operating the Capco, making
qualified investments and for the payment of incdex@s; and a cash account maintained as a remgaiest chargeback losses.

Purchased Receivables

Purchased receivables are recorded at the pdiiméwhen cash is released to the seller. A mgjofithe receivables purchased have
recourse and are charged back to the seller if aged60, 90 or 120 days, depending on contractgildements. Purchased receivables are
included in accounts receivable on the condensedatiolated balance sheet.

I nvestmentsin Qualified Businesses

The various interests that the Company acquirés mualified investments are accounted for unbde¥dé methods: consolidation, equity
method and cost method. The applicable accountethad is generally determined based on the Compamyfing interest or the economics
of the transaction if the investee is determinebda variable interest entity.

Consolidation Methodnvestments in which the Company directly or indile owns more than 50% of the outstanding voting
securities, those the Company has effective contret, or those deemed to be a variable interdgy@émwhich the Company is the primary
beneficiary under the provisions of FIN 46R (“FIE donsolidated entity”) are generally accountedufaaler the consolidation method of
accounting. Under this method, an investment’srioia position and results of operations are rédi@avithin the Company’s condensed
consolidated financial statements. All significarter-company accounts and transactions are eltetinancluding returns of principal,
dividends, interest received and investment rediem@t The results of operations and cash flowsadresolidated operating entity are
included through the latest interim period in whible Company owned a greater than 50% direct areicivoting interest, exercised control
over the entity for the entire interim period orsa@herwise designated as the primary beneficidpgpn dilution of control below 50%, or
upon occurrence of a triggering event requiringpnsideration as to the primary beneficiary of dalge interest entity, the accounting
method is adjusted to the equity or cost methaacabunting, as appropriate, for subsequent periods.

Equity MethodInvestees that are not consolidated, but over wiiefCompany exercises significant influence, amanted for under
the equity method of accounting. Whether or notGenpany exercises significant influence with respe an investee depends on an
evaluation of several factors including, among ctheepresentation on the investee’s Board of Darscand ownership level, which is
generally a 20% to 50% interest in the voting sitiesrof the investee, including voting rights asated with the Company’s holdings in
common, preferred and other convertible instrumantke investee. Under the equity method of actingnan investee’s accounts are not
reflected within the Company’s condensed consaidifinancial statements; however, the Company’sesbiithe earnings or losses of the
investee is reflected in the Company’s condensedal@ated financial statements.

Cost MethodInvestees not accounted for under the consolidatidhe equity method of accounting are accoundedifider the cost
method of accounting. Under this method, the Comigashare of the net earnings or losses of sucthpeni®s is not included in the
Company'’s condensed consolidated financial statesnelowever, cost method impairment charges amgrezed, as necessary, in the
Company'’s condensed consolidated financial statesn#rcircumstances suggest that the value ofrthestee has subsequently recovered,
such recovery is not recorded until ultimately ldated or realized.
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The Company’s debt and equity investments havetantislly been made with funds available to Newtalough the Capco programs.
These programs generally require that each Caped an@inimum investment benchmark within five yeafraitial funding. In addition, any
funds received by a Capco as a result of a debyrapnt or equity return may, under the terms of@hpco programs, be reinvested and
counted towards the Capcos’ minimum investment hieracks.

Stock - Based Compensation

The Company applies SFAS 123 (revised 2004), “SBased Payment” (“SFAS 123R"). SFAS 123R requitesharebased paymen
to employees to be recognized in the financiabstants based on their fair values using an optraing model at the date of grant.

As of March 31, 2009 and 2008 the Company had tvewesbased compensation plans. For the three npenidds ended March 31,
2009 and 2008, compensation cost charged to opesdidr those plans was $36,000 and $123,000, ceégply, and is included in salaries
and benefits in the accompanying condensed comgeticstatements of operations.

There were no options or restricted stock awardatgd during the three months ended March 31, 2009.

In March 2008, Newtek granted its six independémtotors an aggregate of 197,434 options valu&Bat000. Option awards are
granted with an exercise price equal to the markiee of the Company’s stock at the date of gréahe options vest immediately and expire
10 years from the date of grant. The fair valueaxth option award is estimated on the date of grsing a Black-Scholes option valuation
model that uses the following assumptions: 5 y®peeted life, risk-free interest rate of 2.51% angected volatility of the Company’s stock
of 53.48%. Expected volatilities are based on tk®ofical volatility of the Company’s stock and ettfactors. The risk-free rate for periods
during the expected life of the option is basedhenU.S. Treasury yield curve in effect at the tiofigrant. Expected term was determined
using the simplified method under Staff Accountiigletin No. 107, “Valuation of Share-Based Paym&mangements for Public
Companies”

As of March 31, 2009 and 2008, there was $183,0@0$4.8,000 of total unrecognized compensation cetdsed to non-vested share-
based compensation arrangements granted undelaiig Respectively. That cost is expected to begeized ratably through the year ending
July 31, 2010.

Fair Value

Effective January 1, 2008, the Company determinegair market values of its financial instrumebésed on the fair value hierarchy
established in SFAS 157 which requires an entitpéximize the use of observable inputs and minirtfizeuse of unobservable inputs when
measuring fair value. The standard describes terags of inputs that may be used to measure &irevwhich are provided below. The
Company carries its credits in lieu of cash, prépasurance and notes payable in credits in liecagh at fair value in accordance with SFAS
159. The Company also carries impaired loans, cegyiasset and other real estate owned at faievalu

Level 1 Quoted prices in active markets for identical assetiabilities. Level 1 assets and liabilitieslide debt and equity securities and
derivative contracts that are traded in an actikehange market, as well as certain U.S. TreastigradJ).S. Government and
agency mortga¢-backed debt securities that are highly liquid aredaztively traded in ov-the-counter markets

Level 2 Observable inputs other than Level 1 prices, ssafuated prices for similar assets or liabilitiggopted prices in markets that are
not active; or other inputs that are observableaorbe corroborated by observable market dataufistantially the full term of the
assets or liabilities. Level 2 assets and liab#itinclude debt securities with quoted prices dinatraded less frequently than
exchange-traded instruments and derivative comstraabse value is determined using a pricing modihl iputs that are
observable in the market or can be derived pritigifieom or corroborated by observable market datsds category generally
includes certain U.S. Government and agency moetdiagked debt securities, corporate debt secyriterssative contracts and
residential mortgage loans h-for-sale.
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Level 2 Unobservable inputs that are supported by litla@mmarket activity and that are significant to thie value of the assets or
liabilities. Level 3 assets and liabilities inclufileancial instruments whose value is determinadgupricing models, discounted
cash flow methodologies, or similar techniquesyal as instruments for which the determinatiorfadf value requires significant
management judgment or estimation. This categangigdly includes certain private equity investmengtained residual interests
in securitizations, residential mortgage serviaiigts, and highly structured or lc-term derivative contract

Income Taxes

Deferred tax assets and liabilities are computegdaipon the differences between the financiadistant and income tax basis of assets
and liabilities using the enacted tax rates inaffer the year in which those temporary differenaee expected to be realized or settled. If
available evidence suggests that it is more liklen not that some portion or all of the defer@dassets will not be realized, a valuation
allowance is required to reduce the deferred tagtago the amount that is more likely than ndidaealized.

Accounting for Uncertainty in Income Taxes

The FASB issued Interpretation No. 48 (“FIN-48")ccounting for Uncertainty in Income Taxes—An Iigeatation of FASB
Statement No. 109.” FIN-48 recognizes that thendte deductibility of positions taken or expectedé¢ taken on tax returns is often
uncertain. It provides guidance on when tax pasg#tidaimed by an entity can be recognizeecpgnition) and guidance on the dollar amo
at which those positions are recordadgasurement In order to recognize the benefits associatdd aitax position taken (i.e., generally a
deduction on a corporation’s tax return), the gntiust conclude that the ultimate allowability bétdeduction is more likely than not. If the
ultimate allowability of the tax position exceed¥ (i.e., it is more likely than not), the benef#sociated with the position is recognized at
the largest dollar amount that has more than a lBa$thood of being realized upon ultimate settlemifferences between tax positions
taken in a tax return and recognized in accordandeFIN-48 will generally result in (1) an increai income taxes currently payable or a
reduction in an income tax refund receivable oraf2)ncrease in a deferred tax liability or a daseein a deferred tax asset, or both (1) and

().
FIN-48 also provides guidance on:

» Derecognizing the benefits associated with a reizegrtax position where subsequent events indibateit isnot more likely thar
not that the entity will benefit from the tax pasit taken

» Classification of financial statement elements tleatlt from recognizing benefits associated withartain tax position
e Treatment of interest and penalties related to maicetax position:

» Accounting for uncertain tax positions in interirripds

» Disclosure and transitic

Concentration of Credit Risk

Financial instruments that potentially subject @@npany to a concentration of credit risk consistash, cash equivalents and accounts
receivable. The Company maintains its cash and egsivalents with major financial institutions aaictimes, cash balances with any one
financial institution may exceed Federal Depossulance Corporation (FDIC) insured limits.

For the three months ended March 31, 2009 and 2@08ingle customer accounted for 10% or more ®Gbmpany’s revenue or of
total accounts receivable.

Fair Value of Financial Instruments

SFAS No. 107, “Disclosures about Fair Value of Ricial Instruments” (“SFAS 107”), requires the dastire of the estimated fair
values of financial instruments. Excluding propextd equipment, substantially all of the Compamgsets and liabilities are considered
financial instruments as defined by SFAS 107. falue estimates are subjective in nature and grerakent on a number of significant
assumptions associated with each instrument ompgobsimilar instruments, including estimates afadiunt rates, risks associated with
specific financial instruments, estimates of futcash flows and relevant available market infororati
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The methods and assumptions used to estimatediaies are set forth in the following paragraphsefach major grouping of the
Company’s financial instruments.

