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UNITED STATES
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 September 30, 2012
OR
0 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 chaer)
New York 11-350463¢
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
212 West 3t Street 2nd Floor, New York, NY 10001
(Address of principal executive offices (Zip Code)

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

Indicate by check mark whether the registranthés filed all reports required to be filed by Sexeti3 or 15(d) of the Securities
Exchange Act of 1934 during the past 12 monthddiosuch shorter period that the registrant wasired to file such reports) and (2) has
been subject to such filing requirements for thet 88 days. Yesx] No [

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpovagbsite, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation5¢Section 232.405 of this chapter) during the pditg 12
months (or for such shorter period that the regiigtwvas required to submit and post such filed)es No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company (as defined in Rule 12b-2 offlkehange Act).

Large accelerated fil Accelerated filel O

Non-accelerated file O Smaller reporting compa
Indicate by check mark whether the registrantstell company (as defined in Rule 12b-2 of the BExge Act). YesO No

As of October 31, 2012, there were 35,253,647 @Gbmpany’s Common Shares outstanding.
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Iltem 1. Financial Statements.

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDI TED)
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2012 AND 2011
(In Thousands, except for Per Share Data)

Three Months Ended

Nine Months Ended

September 30, September 30,
2012 2011 2012 2011

Operating revenues $33,45¢ $30,65° $96,52¢ $93,50:
Net change in fair value ¢

SBA loans (559 (870 (1,217 (4,729

Warrants — — (117 —

Credits in lieu of cash and notes payable in csdditieu of casl (20) (46) 21 3C

Total net change in fair valt (579 (916 (1,309 (4,699

Operating expense

Electronic payment processing ca 18,08: 17,76 52,81 52,48:

Salaries and benefi 5,591 5,243 16,71( 15,95¢

Interest 1,23: 74¢ 3,20¢ 2,60¢

Depreciation and amortizatic 763 1,021 2,27¢ 3,08(

Provision for loan losse 9C 21t 354 301

Other general and administrative cc 4,18¢ 4,41 12,89: 13,07:

Total operating expens 29,95( 29,40¢ 88,24¢ 87,49¢

Income before income tax 2,93¢ 33t 6,96¢ 1,30«
Provision (benefit) for income tax 1,46¢ (502) 2,991 301
Net income 1,46¢ 837 3,97¢ 1,00¢
Net income attributable to n-controlling interest: 7 43 30 98
Net income attributable to Newtek Business Servibes $147: $ 88C $ 4,008 $ 1,101
Weighted average common shares outstan- basic 35,20( 35,71¢ 35,63: 35,70
Weighted average common shares outstan- diluted 37,52( 36,54 36,64¢ 36,39:
Earnings per sha- basic and dilute $ 004 $ 002 $ 011 $ 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
SEPTEMBER 30, 2012 AND DECEMBER 31, 2011
(In Thousands, except for Per Share Data)

September 3C December 31
2012 2011
Unauditec (Note 1)
ASSETS
Cash and cash equivalents (includes $1,751 anc$0ectively, related to VIE $ 18,30« $ 11,20:
Restricted cas 9,76¢ 14,22¢
Broker receivabli 10,53 4,917
SBA loans held for investment, net (includes $13,@td $15,217, respectively, related to securitimat
trust VIE; net of reserve for loan losses of $2,and $2,900, respectivel 16,49: 18,55¢
SBA loans held for investment, at fair value (ir#s $23,428 and $19,617, respectively, related to
securitization trust VIE 36,41: 21,857
Accounts receivable (net of allowance of $747 aBdiB$ respectively 11,74¢ 8,18(
SBA loans held for sale, at fair val 1,04¢ 2,19¢
Prepaid expenses and other assets, net (incluges®and $1,211, respectively, related to secatitin
trust VIE) 10,65( 11,76:
Servicing asset (net of accumulated amortizatiahalowances of $6,528 and $5,964, respectiy 4,15: 3,42(
Fixed assets (net of accumulated depreciation arateation of $12,229 and $16,463, respectiv 2,92t 2,85:
Intangible assets (net of accumulated amortizaifdbil 3,725 and $13,226, respective 94¢ 1,42(
Credits in lieu of cas 10,06: 16,94¢
Goodwill 12,09: 12,09:
Deferred tax asset, n 2,53¢ 72
Total asset $ 147,66. $ 129,69
LIABILITIES AND EQUITY
Liabilities:
Accounts payable and accrued expel $ 11,04 $ 11,88
Notes payabli 34,27¢ 13,56¢
Note payable securitization trust VIE 23,15 26,36¢
Deferred revenu 1,43 1,63¢
Notes payable in credits in lieu of ce 10,06: 16,94¢
Total liabilities 79,97: 70,39¢
Commitments and contingenci
Equity:
Newtek Business Services, Inc. shareho’ equity:
Preferred shares (par value $0.02 per share; azidot,000 shares, no shares issue(
outstanding — —
Common shares (par value $0.02 per share; autkds#®00 shares, 36,913 and 36,
issued respectively; 35,200 and 35,702 outstand@spectively, not including 83
shares held in escro\ 73¢ 734
Additional paic-in capital 60,56( 57,96(
Retained earnings (includes $1,466 and $0, respédygtirelated to consolidation of VIt
on January 1, 201. 5,51¢ 45
Treasury shares, at cost (1,713 and 999 sharggatesely) (1,469 (620
Total Newtek Business Services, Inc. shareha’ equity 65,34¢ 58,11¢
Non-controlling interest: 2,342 1,18(
Total equity 67,69 59,29¢
Total liabilities and equit' $ 147,66. $ 129,69

See accompanying notes to these unaudited condeossdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2012 AND 201

(In Thousands)