The carrying values of the following balance shshs approximate their fair values primarily dogheir liquidity and short-term or
adjustable-yield nature:

» Cash and cash equivale!
e Bank notes payab
» Accrued interest receivable and payz

The carrying values of accounts payable and aceupdnses approximate fair value because of tha-sron maturity of these
instruments. The carrying value of investmentsualijied businesses, loans receivable, and notgaly@a approximate fair value based on
management’s estimates.

New Accounting Pronouncements

In February 2008, the FASB issued FSP No. FAS 15Ff#ective Date for FASB Statement No. 157" (“FERS 157-2"). This FSP
permits the delayed application of SFAS 157 forfimamcial assets and nonfinancial liabilities, aéirted in this FSP, except for those that
recognized or disclosed at fair value in the finahstatements at least annually, until the begigruf the Company'’s fiscal 2009. Effective
January 1, 2009, the Company fully adopted theipimv of SFAS 157 by adopting the provisions relgtio its nonfinancial assets and
liabilities. The Company adopted the provisionatial to financial assets and liabilities in th@pyear and its adoption of SFAS 157
relating to nonfinancial assets and liabilities dat have a material impact on its financial positor results of operations.

In September 2008, the FASB ratified EITF Issue 0&5, “Issuer’'s Accounting for Liabilities Measdrat Fair Value With a Third-
Party Credit Enhancement” (“EITF 08-5"). EITF 0§#ovides guidance for measuring liabilities issugith an attached third-party credit
enhancement (such as a guarantee). It clarifiéghitbassuer of a liability with a third-party ciednhancement (such as a guarantee) should
not include the effect of the credit enhancemenhéfair value measurement of the liability. EIF8-5 is effective for the first reporting
period beginning after December 15, 2008. The Camypancluded that EITF 08-5 does not impact itsdemsed consolidated financial
statements.

In December 2007, the FASB issued SFAS No. 141“@RJsiness Combinations” (“SFAS 141(R)"). SFAS 1R} tequires an acquirer
to measure the identifiable assets acquired, #iidities assumed and any noncontrolling inteneshe acquiree at their fair values on the
acquisition date, with goodwill being the exceslugaver the net identifiable assets acquired. SEARR) is effective for financial
statements issued for fiscal years beginning &fsrember 15, 2008. The Company has adopted SFAR)L4fd there was no material
impact to the condensed consolidated financiaéstants.

In December 2007, the FASB issued SFAS No. 160ntdatrolling Interests in Consolidated Financia@t8ments —an amendment ¢
Accounting Research Bulletin No. 51” (“SFAS 16MFAS 160 addresses the accounting and reportindastds for ownership interests in
subsidiaries held by parties other than the patkatamount of consolidated net income or los#attble to the parent and to the
noncontrolling interest, changes in a parent’s asime interest, and the valuation of retained notrdling equity investments when a
subsidiary is deconsolidated. SFAS 160 also estadsi disclosure requirements that clearly identifg distinguish between the interests of
the parent and the interests of the noncontrobiwgers. SFAS 160 is effective for fiscal years hagig after December 15, 2008. The
Company adopted the provisions of SFAS 160 initisé duarter of 2009. As a result of the adoptitve, Company has reported
noncontrolling interests as a component of equitthe condensed consolidated balance sheets anétthess attributable to noncontrolling
interests has been separately identified in theidited condensed consolidated statements of opegafihe prior periods presented have
been retrospectively restated to conform to theeniirclassification required by SFAS 160. Othenttige change in presentation of
noncontrolling interests, the adoption of SFAS h&d no impact on the condensed consolidated finhsEtements.

In April 2009, the FASB issued FSP No. FAS 107-t &#®B 28-1 which amended both SFAS No. 107 and Apiion No. 28 to
require that disclosures concerning the fair vali#gnancial instruments be presented in interinwadl as in annual financial statements. In
addition, the FASB issued FSP No. FAS 157-4 whitleraded SFAS No. 157 to provide additional guiddoceletermining the fair value of
a financial asset or financial liability when thelwme and level of activity
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for such asset or liability have decreased sigaifity. FSP No. FAS 157-4 also provided guidancel&iermining whether a transaction is an
orderly one. The FASB also issued FSP No. FAS 1aBeP2FAS 124-2 which revised and expanded the gaalaoncerning the recognition
and measurement of other-than-temporary impairnafrdebt securities classified as available foe galheld to maturity. In addition, it
required enhanced disclosures concerning such impat for both debt and equity securities. The irequents of these FSPs are effective
interim reporting periods ending after June 15,2@arly adoption is permitted for interim periceteding after March 15, 2009, but only if
the election is made to adopt all the FSPs. Discssfor earlier periods presented for compargiiwposes at initial adoption are not
required. In periods after initial adoption, cormgdare disclosures are required only for periodsirgdfter initial adoption. The Company is
currently evaluating the impact of adopting theS&#§ on its condensed consolidated financial stattsme

NOTE 3 — FAIR VALUE MEASUREMENTS:
FAIR VALUE OPTION ELECTIONS

Effective January 1, 2008, the Company adopted SNASL57 “Fair Value Measurements” (“SFAS 157")ncarrent with its adoption
of SFAS No. 159 “The Fair Value Option for Finandasets and Financial Liabilities” (“SFAS 159")FA&S 157 clarifies the definition of
fair value and describes methods available to apately measure fair value in accordance with GABPAS 157 applies whenever other
accounting pronouncements require or permit fdinezaneasurements. SFAS 159 allows entities toacably elect fair value as the initial
and subsequent measurement attribute for certzmdial assets and financial liabilities that aveatherwise required to be measured at fair
value, with changes in fair value recognized imaays as they occur. SFAS 159 establishes pregamtatd disclosure requirements desig
to improve comparability between entities that etbfferent measurement attributes for similar éss@d liabilities. The Company adopted
SFAS 159 effective January 1, 2008 concurrent thighadoption of SFAS 157 for valuing its Capcogdits in lieu of cash, notes payable in
credits in lieu of cash and prepaid insurance.

The Company adopted SFAS 159 in order to refleiifinancial statements the assumptions that etgrérticipants use in evaluating
these financial instruments. Under the cost badsieoounting, the discount rates used to calctlegresent value of the credits in lieu of
cash and notes payable in credits in lieu of cadimaot reflect the credit enhancements that the @omw’s Capcos obtained from AIG, nam
its AA+ rating at such time, for their debt issuedtertified investors. Instead the cost paid far ¢redit enhancements was recorded as
prepaid insurance and amortized on a straightbasds over the term of the credit enhancements.

With the adoption of SFAS 159 and the concurrenpéidn of SFAS 157, credits in lieu of cash andesgiayable in credits in lieu of
cash are valued based on the yields at which fiahimstruments would change hands between a wiltimyer and a willing seller when the
former is not under any compulsion to buy and #it is not under any compulsion to sell, bothipahaving reasonable knowledge of
relevant facts. SFAS 157 requires the fair valuthefassets or liabilities to be determined basethe assumptions that market participants
use in pricing the financial instrument. In devéhgpthose assumptions, the Company identified dtaristics that distinguish market
participants generally, and considered factorsiipgo (a) the asset type, (b) the principal (avshadvantageous) market for the asset group,
and (c) market participants with whom the reporgémdgity would transact in that market.

Based on the aforementioned characteristics amigtm of the AlG credit enhancements, the Comparigbes that market participants
purchasing or selling its Capcatebt, and therefore its credits in lieu of casll aotes payable in credits in lieu of cash viewperformance
risk to be equal to the risk of an AIG nonperformamisk and as such both the fair value of craditeu of cash and notes payable in credits
in lieu of cash should be priced to yield a rateado an applicable AIG U.S. Dollar denominatetitdastrument. Because the value of notes
payable in credits in lieu of cash directly refettie credit enhancement obtained from AIG, thenortized cost relating to the credit
enhancement will cease to be separately carriath asset on Company’s condensed consolidated leadfeet and is incorporated in notes
payable in credits in lieu of cash.
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Assets and Liabilities Measured at Fair Value on &ecurring Basis are as follows (in thousands):

Fair Value Measurements Using:

Total Level 1 Level 2 Level 3
Assets:
Credits in lieu of cas $ 46,26( $— $ 46,26( $—
Prepaid insuranc — — — —
Total asset $ 46,26( $— $ 46,26( $—
Liabilities:
Notes payable in credits in lieu of ce $ 46,26( $— $ 46,26( $—

Credits in lieu of cash and Notes payable in creditin lieu of cash

The Company elected to account for both crediteinof cash and notes payable in credits in liecash at fair value in accordance
with SFAS 159 in order to reflect in its condensedsolidated financial statements the assumptloatsnbarket participant’s use in evaluating
these financial instruments.

Prepaid insurance

The Company has determined that the effect of thdittenhancement obtained from AIG is insepar&bi® the notes payable in
credits in lieu of cash. In adopting SFAS 159 theppid insurance unamortized cost relating to teditenhancement ceased to be separately
carried as an asset on the Company’s condensedlictaied balance sheet and is incorporated in rnaagable in credits in lieu of cash.