Cash flows from operating activitie
Net income $
Adjustments to reconcile net income to net casbduis) provided by operating activitie
Income from tax credit
Accretion of interest expen:
Fair value adjustments on SBA loe
Fair value adjustment on warral
Fair value adjustment of credits in lieu of casH antes payable in credits in lieu of c:
Deferred income taxe
Depreciation and amortizatic
Provision for loan losse
Other, ne’
Changes in operating assets and liabilit
Originations of SBA loans held for s¢
Originations of SBA loans transferred, subjectitenpium recours
Proceeds from sale of SBA loans held for
Proceeds from sale of SBA loans, achieving sates
Liability on SBA loans transferred, subject to prem recourst
Broker receivabli
Accounts receivabl
Prepaid expenses, accrued interest receivablethed asset
Accounts payable, accrued expenses and deferredue
Other, ne

Net cash (used in) provided by operating activi

Cash flows from investing activitie
Investments in qualified businest
Returns on investments in qualified busine:
Purchase of fixed assets and customer merchantiats
SBA loans originated for investment, 1
Payments received on SBA loc
Change in restricted ca
Purchase of nc-controlling interes

Net cash used in investing activiti

2012 2011

3,97¢  $ 1,00:
(447 (954)
462 984
1,217 4,72¢

111 —
(21) (30)
(2,467) (1,70)
2,27¢ 3,08(
354 301
884 432
(55,14) (52,350
— (274)
56,397 52,78:
— 26,63¢
— (29,416
(5,627) 1,39:
(3,631) (152)
3,45¢ 112
(907) 2,291
(3,12¢) (2,109
(2,226) 6,76¢

(1,651) —
101 24¢€
(1,319 (1,031)
(17,109 (14,836
3,261 3,49¢
99¢ 1,97¢
— (200)
(15,709 (10,346

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 NINE MONTHS ENDED SEPTEMBER 30, 2012 AND 2d.1 (CONTINUED)

2012 2011
Cash flows from financing activitie
Net borrowings on bank lines of cre $12,82¢ $ 7,091
Increase in cash due to consolidation of 2,76: —
Proceeds from term loe 10,00( —
Payments on bank term note paye (319) (313
Change in restricted cash due to debt refinan — (750
Change in restricted cash related to securitiz: 5,05z 3,05¢
Payments on senior not (3,389 (1,919
Additions to deferred financing cos (1,319 —
Purchase of treasury sha (92€) —
Other 33¢ (292)
Net cash provided by financing activiti 25,03" 6,871
Net increase in cash and cash equival 7,10z 3,29¢
Cash and cash equivaler beginning of periot 11,20: 10,38:
Cash and cash equivaler end of perioc $18,30¢  $13,67¢
Supplemental disclosure of cash flow activities:
Reduction of credits in lieu of cash and notes pkeyan credits in lieu of cash balances due toveéeyi of tax credits t
Certified Investor: $ 7,90  $16,80¢
Addition to assets and liabilities on January 11, 28s a result of consolidation of interests indhential of New
York, LLC
Assets $276 $ —
Liabilities $ 7 —
Equity $ 2,75¢ —
Additions to additional pa-in capital for warrants expired previously attridplie to no-controlling interest: $ 33 $ —
Additions to nor~controlling interests as a result of consolidatdmajority owned subsidiar $2291] $ —
Initial allocation of value issued to warrants isgun financing transactic $195¢ ¢ —

See accompanying notes to these unaudited condeassdlidated financial statements.
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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, I. (“Newtek” or the “Company”) is a holding company &everal wholly- and majority-owned subsidiaries,
including twelve certified capital companies whante referred to as Capcos, and several portfolispemies in which the Capcos own non-
controlling or minority interests. The Company pd®s a “one-stop-shop” for business services tathall- and medium-sized business
market and uses state of the art web-based prapritstchnology to be a low cost acquirer and prewaf products and services. The
Company partners with companies, credit unions,amsthciations to offer its services.

The Company’s principal business segments are:

Electronic Payment ProcessingMarketing third party credit card processing andathapproval services to the small- and mediumdsize
business market under the name of Newtek MerchalatiSns.

Managed Technology SolutionsCrystalTech Web Hosting, Inc., d/b/a Newtek TecbgglServices (“NTS”), offers shared and dedicated
web hosting, data storage and backup services] domputing plans and related services to the smuatl medium-sized business market.

Small Business FinanceThe segment is comprised of Newtek Small Businasaree, Inc. (“NSBF”), a nationally licensed, USSnall
Business Administration (“SBA”) lender that origies, sells and services loans to qualifying smaditesses, which are partially guaranteed
by the SBA and CDS Business Services, Inc. d/biatdleBusiness Credit (“NBC”) which provides recdil@afinancing and management
services.

All Other: Businesses formed from investments made througlecCaqgrams and others which cannot be aggregatbdther operating
segments, including insurance and payroll procgssin

Corporate Activities: Corporate implements business strategy, directketiag, provides technology oversight and guidacoerdinates
and integrates activities of the segments, corgnaith alliance partners, acquires customer oppdias, and owns our proprietary
NewTrackel® referral system. This segment includes revenuesapdnses not allocated to other segments, includiegest income, Capco
management fee income and corporate operationfsgpe

Capco: Twelve certified capital companies which invessimall- and medium-sized businesses. They genesateash income from tax
credits and non-cash interest expense and insuexpemses in addition to cash management fees.

The condensed consolidated financial statemertewafek, its subsidiaries and consolidated entitiekided herein have been prepared by
the Company in accordance with accounting prinsiglenerally accepted in the United States of Amaaaitd include all wholly- and
majority-owned subsidiaries, and several portfainpanies in which the Capcos own non-controllingamity interests, or those variable
interest entities of which Newtek is considerethéahe primary beneficiary. All interempany balances and transactions have been efet

in consolidation. Non-controlling interests (prewsty shown as minority interest) are reported bat@vincome (loss) under the heading “Net
loss attributable to non-controlling interests'tie unaudited condensed consolidated statemeitsafie and shown as a component of
equity in the condensed consolidated balance sheetsNew Accounting Standards in Note 2 to thed€nsed Consolidated Financial
Statements for further discussion.

The Company determined that it was the primary fieiaey of an affiliated Capco company, ExponentéNew York, LLC (“Expo”),
resulting from an ownership change pursuant toatjmr of the LLC agreement and its ability to dirdee activities of Expo that most
significantly impact the entity’s economic perfonmea. The Company now includes Expo as a consotldetgable interest entity effective
January 2012, and holds a 39% interest in Exporahmaining 61% is held by non-affiliates and iscaaoted for as non-controlling

interest. As a result of the consolidation, a cuativé effect adjustment to equity was requirecetmognize the previously recognized interest
in the newly consolidated subsidiary. In additithhe Company’s opening cash and accounts payabiesised by $2,763,000 and $7,000,
respectively, reflecting the opening balance of &gmssets and liabilities. The opening equity adjsisted as follows:
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Number Number
of Common Additional of Non-
Common Retained Treasury Treasury controlling
Shares Paid-in
(In thousands Shares (at par) Capital Earnings Shares Shares Interest Total
Balance at December 31, 2011 36,70: $ 734 $57,96( $ 45 99¢ $ (620) $ 1,18C $59,29¢
Cumulative effect adjustment to opening equity as
a result of Expo consolidatic — — — 1,46¢ — — 2,29( 3,75¢

Adjusted balance at January 1, 2( 36,70: $ 734 $57,96( $1,51] 99¢ $ (620) $ 3,47C $63,05¢

The accompanying notes to unaudited condensed leitsal financial statements should be read inwetjon with Newtek’s 2011 Annual
Report on Form 10-K. These financial statement limen prepared in accordance with instructiom®tm 10-Q and Article 10 of
Regulation S-X and, therefore, omit or condenstagefootnotes and other information normally irdgd in financial statements prepared in
accordance with accounting principles generallyepted in the United States. In the opinion of managnt, all adjustments, consisting of
normal recurring items, considered necessary fairgresentation have been included. The restiltgerations for an interim period may |
give a true indication of the results for the engiear. The December 31, 2011 condensed consalidatance sheet has been derived fron
audited financial statements of that date but da¢snclude all disclosures required by accounprigciples generally accepted in the United
States of America.

All financial information included in the tablesiihe following footnotes is stated in thousandsegt per share data.

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES:
Use of Estimates

The preparation of consolidated financial statesméntonformity with accounting principles geneyalccepted in the United States of
America requires management to make estimatesssuingptions that affect the reported amounts otsssel liabilities and disclosures of
contingent assets and liabilities at the date efciinsolidated financial statements, and the reg@inounts of revenue and expense durin
reporting period. The level of uncertainty in esttes and assumptions increases with the lengtmefuntil the underlying transactions are
complete. The most significant estimates are vagpect to valuation of investments in qualifiedibesses, asset impairment valuation,
allowance for loan losses, valuation of servicisgeds, chargback reserves, tax valuation allowances and the/édiie measurements usel
value certain financial assets and financial litib8. Actual results could differ from those esites.

During the nine months ended September 30, 20@X;dmpany revised its estimate for the amortizgtieriod of the servicing asset. Please
see Note 5 to the Condensed Consolidated Fina®tagéments for a full discussion.

Revenue Recognition
The Company operates in a number of different seggn&evenues are recognized as services are eghdled are summarized as follows:

Electronic payment processing revenueklectronic payment processing and fee income iveldifrom the electronic processing of credit
and debit card transactions that are authorizeccaptlired through third-party networks. Typicattyerchants are charged for these
processing services on a percentage of the detlauat of each transaction plus a flat fee per tamsn. Certain merchant customers are
charged miscellaneous fees, including fees for lvedharge-backs or returns, monthly minimum festatement fees and fees for other
miscellaneous services. Revenues derived froml#oérenic processing of MasterCa&d and Visa soucredit and debit card transactions
are reported gross of amounts paid to sponsor banks

Web hosting revenueManaged technology solutions revenue is primamdsivied from monthly recurring service fees for thse of its web
hosting, web design and software support servicestomer set-up fees are billed upon service tiatisand are recognized as revenue over
the estimated customer relationship period of 2&ry. Payment for web hosting and related servicedding cloud plans, is generally
received one month to one year in advance. Defeeneghues represent customer payments for welnigastid related services in advance of
the reporting period date. Revenue for cloud relagrvices is based on actual consumption usecclmud customer.
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Income from tax credits: Following an application process, a state will fyodi company that it has been certified as a Caple.state or
jurisdiction then allocates an aggregate dollar @amof tax credits to the Capco. However, such ath@muneither recognized as income
otherwise recorded in the financial statementsesihbas yet to be earned by the Capco. The Capentitled to earn tax credits upon
satisfying defined investment percentage thresheltlin specified time requirements. Newtek has €@apoperating in five states and the
District of Columbia. Each statute requires that @apco invest a threshold percentage of “certifeguital” (the funds provided by the
insurance company investors) in businesses deéineplialified within the time frames specified. As Capco meets these requirements, it
avoids grounds under the statute for its disqualifon for continued participation in the Capcogyeom. Such a disqualification, or
“decertification” as a Capco results in a permameoapture of all or a portion of the allocated ¢aedits. The proportion of the possible
recapture is reduced over time as the Capco renrageneral compliance with the program rules aegtsthe progressively increasing
investment benchmarks. As the Capco progressésiimvestments in Qualified Businesses and, aceglyli places an increasing proportion
of the tax credits beyond recapture, it earns aoustequal to the non-recapturable tax creditsrandrds such amount as income, with a
corresponding asset called “credits in lieu of Easlthe balance sheet.