The Company’s Capcos’ debt, enhanced by AIG insigaeffectively bears the nonperformance risk db ATherefore the Company
calculates the fair value of both the Credits &ulof cash and Notes payable in credits in liecash using the yields of various AlG notes
with similar maturities to each of the Company’sgective Capcos’ debt. The Company elected to disuee utilizing AlIG’s 7.70% Series
A-5 Junior Subordinated Debentures (the “AlG Debhesg”) because those long maturity debentures begaade with characteristics of a
preferred stock after AlG received financing frdme United States Government. The Company consilder&lG Note Basket a Level 2 ing
under SFAS 157, since it is a quoted yield fomailsir liability that is traded in an active exchammarket. The Company selected these AIG
Note Baskets as the most representative of thearfoymance risk associated with the CAPCO notealmethey are AlG issued notes,
actively traded and because maturities match Gradiieu of cash and Notes payable in creditsein bf cash.

After calculating the fair value of both the Credit lieu of cash and Notes payable in creditéen 6f cash, the Company compares
their values. This calculation is done on a qubrteasis. Calculation differences primarily duada credit receipt versus delivery timing may
cause the value of the Credits in lieu of cashifferdfrom that of the Notes payable in creditdigu of cash. Because the Credits in lieu of
cash asset has the single purpose of paying theshbatyable in credits in lieu of cash and has herotalue to the Company, Newtek
determined that the Credits in lieu of cash shegjdal the Notes payable in credits in lieu of cash.

As of December 31, 2008, the present value of tdits in lieu of cash was $70,867,000 and notgalge in credits in lieu of cash was
$70,555,000. On that date, the yield on the AlGeNB&sket was 11.76%. As of March 31, 2009, the iet€€ompany revalued the asset and
liability, the yields on the AIG notes averaged5hEs reflecting AlG’s reduction in credit rating fr"AA+” to “A+, negative watch”, AIG’s
financial troubles, and changes in interest ratdbé marketplace. This increase in yield decrebsghl the fair value of the credits in lieu of
cash by $12,808,000 to $46,866,000 from an expeatke of $59,674,000 assuming the yield had reethimchanged from December 31,
2008, and the fair value of the notes payable édits in lieu of cash by $13,639,000 to $46,260,0000 an expected value of $59,899,000
assuming the yield had remained unchanged fromrleee31, 2008. The Company reduced the value aofréwdlits in lieu of cash to equal
the value of the notes payable in credits in litoash because the credits in lieu of cash canlomlysed to satisfy the liability and must ec
the value of the notes payable in credits in litoash at all times. The net change in fair vakgorted in the Company’s condensed
consolidated statement of operations for the pezimted March 31, 2009 was a gain of $537,000.

Changes in the future yield of the AIG issued dadtected for valuation purposes will result in agito the fair values of the credits in
lieu of cash and notes payable in credits in litcash when calculated for future periods; thesangks will be reported through the
Company'’s condensed consolidated statements chtiqpes.
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OTHER FAIR VALUE MEASUREMENTS
Assets and Liabilities Measured at Fair Value on &lon-recurring Basis are as follows (in thousands):

Fair Value Measurements at
Reporting Date Using:

Total Levell Level2 Level3
Assets
Impaired loan $674 $— $— $6,741
Servicing asse 2,77(C — — 2,77(C
Other ree-estate owne 551 — 551 —
Total assets $10,06: $— $551 $9,511

Impaired loans

Impairment of a loan within the scope of SFAS 1d/easured based on the present value of experted tash flows discounted at
the loan’s effective interest rate, or the fairneabf the collateral if the loan is collateral degent. Impaired loans for which the carrying
amount is based on fair value of the underlyindatefal are included in assets and reported ahastd fair value on a non-recurring basis,
both at initial recognition of impairment and on@mgoing basis until recovery or charge-off of k@ amount. The determination of
impairment involves management’s judgment in theeafsmarket data and third party estimates reggrdatlateral values. Valuations in the
level of impaired loans and corresponding impairnasndefined under SFAS 114 affect the level ofréserve for loan losses.

Servicing asset

The estimated fair value of servicing assets isutated on an annual basis by several methodspforhkich is by an independent third
party using an estimated cash flow model with olesgle inputs that affect the price of an asseilltgbThis is considered a Level 3 valuati
by the Company.

Other real-estate owned (included in Prepaid expers and other assets)

The estimated fair value of other real-estate owsedlculated using observable market informatiocuding bids from prospective
purchasers and pricing from similar market trarieastwhere available. The value is generally disted between 20-25% based on market
valuations as well as expenses associated withiegawur interests. Where bid information is noaidable for a specific property, the
valuation is principally based upon recent trarisagbrices for similar properties that have bedd.sbhese comparable properties share
comparable demographic characteristics. Otherastate owned is generally classified within Levelf 2he valuation hierarchy.

NOTE 4 — SBA LOANS:

SBA loans are primarily concentrated in the hotel motel, and restaurant industries, as well agmgghically in Florida. Below is a
summary of the activity in the SBA loans held faveéstment, net of SBA loan loss reserves for theetimonths ended March 31, 2009 (In
thousands):

Balance at December 31, 2C $26,91:
SBA loans funded for investme 412
Payments receive (912
Provision for SBA loan losse (4249)
Loans foreclosed into real estate ow (65)
Discount on loan originations, n (62
Balance at March 31, 20( $25,86:
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Below is a summary of the activity in the resergelban losses for the three months ended MarcR@19 (In thousands):

Balance at December 31, 2C $3,42(
SBA loan loss provisio 424
Loan charg-offs (259
Balance at March 31, 20( $3,59:

Below is a summary of the activity in the SBA lodedd for sale for the three months ended Marct2809 (In thousands):

Balance at December 31, 2C $ 6,13¢
Loan originations for sal 1,16¢
Loans solc 7,302)
Balance at March 31, 20( $ —

All loans are priced at the Prime interest rates glpproximately 2.75% to 3.75%. The only loans ifixed interest rate are defaulted
loans of which the guaranteed portion sold is relpased from the secondary market by the SBA, whédaunguaranteed portion of the loans
still remains with the Company. As of March 31, 2Ghd December 31, 2008, net SBA loans receivadtefbr investment with adjustable
interest rates amounted to $24,905,000 and $2%0@8respectively.

For the three months ended March 31, 2009 and 2668 ompany funded approximately $1,581,000 an@3B4000 in loans and sold
approximately $7,302,000 and $2,471,000 of theantaed portion of the loans, respectively.

The outstanding balances of loans past due nirsty dr more and still accruing interest as of M&8th2009 and December 31, 2008
amounted to $192,000 and $626,000, respectively.

At March 31, 2009 and December 31, 2008, total ingganon-accrual loans amounted to $6,741,000 &®BR,000, respectively. For
the three months ended March 31, 2009 and for¢he gnded December 31, 2008, the average balamgaifed non-accrual loans was
$6,581,000 and $5,837,000, respectively. Approxétye2,530,000 and $2,294,000 of the allowancéd@an losses were allocated against
such impaired non-accrual loans, respectivelycetoedance with SFAS 114 “Accounting by Creditonsifapairment of a Loan — an
amendment of FASB Statement No. 5 and 15”. The¥alg is a summary of SBA loans held for investmenof:

March 31, December 31
(In thousands): 2009 2008
Due in one year or le: $ 2 $ 61
Due between one and five yei 1,46¢ 1,415
Due after five year 29,65¢ 30,46¢
Total 31,12¢ 31,94
Less : Allowance for loan loss (3,597) (3,420
Less: Deferred origination fees, t (1,672 (1,617
Balance (net $25,86: $ 26,91

NOTE 5 — SERVICING ASSET:

Servicing rights are recognized as assets when|8&#s are sold and the rights to service thoseslaam retained. The Company has
adopted the provisions of SFAS 156 which requitesegarately recognized servicing assets to limllyi measured at fair value, if
practicable. The Company reviews capitalized sargicghts for impairment which is performed basedrisk strata, which are determined
on a disaggregated basis given the predominanthiakacteristics of the underlying loans. The pneidlant risk characteristics are loan term
and year of loan origination.
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The changes in the value of the Company’s servidgtgs for the three months ended March 31, 208€evas follows:

(In thousands):

Balance at December 31, 2C $2,28:
Servicing assets capitaliz: 68C
Servicing assets amortiz (192
Balance at March 31, 20( $2,77(C

The estimated fair value of capitalized serviciigdnts was $2,770,000 and $2,282,000 at March 319 20id December 31, 2008,
respectively. The estimated fair value of servicisgets at both balance sheet dates was deterasimgga discount rate of 16.8%, weighted
average prepayment speeds ranging from 1% to 18p&ndling upon certain characteristics of the laaitfqlio, a weighted average life
of 3.2 years, and an average default rate of 5.0%.

The unpaid principal balances of loans servicedfbers are not included in the accompanying coseltconsolidated balance sheets.
The unpaid principal balances of loans servicedfbers were $143,498,000 and $141,587,000 as oftvEi, 2009 and December 31, 2C
respectively.

NOTE 6 — LOSS PER SHARE:

Basic loss per share is computed based on the tedigiverage number of common shares outstandirmggdine period. The dilutive
effect of common share equivalents is includedhendalculation of diluted loss per share only wtieneffect of their inclusion would be
dilutive.

The calculations of loss per share were:

Three Months Three Months
Ended March 31 Ended March 31

(In thousands except per share data): 2009 2008
Numerator:
Numerator for basic and diluted loss per s—loss available to common

shareholder $ (97¢€) $ (2,695
Denominator
Denominator for basic and diluted loss per s—weighted average shar 35,62t 35,86¢
Loss per share: Basic and dilu $ (0.0%) $ (0.08)

The amount of anti-dilutive shares/units excludedrf the above calculation is as follows:

Three Months
Ended March 31

Three Months
Ended March 31

2009 2008
Stock options and restricted stc 1,701 1,03:
Warrants 212 21€
Contingently issuable shar 97 474
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NOTE 7— SEGMENT REPORTING:

Operating segments are organized internally prignbsi the type of services provided, and in accoodawith SFAS No. 131,
“Disclosures about Segments of an Enterprise amat&kInformation,” the Company has aggregatedlamiperating segments into six
reportable segments: Electronic payment proces¥ifadp hosting, Small business finance, All othenpdoate and Capcos.