The amount earned and recorded as income is detdrbly multiplying the total amount of tax creditkcated to the Capco by the
percentage of tax credits immune from recapture ¢drned income percentage) at that point. Toxtemethat the investment requirements
are met ahead of schedule, and the percentagenakrapturable tax credits is accelerated, theepteglue of the tax credit earned is
recognized currently and the asset, credits indiecash, is accreted up to the amount of tax tseftliverable to the certified investors. The
obligation to deliver tax credits to the certifieyestors is recorded as notes payable in cretitsu of cash. On the date the tax credits are
utilizable by the certified investors, the Capcardases credits in lieu of cash with a correspandacrease to notes payable in credits in lieu
of cash.

Sales and Servicing of SBA LoandNSBF originates loans to customers under the SBnam that generally provides for SBA guarantees
of 50% to 90% of each loan, subject to a maximuerguotee amount. This guaranteed portion is gegesaltl to a third party via an SBA
regulated secondary market transaction utilizind$®rm 1086 for a price equal to the guaranteed Braount plus a premium that includes
both an upfront cash payment and the fair valu@itofe net servicing income. Prior to October 11@0NSBF recognized the revenue item
“Premium on loan sales” net of capitalized loanenges and the discount on the retained unguaraptetdn; subsequent to the adoption of
fair value of SBA 7(a) loans on October 1, 2010BRS3ecognizes premium on loan sales as equal toasie premium plus the fair value of
the servicing income. Revenue is recognized orrdue date of the guaranteed portion, except asided below.

Upon recognition of each loan sale, the Comparginstservicing responsibilities and receives sargifees of a minimum of 1% of the
guaranteed loan portion sold. The Company is requip estimate its adequate servicing compensatitre calculation of its servicing asset.
The purchasers of the loans sold have no recoarsetCompany for failure of customers to pay an®eontractually due.

Subsequent measurements of each class of serdisgggs and liabilities may use either the amorbizahethod or the fair value measuren
method. NSBF has chosen to apply the amortizatiethad to its servicing asset, amortizing the assptoportion to, and over the period of,
the estimated future net servicing income on treeuging sold guaranteed portion of the loans aswkssing the servicing asset for
impairment based on fair value at each reportirtg.da the event future prepayments are significammpairments are incurred and future
expected cash flows are inadequate to cover theontized servicing assets, additional amortizatoimpairment charges would be
recognized. In evaluating and measuring impairneéservicing assets, NSBF stratifies its servicsgets based on year of loan and loan
term which are the key risk characteristics ofuhderlying loan pools. The Company uses an indegr@nghluation specialist to estimate the
fair value of the servicing asset by calculating inesent value of estimated future net servicagihdlows, using assumptions of
prepayments, defaults, servicing costs and discates that NSBF believes market participants waslkelfor similar assets. If NSBF
determines that the impairment for a stratum ispienary, a valuation allowance is recognized throaigiharge to current earnings for the
amount the amortized balance exceeds the currenalae. If the fair value of the stratum werddter increase, the valuation allowance may
be reduced as a recovery. However, if NSBF detersiihat impairment for a stratum is other than tanany, the value of the servicing asset
and any related valuation allowance is written-down

SBA Loan Interest and Feeslinterest income on loans is recognized as earndalarhis placed on non-accrual status if it excé&fldays

past due with respect to principal or interest amdhe opinion of management, interest or prinkipathe loan is not collectible, or at such
earlier time as management determines that theatability of such principal or interest is unligeBuch loans are designated as impaired
non-accrual loans. All other loans are definedexgpming loans. When a loan is designated as iragaion-accrual, the accrual of interest is
discontinued, and any accrued but uncollectedasténcome is reversed and charged against cupenations. While a loan is classified as
impaired non-accrual and the future collectabitityhe recorded loan balance is doubtful, collewtiof interest and principal are generally
applied as a reduction to principal outstanding.
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The Company passes certain expenditures it inoutgetborrower, such as force placed insuranceffinent funds fees, or fees it assesses,
such as late fees, with respect to managing the taese expenditures are recorded when incurred t®the uncertainty with respect to
collection of these passed through expendituressessed fees, any funds received to reimburgectmpany are recorded on a cash basis as
other income.

Insurance commissionsRevenues are comprised of commissions earned amiypres paid for insurance policies and are recoghatehe
time the commission is earned. At that date, tlriegs process has been completed and the Compangstimate the impact of policy
cancellations for refunds and establish reservies.ré&serve for policy cancellations is based otohcal cancellation experience adjusted by
known circumstances.

Other income: Other income represents revenues derived from tipgnanits that cannot be aggregated with otheimaiss segments. In
addition, other income represents one time recegan gains on investments. Revenue is recorded thleee is strong evidence of an
agreement, the related fees are fixed, the seovipeoduct has been delivered, and the collectfaherelated receivable is assured.

* Receivable feeReceivable fees are derived from the funding (paseh of receivables from finance clients. NBC rexoes the
revenue on the date the receivables are purchasegeacentage of face value as agreed to by idnetcThe Company also has
arrangements with certain of its clients wherelguitchases the client’s receivables and charges atfa specified rate based on the
amount of funds advanced against such receivablesfunds provided are collateralized and the ine@recognized as earnt

» Late feeslLate fees are derived from receivables NBC hashased that have gone over a certain period (usoetly 30 days) without
payment. The client or the client’'s customer isrghd a late fee according to the agreement witltlibat and NBC records the fees as
income in the month in which such receivable bepeest due

» Billing fees:Billing fees are derived from billing-only (ndimance) clients. These fees are recorded wheredawhich occurs when tl
service is rendere:

» Other feesThese fees include annual fees, due diligence fegsination fees, under minimum fees, and othes facluding finance
charges, supplies sold to clients, NSF fees, wies find administration fees. These fees are chapmdfunding, takeovers or
liquidation of finance clients. The Company alsoeiges commission revenue from various sout

The detail of total operating revenues includethancondensed consolidated statements of incoaeefslows for the three and nine months
ended:

Three months Nine months

ended September 30: ended September 30:
(In thousands): 2012 2011 2012 2011
Electronic payment processing $21,68¢ $20,70: $63,67+ $61,50¢
Web hosting and desic 4,52¢ 4,78 13,78° 14,38:
Premium incomt 3,15¢ 2,47¢ 7,95¢ 9,751
Interest incomt 894 564 2,432 1,93¢
Servicing fee incom— NSBF portfolio 56( 42: 1,53 1,14:
Servicing fee incom- external portfolios 1,517 39t 3,59z 1,04¢
Income from tax credit 122 324 441 954
Insurance commissiot 28¢€ 273 91k 79¢
Other income 714 70¢ 2,18¢ 1,98¢
Totals $33,45¢ $30,65" $96,52¢ $93,50:
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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 MasterCérd dues andgssemts, bank processing fees and costs paiddsptity processing networks. St
costs are recognized at the time the merchantacsings are processed or when the services arerperfi. Two of the most significant
components of electronic processing expenses iaéhtdrchange and assessment costs, which arg #et 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 feesledepbmarily 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 volumetrelgic payment processing costs also
include residual expenses. Residual expenses ggpife®s paid to third-party sales referral sourResidual expenses are paid under various
formulae as contracted. These are generally lindedvenues derived from merchants successfulgrmed to the Company and that begin
using the Company for merchant processing serviesh residual expenses are recognized in the Qorigpeondensed consolidated
statements of income.

Restricted Cash

Restricted cash includes cash collateral relating letter of credit; monies due on SBA loan-relatmittances and insurance premiums
received by the Company and due to third partiash dield by the Capcos restricted for use in magaad operating the Capco, making
qualified investments and for the payment of incaex@s; cash held in a pre-funding account whidhbei used by a securitization trust to
purchase future unguaranteed portions of SBA o@)d, cash reserves and prepaid interest assouwidlketthe securitization, cash held in
blocked accounts used to pay down bank note pagatdsh held for taxes and direct deposit assaciwitd our payroll operations and a cash
account maintained as a reserve against chargétssds. Following is a summary of restricted casbdgment:

(In thousands) September 30, 201 December 31, 201
Electronic payment processing $ 38t $ 284
Small business financ 5,97 9,26¢
All other 23€ 164
Corporate activitie: 1,06t 1,06:
Capcos 2,101 3,44¢
Totals $ 9,76¢ $ 14,22¢

Broker Receivable
Broker receivable represents amounts due from grartles for loans which have been traded at quane but have not yet settled.

Purchased Receivables

For clients that are assessed fees based on aidiszowell as for clients that are on a prime pdasschedule, purchased receivables are
recorded at the point in time when cash is rele&sée client. A majority of the receivables puashd with respect to prime plus
arrangements are recourse and are sold back thieheif aged over 90 days, depending on conted@greements. Purchased receivables are
included in accounts receivable on the condensesddtiolated balance sheets.

Investmentsin Qualified Businesses

The various interests that the Company acquirés nualified investments are accounted for unde¥d methods: consolidation, equity
method and cost method. The applicable accountetad is generally determined based on the Compafing interest or the economics
of the transaction if the investee is determinebd@ variable interest entity.

Consolidation Methodnvestments in which the Company directly or indile owns more than 50% of the outstanding votiegusities,

those the Company has effective control over, os¢fldeemed to be a variable interest entity in fivtie Company is the primary beneficiary
are generally accounted for under the consolidatiethod of accounting. Under this method, an inaest’s financial position and results of
operations are reflected within the Company’s cosdd consolidated financial statements. All sigatit inter-company accounts and
transactions are eliminated, including returnsrafgipal, dividends,
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interest received and investment redemptions. €helts of operations and cash flows of a consditlaperating entity are included through
the latest interim period in which the Company odragyreater than 50% direct or indirect votingriest, exercised control over the entity for
the entire interim period or was otherwise desigdais the primary beneficiary. Upon dilution of wohbelow 50%, or upon occurrence of a
triggering event requiring reconsideration as ®phmary beneficiary of a variable interest entibe accounting method is adjusted to the
equity or cost method of accounting, as approprfatesubsequent periods.

Equity MethodInvestments that are not consolidated, but oveclvtiie Company exercises significant influence aaeunted for under the
equity method of accounting. Whether or not the @any exercises significant influence with respedr investee depends on an evaluation
of several factors including, among others, repreg®n on the investee’s Board of Directors andhemship level, which is generally a 20%

to 50% interest in the voting securities of theeistee, including voting rights associated with@uenpany’s holdings in common, preferred
and other convertible instruments in the investialer the equity method of accounting, an investaetounts are not reflected within the
Company’s condensed consolidated financial statesnaowever, the Company’s share of the earnindssses of the investee is reflected in
the Company’s condensed consolidated financiadistants.

Cost Methodlnvestments not accounted for under the consotidair the equity method of accounting are accoufaednder the cost
method of accounting. Under this method, the Comigashare of the net earnings or losses of sucbsitieents is not included in the
Company’s condensed consolidated financial statesnelowever, cost method impairment charges amegrézed, 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 Ildated or realized.

The Company’s debt and equity investments havetantislly been made with funds available to Newttalough the Capco programs. These
programs generally require that each Capco meeatianom investment benchmark within five years dfiai funding. In addition, any funds
received by a Capco as a result of a debt repayaresguity return may, under the terms of the Capograms, be reinvested and counted
towards the Capcos’ minimum investment benchmarks.

Securitization Activities

NSBF engaged in two securitization transactionghefunguaranteed portions of its SBA 7(a) loar0ih0 and 2011. Because the transfe
these assets to the Newtek Small Business Loarn Z0d9€-1 (the “Trust”), a variable interest enfityIE”"), did not meet the accounting
criteria of a sale, it was accounted for as a sstborrowing despite having been a true sale egdlbBF continues to recognize the assets of
the VIE in loans held for investment and the asstedi financing of the VIE in notes payable on tbeoapanying condensed consolidated
balance sheets.

The liabilities recognized as a result of consdiitathe VIE do not represent additional claimstlom Company’s general assets; rather, they
represent claims against the specific assets oftieConversely, assets recognized as a resabdolidating the VIE do not represent
additional assets that could be used to satisfynslagainst the Company’s general assets. All@Bsets and the liabilities of the VIE are
presented parenthetically on the accompanying aw®tbconsolidated balance sheets.

Share - Based Compensation

All share-based payments to employees are recajimizbe financial statements based on their fain&s using an option-pricing model at
the date of grant. The Company recognizes compiensaih a straight-line basis over the requisit@iserperiod for the entire award. The
Company has elected to adopt the alternative tiansnethod for calculating the tax effects of ghbased compensation. The alternative
transition method includes a simplified method dtablish the beginning balance of the additionaljracapital pool related to the tax effects
of employee share-based compensation, which isadaito absorb tax deficiencies.

Fair Value

The Company adopted the methods of fair value leeviss financial assets and liabilities. The Compaarries its credits in lieu of cash,
prepaid insurance and notes payable in crediigindf cash at fair value. In addition, the Compalected on October 1, 2010 to fair value
SBA loans held for investment and SBA loans hefdstde. The Company also carries impaired loans #ret ceal estate owned at fair val
Fair value is based on the price that would beivedeto sell an asset or paid to transfer a ligbifi an orderly transaction between market
participants at the measurement date. In orderd@ase consistency and comparability in fair vaheasurements, the Company utilized a
fair value hierarchy that prioritizes observablée anobservable inputs used to measure fair vakoetlimee broad levels, which are described
below:
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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 aiva@kchange market, as well as certain U.S. Trgasther U.S. Government and
agency mortgac-backed debt securities that are highly liquid aredeactively traded in ov-the-counter markets

Level 2 Observable inputs other than Level 1 prices, ssauated prices for similar assets or liabilitiggoted 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 andliteds include debt securities with quoted pridesttare traded less frequently than
exchange-traded instruments and derivative comstrabse value is determined using a pricing modi#l iwputs that are
observable in the market or can be derived pritlgifieom or corroborated by observable market datds category generally
includes certain U.S. Government and agency moetdpagked debt securities, corporate debt secyritegdvative contracts and
residential mortgage loans h-for-sale.

Level 3 Unobservable inputs that are supported by littla@market 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. Thiegory generally includes certain private eqgimtiestments, retained
residual interests in securitizations, residemtiattgage servicing rights, and highly structuredbog-term derivative contract

Income Taxes

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

The Company’'s U.S. Federal and state income taxneiprior to fiscal year 2007 are closed and mamegt continually evaluates expiring
statutes of limitations, audits, proposed settldsyarhanges in tax law and new authoritative raing

Accounting for Uncertainty in |ncome Taxes

The ultimate deductibility of positions taken ompexted to be taken on tax returns is often uneertaiorder to recognize the benefits
associated with a tax position taken (i.e., geheeatleduction on a corporation’s tax return), ¢éimity must conclude that the ultimate
allowability of the deduction is more likely thaotnlf the ultimate allowability of the tax positiexceeds 50% (i.e., it is more likely than
not), the benefit associated with the positioreisognized at the largest dollar amount that ha®riam a 50% likelihood of being realized
upon ultimate settlement. Differences between tasitjpns taken in a tax return and recognized gétherally result in (1) an increase in
income taxes currently payable or a reduction ilnanme tax refund receivable or (2) an increase dieferred tax liability or a decrease in a
deferred tax asset, or both (1) and (2).

Concentrations of Credit Risk

Financial instruments that potentially subject @mmpany to concentrations of credit risk consistaxth, 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 Deposiuiance Corporation (FDIC) insured limits.

The Company sells its services to businesses thomighe United States. The Company performs omgoiedit evaluations of its customers’
financial condition and, generally, requires ca@tat, such as accounts receivable and/or othetsaskthe client, whenever deemed neces
For the three and nine months ended Septembe03@,&hd 2011, no single customer accounted for dOftore of the Company’s revenue,
or of total accounts receivable at September 302 20hd December 31, 2011.

Fair Value of Financial | nstruments

As required by the Financial Instruments Topichef FASB ASC, the estimated fair values of finantiatruments must be disclosed.
Excluding fixed assets, intangible assets, gooduwiilt prepaid expenses and other assets (exclagingted below), substantially all of the
Company'’s assets and liabilities are considereghfiral instruments as defined under this standgail.value estimates are subjective in
nature and are dependent on a number of signifassumptions associated with each instrument apgob similar instruments, including
estimates of discount rates, risks associated spititific financial instruments, estimates of futcash flows and relevant available market
information.
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The carrying values of the following balance shghs approximate their fair values primarily dogheir liquidity and short-term or
adjustable-yield nature:

» Cash and cash equivale!
* Restricted cas
» Broker receivabl
» Accounts receivabl
* Notes payabl
» Accrued interest receivable (included in prepaidesses and other asse
» Accrued interest payable (included in accounts pleyand accrued expens:
» Accounts payable and accrued expei
The carrying value of investments in Qualified Biesises (included in prepaid expenses and otha@spssedits in lieu of cash and notes

payable in credits in lieu of cash as well as SBank held for investment and SBA loans held fog approximate fair value based on
management’s estimates.

Reclassification

Certain prior period amounts, including cash, festd cash, purchased receivables and client hexd#l tvith respect to the operations of Nt
have been reclassified to conform to current quaresentation. Purchased receivables, reduce@ 81 $,000 are included in accounts
receivable and client hold back, reduced by $2(@Bjs included in accounts payable and accruedresgs on the condensed, consolidated
balance sheet. Restricted cash was increased [2y0RIBwhile cash was decreased by the same amount.