The Electronic payment processing segment is aegeme of credit card transactions, as well as &etar of credit card and check
approval services to the small- and medium-sizesiness market. Expenses include direct costs @edin a separate line captioned
electronic payment processing costs), professieeal, salaries and benefits, and other generahdmihistrative costs, all of which are
included in the respective caption on the condegsedolidated statements of operations.

The Web hosting segment consists of NTS, acquirddlly 2004. NTS'’s revenues are derived primariyrf web hosting services and
consist of web hosting and set up fees. NTS gesermtpenses such as professional fees, payroliarefits, and depreciation and
amortization, which are included in the respectigption on the accompanying condensed consolidiseeiments of operations, as well as
licenses and fees, rent, and general office exgeafieof which are included in other general adthimistrative costs in the respective caption
on the condensed consolidated statements of opesati

The Small business finance segment consists oflBuainess Lending, Inc., a lender that primariligmates, sells and services
government guaranteed SBA 7(a) loans to qualifgimgll businesses through its licensed SBA lenterTexas Whitestone Group which
manages the Company’s Texas Capco and closes Erah$§BC which provides accounts receivable finagcbilling and accounts
receivable maintenance services to businesses. NEBérates revenues from sales of loans, senvicamgne for those loans retained to
service by NSBF and interest income earned ondidnes| themselves. The lender generates expendegef@st, professional fees, salaries and
benefits, depreciation and amortization, and piowi$or loan losses, all of which are includedhe tespective caption on the condensed
consolidated statements of operations. NSBF als@kpenses such as loan recovery expenses, loeespiing costs, and other expenses that
are all included in the other general and admiatiste costs caption on the condensed consolidéaehsents of operations.

The All Other segment includes revenues and exggmamarily from qualified businesses that receiireagstments made through the
Company’s Capcos which cannot be aggregated wligr @perating segments. The two largest entiti¢drsegment are Newtek Insurance
Agency, LLC, an insurance sales operation, andrigssi Connect, LLC, a provider of sales and proegssarvices.

Corporate activities represent revenue and experedlocated to our segments. Revenue includeseist income and management
fees earned from Capcos (and included in expengike iCapco segment). Expenses primarily includparate operations related to broad-
based sales and marketing, legal, finance, infoaomaechnology, corporate development and additioosts associated with administering
the Capcos.

The Capco segment, which consists of the 15 Capengrates non-cash income from tax credits, istémeome and gains from
investments in qualified businesses which are gedlin other income. Expenses primarily include-nash interest and insurance expense,
management fees paid to Newtek (and included ilCtrporate activities revenues), legal, and auglitees and losses from investments in
qualified businesses.

Management has considered the following charatiesigrhen making its determination of its operatimgl reportable segments:
» the nature of the product and servic
» the type or class of customer for their products services
» the methods used to distribute their products ovige their services; ar
« the nature of the regulatory environment (for exkanipanking, insurance, or public utilitie

The accounting policies of the segments are the senthose described in the summary of signifiaaobunting policies.
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The following table presents the Company’s segritéatmation for the periods ended March 31, 2008 2008 and total assets as of
March 31, 2009 and December 31, 2008 (In Thousands)

For the three For the three
months endec months endec
March 31, March 31,
2009 2008
Third Party Revenue
Electronic payment processil $ 15,77« $ 15,21
Web hosting 4,67¢ 4,28
Small business financ 1,84: 1,86¢
Capcos 1,57¢ 1,63¢
All other 38¢€ 661
Corporate activitie 86( 1,07:
Total reportable segments 25,11¢ 24,72¢
Eliminations (995) (1,209
Consolidated Total $ 24,121 $ 23,52
Inter Segment Revenue
Electronic payment processi $ 45 $ 18
Web hosting 112 39
Small business financ 14 8
Capcos 35C 477
All other 14C 177
Corporate activitie 401 504
Total reportable segments 1,06: 1,22
Eliminations (1,067) (1,229
Consolidated Total $ — $ —
Income (loss) before benefit for income taxe
Electronic payment processi $ 962 $  1,08(
Web hosting 91€ 614
Small business financ (599 (1,509
Capcos (2,209 (1,489
All other (4049) (557)
Corporate activitie (1,857) (2,186
Totals $  (2,07%) $ (4,03
Depreciation and amortization
Electronic payment processil $ 46( $ 562
Web hosting 792 81¢
Small business financ 22¢ 31C
Capcos 16 10
All other 30 31
Corporate activitie 122 78
Totals $  1,64¢ $ 1,80¢
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Identifiable assets
Electronic payment processi
Web hosting

Small business financ
Capcos

All other

Corporate activitie

Consolidated total

22

As of
As of December 31
March 31,
2009 2008
$ 14,728 $ 15,43:
13,22( 14,08(
41,33 48,36!
55,73¢ 81,07¢
7,304 7,51¢
3,601 3,06t
$135,92¢ $ 169,52
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis of our finahcondition and results of operations is intendedssist in the understanding and
assessment of significant changes and trends rbtatéhe results of operations and financial pasitdf the Company together with its
subsidiaries. This discussion and analysis shoeldead in conjunction with the condensed consatiddinancial statements and the
accompanying notes.

This Quarterly Report on Form 10-Q contains forwdodking statements. Additional written or oral fearddooking statements may
made by Newtek from time to time in filings with 8ecurities and Exchange Commission or otherWise words “believe,” “expect,”
“seek,” “anticipate” and “intend” and similar exprasions identify forward-looking statements, whigbak only as of the date the statement
is made. Such forward-looking statements are withénmeaning of that term in Section 27A of thauées Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 18&34mended. Such statements may include, bubafenited to, projections of income or
loss, expenditures, acquisitions, plans for futperations, financing needs or plans relating to services, as well as assumptions relating
to the foregoing. Forward-looking statements afegirently subject to risks and uncertainties, sofngtich cannot be predicted or
qguantified. Future events and actual results cdlifter materially from those set forth in, conteatpd by or underlying the forward-looking
statements. Newtek does not undertake, and spadlgifitsclaims, any obligation to publicly releathe results of revisions which may be
made to forward-looking statements to reflect tbeunrence of anticipated or unanticipated eventsioccumstances after such statements.

We also need to point out that our Capcos operatieua different set of rules in each of the 8gdittions and that these place varying
requirements on the structure of our investmentsoime cases, particularly in Louisiana, we dopitcol the equity or management of a
qualified business but that cannot always be preskarally or in written presentations.

We directly distribute business services to snaill medium-sized businesses, a very significanketalace in the United States.
According to statistics published by the U.S. SrBaitiness Administration, approximately 51% of @eP and private sector employment in
the United States comes from small businessesQ@¥tdof businesses in the United States which haeeoo more employees fit into this
market segment. As of March 31, 2009, we had o%€i(® customers. We use state-of-the-art web-hasgtietary technology to be a low
cost acquirer and provider of products and senticesr small- and medium-sized business clients.pattner with AlG, Merrill Lynch,
Morgan Stanley, the Credit Union National Associatiith its 8,500 credit unions and 83 million mesrd) Navy Federal Credit Union with
3.1 million members, Pershing, PSCU Financial $&wiInc., the nation’s largest credit union sengoganization, Fiserv Solutions, Inc.
d/b/a IntegraSys, General Motors Minority Dealessd@ciation and Daimler Chrysler Minority Dealersésiation, all of whom have elected
to offer certain of our business services and fngrproducts rather than provide some or all ehthdirectly for their customers. We have
deemphasized our Capco business in favor of groaimgpperating businesses and do not anticipatdiogeany new Capcos in the
foreseeable future.

For the quarter ended March 31, 2009, the Compapydved consolidated financial performance overstimae period in 2008 by
increasing revenues while cutting costs. We haetdoss of $976,000, an improvement of $1,719,084 8008, on revenues of $24,121,000.
Total revenues increased by $601,000, or 2.5%, $28520,000 for the quarter ended March 31, 200®ipally due to increased revenues
in the Electronic payment processing and Web hgsteagments offset by decreases in revenues froiBmall business finance, Capco, All
other and Corporate activities segments. The regtuat the net loss of $1,719,000 from the firsagar of 2008 reflects improvements in
income from operations for the Web hosting segrfremt increased sales and a decrease in the lassteefSmall business finance, Capco,
All other, and Corporate segments offset by deeascome from operations for the Electronic paynmeacessing segment. The decreased
gross margin in Electronic payment processing prilsnaccurred during the slowing of the economyttie second half of 2008 and is
anticipated to continue to negatively impact padfitity for the segment throughout 2009. The imga@wet income in the Web hosting
segment resulted from increased revenues combiitbdelatively stable expenses. Overall, we belithat throughout 2009 the Company
will enjoy both the full year benefit from the exys® reductions made in 2008 in the Small busiriraade, All other and Corporate segments
as well as the continuing costs cutting effort2009.