New Accounting Standards

In July 2012, the FASB issued ASU No. 2012-02,dhgibles - Goodwill and Other (ASC Topic 350): Tegtindefinite-Lived Intangible
Assets for Impairment,” which permits an entityfitst assess qualitative factors to determine wéeitis more likely than not that an
indefinite-lived intangible asset is impaired dsaais for determining whether it is necessary téopa the quantitative impairment test in
accordance with Subtopic 350-30 (ASU 2011-08). Tiei standard is effective for fiscal years thajibafter September 15, 2012; the
Company is still evaluating the impact of adoptirighis standard, but it is not anticipated to haveaterial impact on the Company’s
financial condition or results of operations.
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NOTE 3 — FAIR VALUE MEASUREMENTS:

Fair Value Option Elections

Effective January 1, 2008, the Company adopted/dire accounting concurrent with the electionhef fair value option. The accounting
standard relating to the fair value measuremeatsfiels the definition of fair value and descrilmesthods available to appropriately measure
fair value in accordance with GAAP. The accounstandard applies whenever other accounting stasdacire or permit fair value
measurements. The accounting standard relatirftetéatr value option for financial assets and ficiahliabilities allows entities to

irrevocably elect fair value as the initial and sepuent measurement attribute for certain finarasiséts and financial liabilities that are not
otherwise required to be measured at fair valuth @hianges in fair value recognized in earningtheg occur. It also establishes presentation
and disclosure requirements designed to improvepaoability between entities that elect differentasierement attributes for similar assets
and liabilities.

On January 1, 2008, the Company elected the faievaption for valuing its Capcos’ credits in lieficash, notes payable in credits in lieu of
cash and prepaid insurance.

On October 1, 2010, the Company elected the fairevaption for valuing its SBA 7(a) loans fundedamafter that date which are includec
SBA loans held for investment and SBA loans hefdstde.

The Company elected the fair value option in otdeeflect in its financial statements the assuongithat market participants use in
evaluating these financial instruments.

Assets and Liabilities Measured at Fair Value on &ecurring Basis (In thousands):

Fair Value Measurements at September 30, 2012 Usin

Total Gains
(In thousands): Total Level 1 Level 2 Level 3 and (Losses
Assets
Credits in lieu of cas $10,06: $— $10,06¢ $ — $ —
SBA loans held for investme 36,41 — — 36,41: (1,06%)
SBA loans held for sal 1,04¢ — 1,04¢ — (159
Total asset $47,52; $— $11,117 $36,41: $ (1,21))
Liabilities
Notes payable in credits in lieu of ce $10,060 $— $10,06: $ — $ 21
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Assets and Liabilities Measured at Fair Value on &ecurring Basis as (in thousands):

Fair Value Measurements at December 31, 2011 Usin

Total Gains
(In thousands): Total Level 1 Level 2 Level 3 and (Losses
Assets
Credits in lieu of cas $16,94¢ $— 16,94¢ $ — $  —
SBA loans held for investme 21,85} — — 21,85’ (2,397)
SBA loans held for sal 2,19¢ — 2,19¢ — 26E
SBA loans transferred, subject to premium reco — — — — (3,36¢)
Total asset $41,000 $— $19,14¢ $21,85° $ (5,499
Liabilities
Notes payable in credits in lieu of ce $16,94¢ $— $16,94¢ $ — $ 41

Credits in Lieu of Cash, Prepaid Insurance and Notg Payable in Credits in Lieu of Cash

The Company elected to account for both credit@inof cash and notes payable in credits in liecash at fair value in order to reflect in its
condensed consolidated financial statements therga®ns that market participant’s use in evalugathrese financial instruments.

Under the cost basis of accounting, the discoursrased to calculate the present value of thatsredieu of cash and notes payable in
credits in lieu of cash did not reflect the crestihancements that the Company’s Capcos obtainedGiteartis, Inc. (“Chartis”) (the renamed
property and casualty holdings of American Inteoral Group, Inc., “AlG”), namely its AA+ rating auch time, for their debt issued to
certified investors. Instead the cost paid fordrezlit enhancements was recorded as prepaid irsueand amortized on a straight-line basis
over the term of the credit enhancements.

With the adoption of the fair value measuremerftr@ncial assets and financial liabilities and éhection of the fair value option, credits in
lieu of cash and notes payable in credits in liecash are valued based on the yields at whicnéi@hinstruments would change hands
between a willing buyer and a willing seller whée former is not under any compulsion to buy ardldlter is not under any compulsion to
sell, both parties having reasonable knowledgelefrant facts. The accounting standards requiréaihgalue of the assets or liabilities to be
determined based on the assumptions that markttipants use in pricing the financial instrumdntdeveloping those assumptions, the
Company identified characteristics that distinguisdrket participants generally, and consideredfacpecific to (a) the asset type, (b) the
principal (or most advantageous) market for thetgsoup, and (c) market participants with whomréq@orting entity would transact in that
market.

Based on the aforementioned characteristics amigtim of the Chartis credit enhancements, the Comppatieves that market participants
purchasing or selling its Capcatebt, and therefore its credits in lieu of cash aoigs payable in credits in lieu of cash, viewperformance
risk to be equal to the risk of Chartis nonperfonaerisk 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 ratea@¢o comparable U.S. Dollar denominated debtumsénts issued by Chartis’ parent, AlG.
Because the value of notes payable in crediteindif cash directly reflects the credit enhancembtdined from Chartis, the unamortized
cost relating to the credit enhancement will caadee separately carried as an asset on the Corspaotydensed consolidated balance sheets
and is incorporated in notes payable in creditginof cash.
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Fair value measurements:

The Company’s Capcos’ debt, enhanced by Chartisanse, effectively bears the nonperformance risBhartis. The closest trading
comparators are the debt of Chartis’ parent, Alteréfore the Company calculates the fair valueotii the credits in lieu of cash and notes
payable in credits in lieu of cash using the yialfisarious AIG notes with similar maturities tockeof the Company’s respective Capcos’
debt (the “Chartis Note Basket”). The Company @édb discontinue utilizing AIG’s 7.70% Series Alsnior Subordinated Debentures
because those long maturity notes began to traitheclvaracteristics of a preferred stock after AéGeived financing from the United States
Government. The Company considers the Chartis Ragiket a Level 2 input under fair value accountsigge it is a quoted yield for a
similar liability that is traded in an active exclgg market. The Company selected the Chartis Naskd as the most representative of the
nonperformance risk associated with the Capco rmeause they are Chartis issued notes, are actiaeled and because maturities match
credits in lieu of cash and notes payable in csdditieu of cash.