In the first quarter of 2009, the Small businesaffice segment sold more loans held for sale rel&ithe first quarter of 2008,
essentially clearing its inventory of this assetlevhot originating new loans. NSBF sold the loae#d for sale at
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increased servicing income rather than receive sahpremiums due to the prevailing market cooaéi As of March 31, 2009, we had
approximately $15,800,000 outstanding under theGREBO0O GE line of credit of which the Company rguees up to $15,000,000 of the
advances; the facility limit under the GE line oédit is to be reduced by $1,000,000 each mon#ctéfe February 1, 2009. The GE line of
credit expires August 31, 2009. There can be norasse that we will be able to renew our credi hvith GE, or that we will be able to
negotiate an alternate arrangement. Failure tarobtencing would have a material adverse effecbar business. At this time, we have
ceased originating new loans; if economic/busimesslitions permit we may begin lending again.

The Company’s reportable business segments are:

Electronic Payment ProcessingCredit card and debit card processing, check caimeiand ACH solutions for the small- and medium-
sized business market.

Web Hosting: CrystalTech Web Hosting, Inc., d/b/a/ Newtek Tedbgy Services, which offers shared and dedicated hesting and
related services to the small- and medium-sizethbas market.

Small Business FinanceNewtek Small Business Finance, Inc., a nation&hrised, U.S. Small Business Administration leridat
originates, sells and services loans to qualifgmall businesses, which are partially guaranteetth®BBA. Texas Whitestone Group
performs the closing function for all SBA 7(a) Isamnderwritten by NSBF. CDS Business Services,(ib/a Newtek Business Credit)
provides financing services to businesses by psinbaheir receivables at a discounted rate. Intiaag the Company provides billing
and accounts receivable maintenance services todsses.

All Other: Includes results from businesses formed from Imaests in Qualified Businesses made through Capagrams which
cannot be aggregated with other operating segments.

Corporate Activities: Corporate implements business strategy, directketiag, provides technology oversight and guidance,
coordinates and integrates activities of the segsneonntracts with alliance partners, acquirersauer opportunities, and owns our
proprietary NewTracker™ referral system. Revenuketpenses not allocated to our other segmentsging interest income, Capco
management fee income and corporate operationhsgpe

Capcos:Fifteen certified capital companies, which invessimall- and medium-sized businesses. They gensoateash income from
tax credits and non-cash interest.

Segment Results:
The results of the Company’s reportable segmemthéothree months ended March 31, 2009 and 2098iacussed below.
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Electronic Payment Processing

Three months
Ended March 31:

(In thousands): 2009 2008 $ Change % Change
Revenue
Electronic payment processi $15,76( $15,18. $ 57¢ 4%
Interest incom 14 30 (16) (53)%
Total revenue 15,77« 15,21: 563 4%
Expenses
Electronic payment processing cc 12,94: 12,22t 71€ 6%
Salaries and benefi 1,132 1,064 68 6%
Professional fee 55 67 (12 (18)%
Depreciation and amortizatic 46C 562 (102 (18)%
Other general and administrative cc 223 213 10 5%
Total expense 14,81 14,13: 68C 5%
Income before benefit for income ta $ 965 $1,08 $ (119 (11)%

Payment processing revenues increased $579,008 betiveen periods principally due to the overapatt of growth in organic
revenue of approximately 5% while revenue from &eguportfolios decreased overall revenue growtli%ybetween periods due to

merchant attrition. The growth in organic revenwes\grincipally derived from an increase in the agernumber of merchants under contract

between years of slightly more than 10%. However,average monthly processing volume per merctearedsed almost 6% between ye
Overall organic processing volume increased apprately 3% between periods. The decrease in th@geenonthly processing volume per

merchant in 2009 reflects a combination of a dexréia average sales volume from existing merchemdghe effect of new merchants added
in 2009 being smaller in terms of average monthtcpssing volumes. The overall decrease in theagegprocessing volume per merchant in
2009, we believe, is primarily attributable to tleeessionary economic environment in the UniteteSta

Electronic payment processing costs increased 8806 6% between years. Electronic payment praugs®sts resulting from
acquired portfolios had the overall effect of daesiag such costs by approximately 1% between pedoe to merchant attrition. Organic

electronic payment processing costs had the effdocreasing total electronic payment processimgisby 7% between years. The margin of

revenues less electronic payment processing cobhdd approximately 1.6% from 19.5% in 2008 to92%.in 2009. The decline in such

margin on a percentage basis is attributable te@ased residual payment rates paid to certain-tiarty sales referral sources and the growth

of such third-party sales on a sales mix basis.

Excluding electronic payment processing costs,ratbsts decreased $36,000 or 2% between yearse8apon and amortization
decreased $102,000 between years. The decreasprigcation and amortization is principally duetpreviously acquired portfolio
intangible asset becoming fully amortized durin@2@nd the effect between years of a portfolio impent charge recorded in the fourth
quarter of 2008. Remaining costs increased $6&)@00een years as the result of an increase in pglsted to information technology and

sales and marketing related services.

Income before provision for income taxes decre&ddd,000 to $963,000 in 2009 from $1,080,000 inR2dMe decrease in income

before provision for income taxes in 2009 is phiradly due to the lower margin of revenues lesstede@c payment processing costs, partially

offset by an overall reduction in other costs betwgears.
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Web Hosting
Three months
Ended March 31:
(In thousands): 2009 2008 $ Change % Change
Revenue
Web hosting $4,672  $4,27¢ $ 39€ 9%
Interest incom 3 6 (©)] (50)%
Total revenue 4,67 4,28 392 9%
Expenses
Salaries and benefi 1,18¢ 1,19t 9 (1)%
Interest 33 16 17 10€%
Professional fee 81 26 55 212%
Depreciation and amortizatic 792 81¢ (26) (3)%
Other general and administrative cc 1,661 1,61: 54 3%
Total expense 3,75¢ 3,66¢ 91 2%
Income before benefit for income tay $ 91¢€ $ 614 $ 30z 49%

The segment derives revenue primarily from montlburring fees from hosting websites. Web hostexgnue between periods
increased $396,000, or 9%, to $4,672,000 for theetimonths ended March 31, 2009 over the samedpi@r®008 due to a combination of
improved revenue received per website and orgawieth of hosted dedicated and virtual dedicatedsites. NTS utilized sales promotions
and service and plan enhancements to help driwetlyrio revenue and dedicated sites. In additionSNifided both value priced entry level
and robust Microsoft Hyper-V web hosting plansite service offering successfully launched in thedtquarter of 2008. This set of new
service offerings provides customers with a comgnsive choice of plans with which to create virtdedlicated web-sites.

Although the total average number of sites forttiee months ended March 31, 2009 as comparee tgatime period in 2008 decreased
201 sites, or less than 1%, to 66,808 from 67,0@®% hosting revenue increased $396,000, or 9% atafy an increase in the average nur
of total dedicated websites by 67 in 2009 as coagpsr 2008, or 3%, to 2,240 from 2,173 as welhasadditional 96 average number of
virtual dedicated websites in 2009, a new servfteriag which was not offered in the beginning @08. Average monthly revenue per site
increased 10% to $23.31 from $21.27. Although improent in revenue per site primarily reflects theager growth in dedicated sites and
virtual dedicated sites in 2009 over 2008, whichegate higher monthly fees versus shared websitesnues from shared sites improved as
well reflecting better pricing and utilization oigher priced plans. The average number of shated decreased 366, or less than 1%, to
64,472 in 2009 from 64,838 in 2008. The recentdrea decreasing number of shared websites directotirth quarter of 2008 reflects
economic conditions, increased competition, a @edite price increase to improve profitability o lowest priced plans, and possibly the
move of high-end shared users and low-end dedicegers to the new Hyper-V plans.

Total expenses increased 2% or $91,000 to $3,76906Mh $3,668,000 for the three months ended Madg2009 as compared to the
same period 2008. The increase in total expensesluato a $55,000 increase in professional faesdditional audit and legal fees, a
$54,000 increase in other general and adminisgatsts mainly for additional software licensingl anedit card processing costs, and a
$17,000 increase in interest expense relatingemtlistanding $2.5 million note, offset in parteb$26,000 decrease in depreciation and
amortization and a $9,000 decrease in salariebanefits. In line with the current growth trend ahéd cost cutting initiatives of the
Company, the Company believes that the two larg@siponents of expense, salaries and benefits aretaleand administrative costs, which
includes rent and utilities, should remain stahlewgh the remainder of the year.

Income before benefit for income taxes increaséd 40$302,000 to $916,000 for the three months émderch 31, 2009 from
$614,000 for the same period 2008. The improvenmeptofitability primarily resulted from increaseeb site plan sales utilizing more of -
new datacenter; imbedded rent, utility and softwiaensing fees effectively contributing more reuenMaintenance of current staffing lev
since the third and fourth quarter of 2008 contiéloto the improvement in income as well. As mdrthe new data center’s capacity
continues to be utilized, profits and margins sbaudntinue to improve.
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Small Business Finance

Three months
Ended March 31:

(In thousands): 2009 2008 $ Change % Change
Revenue
Premium incom $ 44¢ $ 15C $ 29¢€ 197%
Servicing fee 40C 48% (85) (18)%
Interest incom 42¢ 68€ (25¢) (38)%
Management fee 14¢€ 14¢€ — —
Other income 428 39¢ 24 6%
Total revenug 1,84: 1,86¢ (23) (D)%
Expenses
Salaries and benefi 742 1,30: (561) 43)%
Interest 41€ 502 (84) (17)%
Management fee 11& 11& — —
Professional fee 69 13¢ (70) (50)%
Depreciation and amortizatic 22¢ 31C (81) (26)%
Provision for loan losse 424 43¢ (15) (3)%
Other general and administrative cc 43¢ 56( (121) (22)%
Total expense 2,43¢ 3,36¢ (932 (28)%
Loss before benefit for income tax $ (599  $(1,507) $ 90¢ 61%

Revenue is derived primarily from premium incomaeyated by the sale of the guaranteed and ungeadportions of SBA loans,
interest income on SBA loans held for investmestyising fee income on the guaranteed portionsBA ®ans previously sold, servicing
income for loans originated by other lenders foicRtNSBF is the servicer, and financing and billsggvices, classified as other income
above, provided by Newtek Business Credit (‘“NB®/pst SBA loans originated by NSBF charge an intenate equal to the Prime rate plus
an additional percentage amount; the interestrestets to the current Prime rate on a monthly artguy basis which will result in changes
the amount of interest accrued for that month asidgyforward and a re-amortization of a loan’s paptramount until maturity.

NSBF stopped originating new loans in the fourthrter of 2008 although loan fundings continued digiothe first quarter of 2009.
First quarter 2009 premium income, and its increase the same period in 2008, was due primarilgrtancrease in the dollar amount of
guaranteed loans sold as well as a change in ttieoohef valuing servicing assets created at the tifnsale. The Company sold 13
guaranteed loans in the three months ended MarchO®D, aggregating $7,302,000 compared to 13 Isalusaggregating $2,471,000 in the
same period for the prior year; the period’s sphmarily consisted of loans funded over currerd previous quarters that had been held for
sale due to capital market conditions. The Compmho®s not expect to generate material premium inaomieNSBF begins to originate new
loans. As a result of the dislocation in the seempdnarket for guaranteed loan sales, premiumsuanagteed loan sales dropped from an
average of 108.6% with 1% servicing in the quaetedted March 31, 2008 to an average of 102.4% wWiilsérvicing in the quarter ended
March 31, 2009. As a result of this decrease, énctirrent quarter management made the businessatets sell its guaranteed loans at par
with an average of 3.4% servicing. To more appaiply value the servicing asset created under musecondary market conditions,
management utilized a discounted cash flow modeichvuses valuation techniques to convert futureumts to a single present amount and
is based on the value indicated by current mankge@ations about those future amounts. The prenemmed reflects the valuation of the
newly created servicing assets, not cash earnte dime of the sales.

Servicing fee income related to SBA loans decreayefB5,000 due to a decrease in the NSBF loancésgvportfolio and an increase
in non-performing loans, as well as a reductiothafee income associated with the servicing c68BA portfolio for a savings bank in New
York which totaled $61,000 for the three monthsezhi¥larch 31, 2009 compared to $86,000 in the ttmeeths ended March 31, 2008. The
average NSBF servicing portfolio for the quartedeshMarch 31, 2009 was $128,282,000 compared wid2 #70,000 for the quarter ended
March 31, 2008. The servicing fee retained on thergnteed portion of SBA loans sold has steadityetesed from an average of 1.33% for
the first quarter of 2007 to an average of 1.00%,mhinimum allowed by the SBA, throughout 2008. ibgithe first quarter 2009,
management revised its strategy employed in seffirmganteed loans by focusing on servicing feenmedAs disclosed above, par sales
yielded an average 0-4% servicing in the current quarter.
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Interest income decreased by $258,000 due primariydecrease in the average interest rate bamged to borrowers from 9.8% to
6.4% due to a reduction in the prime rate, to aabe®e in the average outstanding portfolio from,&32,000 in the first three months of 2008
to $31,026,000 in the first three months of 2008] an increase in the nonperforming portfolio framaverage of 18.5% of the NSBF
portfolio to 21.2% for the three months ended Math2008 and 2009, respectively. If NSBF doesoniginate and fund new loans, then its
performing portfolio will continue to shrink as lesnormally pay down principal and default furtheducing its opportunity to earn interest
and servicing income.

Other income increased by $24,000 predominatelytala® increase in revenue earned by Newtek Busi@exdit. For the three months
ended March 31, 2009, NBC had revenue of $339,0600archased $4,422,000 of receivables from arageecustomer base of 121
compared to revenue of $302,000 on $2,852,000cefvables purchases with an average customer hds¥ dor the three months ended
March 31, 2008. The increase in revenue at NBCpaasally offset by a $16,000 reduction in late pent income at NSBF.

Consideration in arriving at the provision for Idass includes past and current loss experiencesmiportfolio composition, future
estimated cash flows and the evaluation of reattestnd other collateral as well as current ecoa@anditions. Although the quarterly
provision for loan loss decreased slightly quantesr quarter, our reserve for loan losses as caedparour gross portfolio balance increased
from $2,226,000 or 7.2% at March 31, 2008 to $3,809Q or 11.8% at March 31, 2009. At March 31, 2608 March 31, 2008, total impair
non-accrual loans amounted to $6,741,000 and $®Q@5respectively with $2,530,000 or 37.5% an®&3,000 or 17.3% of the allowance
for loan losses being allocated against such iredaion-accrual loans, respectively. The year ogar increase in the reserve balance on an
absolute and as a percentage of impaired non-ddoars reflects the effects the recession hasonaddSBF's borrowers and the borrowers’
assets underlying the loans.

Salaries and benefits decreased by $561,000, atv#t36,000 was as a result of staffing cutbacksiles and origination staff in
connection with the lending operation that begathéfourth quarter of 2008 and were completedndytine quarter ended March 31, 2009.
NSBF believes it has adequate staff to servicpdttfolio and originate loans in the future if haoses to do so. Additionally, turnover at N
resulted in a net decrease of $25,000 for the gmried. Combined headcount decreased over 39%5®at March 31, 2008, to 32 at
March 31, 2009.

Professional fees for the three months ended Mait¢cl2009 decreased by $70,000 primarily due toatahs in tax related and
consulting expenses, which was partially offseahyincrease in legal expense.

After deducting the amortization of deferred finawgccosts associated with the lines of credit lgldNSBF and NBC of $131,000 for
the three months ended March 31, 2008 and $107g0@be three months ended March 31, 2009, intengsénse decreased from $371,0C
$311,000 for the same periods, respectively. Tioeedese in amortization of deferred financing cémstshe quarter ended March 31, 2009,
was due to the acceleration of amortization at Dexr 31, 2008 to coincide with a reduction in theilable line under the third and fourth
Amendment of the NSBF line of credit with GE. Thisxceleration resulted in a reduced deferred fimancost net balance at December 31,
2008 which is to be amortized down in 2009. Adailly, in October 2008, the term of the NBC linecoédit was extended lengthening the
amortization period, thereby reducing amortizagapense for the current quarter. The decreasetiimtegest expense was attributable to a
decrease in the prime lending rate quarter overtguas well as a reduction in the average linstantling with GE from $18,200,000 during
the quarter ended March 31, 2008 to $17,500,00@gltine quarter ended March 31, 2009.

Other general and administrative costs decreas&d®$,000 due primarily to a $105,000 reductiofoan processing costs as a result
of not originating any new loans in 2009, a deceez{s$68,000 in rent and utilities expense, whichliocated in proportion to headcount, and
a $74,000 reduction in bank service charges ametfolaced insurance at NSBF during the quartercedech 31, 2009. These cost
reductions were partially offset by a $132,000 éase in loan recovery expenses as a result ofithease in non-performing portfolio.

While premium income improved for the quarter, thisease was offset by a reduction in interestrime. The $909,000 reduction in
loss quarter over quarter resulted from expensectezhs primarily in salaries and benefits, anceotteneral and administrative costs.
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Capcos
Three months
Ended March 31:
(In thousands): 2009 2008 $ Change % Change
Revenue
Income from tax credit $ 1,53¢ $ 1,464 $ 72 5%
Interest incom 42 172 (130 (76)%
Total revenue 1,57¢ 1,63¢€ (58) (4)%
Expenses
Interest 2,06¢ 1,75¢ 311 18%
Management fee 88C 1,094 (2149 (20)%
Professional fee 152 17¢€ (249) (14)%
Depreciation and amortizatic 16 10 6 60%
Other general and administrative cc 10€ 87 19 22%
Total expense 3,21¢ 3,12( 98 3%
Loss before fair market value adjustment and befafincome taxe (1,640 (1,489 (15€) (11)%
Net change in fair market value of Credits in lgficash and Notes payable in
credits in lieu of cas 537 — 537 — %
Loss before benefit for income tax $(1,107) $(1,489) $ 381 26%

As described in Note 3 to the condensed consotidatancial statements, effective January 1, 288 Company adopted SFAS 157
concurrent with its adoption of SFAS 159 for substdly all credits in lieu of cash, notes payainieredits in lieu of cash and prepaid
insurance. These are the financial assets anditlyadmssociated with the Company’s Capco notesdhnatreported within the Company’s
Capco segment. The table above reflects the efféttee adoption of fair value measurement on titeme and expense items (income from
tax credits, interest expense and insurance expeglaged to the revalued financial assets andlilialfor the three months ended March 31,
2009 and 2008. In addition, the net change toakalued financial assets and liability for the ghmeonths ended March 31, 2009 and 2008 is
reported in the line “Net change in fair marketueabf Credits in lieu of cash and Notes payablerédits in lieu of cash”.

Revenue is derived primarily from non-cash inconeeftax credits. The increase in first quarter 268&nue versus the first quarter
2008 reflects the effect of the higher interest reged under fair value accounting. The amountitofé revenue will fluctuate with future
interest rates. However, over future periods, thewnt of tax credits, and therefore the incomeGbmpany will recognize, will decrease to
zero.

Expenses consist primarily of management fees anecash interest expense. Management fees decr2a&edr $214,000, to
$880,000 for the three months ended March 31, 2@08 $1,094,000 for the same period ended 2008 .adament fees, which are
eliminated upon consolidation, are expected toidedh the future as the Capcos mature and utilize& cash. Interest expense increased
or $311,000, to $2,064,000 for the three monthgdmdarch 31, 2009 from $1,753,000.

Because the Company does not anticipate creatingem Capcos in the foreseeable future, the Capgment will continue to incur
losses going forward. The Capcos will continueamecash investment income on their cash balamazéaur cash management fees and
operating expenses. The amount of cash availablievestment and to pay management fees will bmamily dependent upon future returns
generated from investments in qualified businedsesme from tax credits will consist solely of estion of the discounted value of the
declining dollar amount of tax credits the Capcdsneceive in the future; the Capcos will continieeincur non-cash interest expense.
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All Other
Three months
Ended March 31:
(In thousands): 2009 2008 $ Change % Change
Revenue
Interest incomi $ 16 $ 74 $ (58) (78)%
Insurance commissior 20C 243 (43 (18)%
Other income 17C 344 (174 (51)%
Total revenue 38€ 661 (275) (42)%
Expenses
Salaries and benefi 492 85C (35¢) 42)%
Professional fee 79 104 (25) (29)%
Depreciation and amortizatic 30 31 Q (3)%
Other general and administrative cc 18¢ 233 (449 (19%
Total expense 79C 1,21¢ (42¢) (35)%
Loss before benefit for income tax $(404) $ (657 $ 15% 27%

The All Other segment includes revenues and expemsarily from qualified businesses that receiigestments made through the
Company’s Capcos which cannot be aggregated wliér atperating segments.

The revenue decrease of $275,000 is primarily duke decrease in other income of $174,000 initkeduarter 2009 as compared to
the first quarter of 2008, primarily due to $19@0A employment incentives received in the statéefas in the first quarter of 2008 that has
not reoccurred in the first quarter of 2009. Ins¢iacome decreased as a result of a decreasshiraad cash equivalents during the first
quarter of 2009 as compared with the first quarfe2008.

Salaries and benefits decreased by $358,000, ortd 392,000 for the three months ended 2009, mparced to $850,000 for same
period 2008, as a result of management’s costneyittitiatives in the insurance agency and othéties. The Company expects salaries and
benefits to decline throughout 2009 as the Comgamyinues to implement cost-cutting measures togeixpenses in-line with expected
sales growth. Professional fees declined by $25,0024% to $79,000 for first quarter ended 2008a@mpared to $104,000 for 2008. Other
general administrative costs decreased by $44@0% to $189,000 for the first quarter ended 2@8%compared to $233,000 for 2008.

Loss before benefit for income taxes decreasedlb® 800 during the first quarter of 2009 as comghavieh the first quarter of 2008,
primarily due to the decrease in total expenseaB,000 partially offset by the decrease in toaenue of $275,000.

Corporate activities

Three months
Ended March 31:

(In thousands): 2009 2008 $ Change % Change
Revenue
Management fee $ 84¢ $ 1,062 $ (2149 (20)%
Interest incom 3 9 (6) (67)%
Other income 9 2 7 350%
Total revenue 86( 1,07z (213 (20)%
Expenses
Salaries and benefi 1,23¢ 2,16¢ (927) (43)%
Interest — 19 (19 (100%
Professional fee 56€ 327 23¢ 73%
Depreciation and amortizatic 122 78 44 56%
Other general and administrative cc 79C 66¢ 121 18%
Total expense 2,715 3,25¢ (542) (17)%
Loss before benefit for income tax $(1,857) $(2,186€) $ 32¢ 15%
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Revenue is derived primarily from management fegaed from the Capcos, which amount to 2.5% offtcapital. Management fi
revenue declined 20%, or $214,000, to $848,00¢h®three months ended March 31, 2009 from $1,0826r the first quarter of 2008.
Management fees, which are eliminated upon coresidid, are expected to decline in the future asldecos mature and utilize their cash. If
a Capco does not have current or projected casitisnf to pay management fees, then such feesaraccrued.

Expenses declined $542,000, or 17%, in the firartgn of 2009 from the comparable period in 2008 aAesult of the Company’s cost
cutting initiatives, salaries and benefits decrd&@27,000 or 43% to $1,239,000 for the first geraof 2009 as compared to $2,166,000 for
the same period ended 2008. The Company expe@sdesahnd benefits to remain static or slightlylidecfrom its current level over the
remainder of 2009. The Company does not believglieareductions will impact the management ofGloenpany’s businesses.

Our operating businesses are dependent on thé leédlte small- and mediusized segments of the U.S. economy. The reduatidime
availability of credit and a weakening economynglavith the rise in gasoline and commodity prieesild have a negative impact on
consumer and commercial spending which could adienmpact Newtek’'s small business customers. Thidd also negatively impact the
value of commercial and residential real estatéclwbould adversely impact the loan portfolio of &BA Lending segment.

Critical Accounting Policies and Estimates:

The Company'’s significant accounting policies ageatibed in Note 1 of the Notes to Condensed Catated Financial Statements
included in its Form 10-K for the fiscal year end@ecember 31, 2008. A discussion of the Compamjtieal accounting policies, and the
related estimates, are included in Management'sudson and Analysis of Results of Operations andri€ial Position in its Form 10-K for
the fiscal year ended December 31, 2008.

Liquidity and Capital Resources
(Dollars in thousands)

For the Three Months
Ended March 31,

2009 2008
Net cash provided by (used in) operating activi $ 5,032 $(3,989
Net cash provided by investing activiti 501 1,01z
Net cash used in financing activiti (5,899 (2,167
Net decrease in cash and cash equiva (361) (5,142
Cash and cash equivalents, beginning of pe 16,85 25,37:
Cash and cash equivalents, end of pe $16,49.  $20,23(

Cash requirements and liquidity needs over the tvgalive months are anticipated to be funded prilpénrough operating results and
available cash and cash equivalents. The Companyhals the capacity to borrow from the $10 mill@apital One line of credit through N°
for working capital needs and acquisitions. The IBmginess finance segment depends on outsidérfgrsdurces to finance loan origination
and receivable purchases. The SBA lending unitdutsdcash requirements and liquidity needs thraugtilable cash and cash equivalents
but primarily utilizes the $33 million GE line ofedit to originate and warehouse the guaranteediagdaranteed portion of SBA loans. The
GE Line of Credit is in place until August 31, 2088d GE has indicated to the Company that GE ngeloimtends to provide credit facilities
to finance companies. Therefore there can be noasse that the Company will be able to renew tkditline with GE or that it will be able
to negotiate an alternate arrangement. Failurétaim financing would have a material adverse éff@cour business. The receivables
financing unit utilizes the $10 million Wells Fargine of credit to purchase receivables. Therenareross covenants or collateralization u
any of the above lending facilities. The availdpibf the lending facilities is subject to the cdiapce with certain covenants and in addition,
for the GE and Wells Fargo lines, the amount ofatefal and collateral requirements, as set fortiné agreements. The Company guarantee:
the lines of credit for the subsidiaries: CapitaleQor the amount borrowed, GE up to $15 milliamg &/ells Fargo up to $800,000. As of
March 31, 2009, the Company’s unused sources widity consisted of $16,491,000 in unrestrictechcaisd cash equivalents, and
$7,500,000, $17,198,000 and $121,000 availablaigirdhe Capital One, GE, and Wells Fargo linesredit, respectively.
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Restricted cash totaling $9,382,000, which is prilp&eld in the Capcos, can be used in managimbomerating the Capcos, making
qualified investments, to repay debt obligationd for the payment of income taxes.

Net cash flows provided by operating activities@ased $9,020,000 to $5,032,000 for the three nsa@riied March 31, 2009 compa
to $(3,988,000) for the three months ended Marct2B8@8, primarily due to a $4,831,000 increaseratpeds from sale of SBA loans held
sale, a $1,719,000 decrease in the net loss, $h(B89,000 decrease in the originations of SBAddeeld for sale for the period ended
March 31, 2009 versus the same period last year.

Net cash flows provided by investing activitiesyparily includes the purchase of fixed assets astbooer accounts, activity regarding
the unguaranteed portions of SBA loans, changessinicted cash and activities involving investnsantqualified businesses. Net cash flows
provided by investing activities decreased by $30@,to $501,000 for the three months ended Mar¢l2@029 compared to $1,013,000 for
three months ended March 31, 2008. The declinedwagrimarily to $2,021,000 of restricted cash Ineicg available, or declining, in 2008
versus an increase in the change in restricted afa®515,000 in 2009. This was offset by a decréasiee purchase of fixed assets and
customer merchant accounts as well as a decredise amount of SBA loans originated for investment.

Net cash flows used in financing activities prirhaimcludes repayments on notes payable to Nortlk,A&'ells Fargo, and GE. Net cash
flows used in financing activities increased by7#3,000 to $(5,894,000) for the three months efmdacth 31, 2009 from $(2,167,000) for
the three months ended March 31, 2008. The primergon was due to an increase in the net repaymeiitank notes payable of $3,831,000
during the three month period ended March 31, 2605,857,000) in 2009, from net borrowings of,8¢5,000) for the three months ended
March 31, 2008.

Newtek funds its holding company through cash omdhaash flow from operating businesses, and tteipeof annual management
fees from the Capcos equal to 2.5% of initial furxgdiHowever, the management fees do not represeanues to Newtek on a consolidated
basis as this is a transfer of funds from Newt€apcos to the holding company, and all intercomgeanysactions and balances are
eliminated in consolidation. These fees from Camresexpected to decrease over the next few ysdiseaCapcos mature in their business
cycle. The Company does not intend to add new Gaprd will rely on expanding the operations otitslerlying businesses and cutting
costs at the holding company to maintain liquidiftythe operating companies do not continue to gasvexpected to produce significant cash
flow surpluses, if the capital markets should tecaessible to Newtek, and if other borrowings ar@vailable, the Company will experienc
decrease in its liquidity and would be forced tmigiish materially its operations so as to conforsrekpenditures to the cash then available.

Newtek expects to finance other ventures pringypalth existing funds or new additional borrowingsder current or future bank
facilities.

Item 3. Quantitative and Qualitative Disclosure about Marke Risk.

All of our business activities contain elementsisk. We consider the principal types of risk tofluetuations in interest rates and loan
portfolio valuations. We consider the managememistifessential to conducting our businesses. Atingly, risk management systems and
procedures are designed to identify and analyzeisks, to set appropriate policies and limits &mdontinually monitor these risks and limits
by means of reliable administrative and informatgstems and other policies and programs.

Because the SBA lender borrows money to make laadsnvestments, our net operating income is degrgrngpon the difference
between the rate at which we borrow funds andateat which we invest these funds. The Companytgstanding bank notes payable of
approximately $15,833,000 at March 31, 2009. Unklerfourth amendment signed in December 2008 ntieedst rate on such notes is
variable, based on the current Prime rate plus 208 ree month LIBOR plus 4.00%, whichever is leigtSuch interest rates increase by
0.25% each quarter beginning January 1, 2009. Agav€h 31, 2009, the interest rate being chargediSBF is 5.50%. As a result, there can
be no assurance that a significant change in marteest rates will not have a material adver§ecebn our interest income. In periods of
sharply rising interest rates, our cost of fundsilddncrease, which would reduce our net operatiegme. We have analyzed the potential
impact of changes in interest rates on interesinmenet of interest expense. Assuming that thenbalaheet were to remain constant and no
actions were taken to alter the existing interatd sensitivity, a hypothetical immediate 1% chaingaterest rates would have the effect of a
net increase (decrease) in assets by less thanrl2009. Although management believes that thissomeeis indicative of our sensitivity to
interest rate changes, it does not adjust for pialerhanges in credit quality, size and compositid the assets on the balance sheet, and othe
business developments that could affect a netaserédecrease) in assets. Accordingly, no assigaacebe given that actual results would
not differ materially from the potential outcomensilated by this estimate.
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Additionally, we do not have significant exposusechanging interest rates on invested cash whichaparoximately $25,873,000 at
March 31, 2009. We do not purchase or hold derredinancial instruments for trading purposes.d&lbur transactions are conducted in |
dollars and we do not have any foreign currendpign exchange risk. We do not trade commodiiglsave any commodity price risk.

We believe that we have placed our demand depeosigs, investments and their equivalents with highlic-quality financial
institutions. Invested cash is held almost excleigiat financial institutions with ratings from 8tird and Poor’s of A- or better. The
Company invests cash not held in interest freelkdhg@accounts or bank money market accounts mainly.S. Treasury only money market
instruments or funds and other investment-graderiiess. As of March 31, 2009, cash deposits inesgof FDIC and SIPC insurance totaled
approximately $4,146,000 and funds held in U.Sa3uvey only money market funds or equivalents iresgs®f SIPC insurance totaled
approximately $10,288,000.

Item 4. Controls and Procedures
(a) Evaluation of Disclosure Controls and Proceslure

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, &vated the effectiveness of our
disclosure controls and procedures as of the etitegberiod covered by this report. Based on thaluation, the Chief Executive Officer and
Chief Financial Officer concluded that our disclasaontrols and procedures as of the end of thegeovered by this report are functioning
effectively to provide reasonable assurance thatrtformation required to be disclosed by us irorepfiled under the Securities Exchange
Act of 1934 is recorded, processed, summarizedegparted within the time periods specified in theC3 rules and forms. Disclosure
controls and procedures include, without limitatioantrols and procedures designed to ensurenfahiation required to be disclosed by an
issuer in the reports that it files or submits uritte Securities Exchange Act is accumulated anthoonicated to the issuer's management
including its principal executive and principaldimcial officers, or persons performing similar ftioes, as appropriate to allow timely
decisions regarding required disclosure. A contsglgem, no matter how well designed and operatathot provide absolute assurance that
the objectives of the controls systems are metnanelvaluation of controls can provide absoluteiasge that all control issues and instances
of fraud, if any, within a company have been detect

(b) Change in Internal Control over Financial Reipor

No change in our internal control over financiglogiing occurred during the quarter ended March2B09 that has materially affected,
or is reasonably likely to materially affect, ontdrnal control over financial reporting.

(c) Limitations

A control system, no matter how well designed aperated, can provide only reasonable, not absastirances that the control
system’s objectives will be met. Furthermore, theign of a control system must reflect the fact thare are resource constraints, and the
benefits of controls must be considered relativéhéir costs. Because of the inherent limitationall control systems, no evaluation of
controls can provide absolute assurance that attalissues and instances of fraud, if any, withia Company have been detected. These
inherent limitations include the realities thatguaents in decision-making can be faulty, and theakdowns can occur because of simple
errors or mistakes. Controls can also be circumageby the individual acts of some persons, by salu of two or more people, or by
management override of the controls. The desigangfsystem of controls is based in part upon geaasumptions about the likelihood of
future events, and there can be no assurancerthatesign will succeed in achieving its stated gaglder all potential future conditions. O
time, controls may become inadequate because afjelsdan conditions or deterioration in the degreeompliance with its policies or
procedures. Because of the inherent limitatiors dost-effective control system, misstatementstdwror or fraud may occur and not be
detected. We periodically evaluate our internaltica and make changes to improve them.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

We are not involved in any material pending litigat We and/or one or more of our investee comgaaie involved in lawsuits
regarding wrongful termination claims by employeesonsultants, none of which are individually othe aggregate material to Newtek.

ltem 6. Exhibits

Exhibit No. Description

31.1 Certification by Chief Executive Officer requiregt Rule 13-14(a) and 15-14(a) under the Exchange A
31.2 Certification by Chief Financial Officer requiregt Rule 13-14(a) and 15-14(a) under the Exchange A
32.1 Certification by Chief Executive and Chief Finari¢dficers pursuant to 18 U.S.C. Section 1350,dsped pursuant to Section

906 of the Sarban-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

NEWTEK BUSINESS SERVICES, INC.

Date: May 13, 2009 By: /s/ Barry Sloane
Barry Sloane
Chairman of the Board, Chief Executive Officer 8wtretary

Date: May 13, 2009 By: /s/ Seth A. Cohen
Seth A. Cohel
Chief Financial Officer and Treasut
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Exhibit 31.1

CERTIFICATION BY CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13a-14(a) AND 15d-14(a)
UNDER THE EXCHANGE ACT

I, Barry Sloane, Chief Executive Officer of NewtBlksiness Services, Inc., certify that:

1.
2.

5.

| have reviewed this report on Form-Q of Newtek Business Services, |i
Based on my knowledge, this quarterly report dagsantain any untrue statement of a materialdacmit to state a material f:
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref
Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
this report;
The registrant’s other certifying officers anaré responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed

under our supervision, to ensure that materiairmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is

being preparec

b) Designed such material control over financiglorting, or caused such internal control over fiahreporting to be
designed under my supervision, to provide reasenatdurance regarding the reliability of finanoégdorting and the
preparation of financial statements in accordanitie general accepted accounting princip

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentédsineport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the teghig's internal control over financial reportirtgat occurred during the

registrant’s most recent fiscal quarter,(the regigts fourth quarter in the case of an annual ng@ploat has materially
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions!

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and

report financial; ant

b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

Dated: May 13, 2009

/sl Barry Sloane
Barry Sloane
Chief Executive Office
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Exhibit 31.2

CERTIFICATION BY CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 13a-14(a) AND 15d-14(a)
UNDER THE EXCHANGE ACT

I, Seth A. Cohen, Chief Financial Officer of NewtBlsiness Services, Inc., certify that:

1. I have reviewed this report on Form-Q of Newtek Business Services, |i

2. Based on my knowledge, this quarterly report dagsantain any untrue statement of a materialdactmit to state a material f:
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

3. Based on my knowledge, the financial statememid,other financial information included in thisagterly report, fairly present in
all material respects the financial condition, tesaf operations and cash flows of the registeenof, and for, the periods
presented in this repol

4.  The registrant’s other certifying officers anaré responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f) for the registrant and hav

a)

b)

c)

d)

Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed
under our supervision, to ensure that materiairmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

Designed such material control over financigming, or caused such internal control over faiahreporting to be
designed under my supervision, to provide reasenatdurance regarding the reliability of finanoégdorting and the
preparation of financial statements in accordanitie general accepted accounting princip

Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisineport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

Disclosed in this report any chance in the te@g’s internal control over financial reportirftat occurred during the

registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual rg@ploat has materially
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

5.  The registrant’s other certifying officers anldalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the

equivalent functions!

a)

b)

Dated: May 13, 2009

All significant deficiencies and material weagses in the design or operation of internal corttvelr financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; an

Any fraud, whether or not material, that invadveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

/sl Seth A. Cohen
Seth A. Cohel
Chief Financial Officel
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@er the period ended March 31, 2009 (the “Repat'Newtek Business Service
Inc. (the “Company”), as filed with the Securitesd Exchange Commission on the date hereof, Bdogn8, as Chief Executive Officer, and

Seth A. Cohen, as Chief Financial Officer, of trepany, each hereby certifies, pursuant to 18 U.§1350, as adopted pursuant to §906,
that, to each officer's knowledge:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934, as amended; a
(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
the Company

/sl Barry Sloane
Barry Sloane, Chief Executive Offic

/sl Seth A. Cohen
Seth A. Cohen, Chief Financial Offic

Dated: May 13, 2009
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