After calculating the fair value of both the cradit lieu of cash and notes payable in creditgein bf cash, the Company compares their
values. This calculation is done on a quarterlysh&Zalculation differences primarily due to taedit 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 the notegbfgin credits in lieu of cash and has no ottaduer to the Company, Newtek determined
that the credits in lieu of cash should equal thies payable in credits in lieu of cash.

On December 31, 2011, the yield on the Chartis Baisket was 5.53%. As of September 30, 2012, tteetda Company revalued the asset
and liability, the yields on the Chartis notes aggd 2.16% reflecting changes in interest ratéisammarketplace. This decrease in yield
decreased both the fair value of the credits in diEcash and the fair value of the notes payabteeadits in lieu of cash. The Company
increased the value of the credits in lieu of dasbqual the value of the notes payable in credliligu of cash because the credits in lieu of
cash can only be used to satisfy the liability engt equal the value of the notes payable in grédiieu of cash at all times. The net change
in fair value reported in the Company’s condensatsolidated statements of income for the threenamel months ended September 30, 2012
was a loss of $(20,000) and a gain of $21,000 ecsely.

On December 31, 2010, the yield on the Chartis Batgket was 4.38%. As of September 30, 2011, tteetda Company revalued the asset
and liability, the yields on the Chartis notes aged 6.05% reflecting changes in interest ratéisaémmarketplace. This increase in yield
decreased both the fair value of the credits in diEcash and the fair value of the notes payabteedits in lieu of cash. The Company
increased the value of the credits in lieu of daskqual the value of the notes payable in cradiigu of cash because the credits in lieu of
cash can only be used to satisfy the liability emgt equal the value of the notes payable in grédiieu of cash at all times. The net change
in fair value reported in the Company’s condensmtsolidated statements of income for the threenamel months ended September 30, 2011
was a gain (loss) of $(46,000) and $30,000, regpdyt

Changes in the future yield of the Chartis Notek®asvill result in changes to the fair values of tiredits in lieu of cash and notes payable in
credits in lieu of cash when calculated for futpegiods; these changes will be reported througlCdmapany’s condensed consolidated
statements of income.
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SBA 7(a) Loans

On October 1, 2010, the Company elected to utilieefair value option for SBA 7(a) loans fundedarafter that date. Management believed
that doing so would promote its effort to both slifiypand make more transparent its financial staeta by better portraying the true
economic value of this asset on its balance shebsttement of income. NSBF originates, funds,samdices government guaranteed loans
under section 7(a) of the Small Business Act. TBA 8oes not fully guarantee the SBA 7(a) Loans:3BNA 7(a) Loan is bifurcated into a
guaranteed portion and an unguaranteed portioh, @&auing interest on the principal balance ohsuartion at a per annum rate in effect
from time to time. NSBF originates variable intédesins, usually set at a fixed index to the Priate that resets quarterly. Primarily, NSBF
has made SBA 7(a) loans carrying guarantees of atd85%; from 2009 through early 2011 under a specogram, most of the loans
NSBF originated carried a guarantee of 90%. NSBI historically and as a matter of its business psells the guaranteed portions via !
Form 1086 into the secondary market when the gteedrportion becomes available for sale upon th&irey) and fully funding of the SBA 7
(a) loan and retains the unguaranteed portions aiglament recognized that the economic value in tlaeamteed portion did not inure to
NSBF at the time of their sale but rather whengharanty attached at origination; amortization acting by its nature does not recogr

this increase in value at the true time when iuoed. Under fair value, the value of the guaraigeecorded when it economically occurs at
the point of the creation and funding of the loamd is not delayed until the sale occurs. Conteammusly, the value of the unguaranteed
portion will also be determined to reflect the fdidlir value of the loan.

Although the fair value election is for the ent8BA 7(a) loan, the Company primarily sells the gméeed portions at the completion of
funding. The need to record the fair value fordiaranteed portion of the loan will primarily ocaunen a guaranteed portion is not traded at
period end (“SBA loans held for sale”). The unguéead portion retained is recorded under “SBA Idald for investment.”

SBA Loans Held for | nvestment

For loans that completed funding before Octob@010, SBA loans held for investment are reportatieit outstanding unpaid principal
balances adjusted for charge-offs, net deferrenl domination costs and the allowance for loandss$or loans that completed funding on or
after October 1, 2010, management elected to &irevSBA loans held for investment within the fafue hierarchy that prioritizes
observable and unobservable inputs utilizing L&sehobservable inputs which reflect the Companys expectations about the
assumptions that market participants would useiaging the asset (including assumptions about rifke Company considers the pricing
reflected in its securitization activities to be thest indicator of the fair value discount useth&asure loans held for investment. As disct

in the Companys 2011 10K, the Company was able to securitizeritgiaranteed portions of its SBA 7(a) loans angeidsotes to an inves
with a S&P rating of “AA.”

The fair value measurement, currently recorded@8% upfront discount of the unguaranteed priridijpéance of SBA loans held for
investment, is based upon the investor price paidhie senior interest in our unguaranteed loatis Kgspect to our two securitized
transactions, and adjusted for the estimated segvand interest income retained by the trust aveestimated repayment term of three years.
This was further adjusted to reflect the estimatefdult rate on the senior notes based on the ldefde on our loan portfolio, assuming a
worst case scenario of no recoveries. Should thfenpeance of the underlying loans to the senioeaathange, this could impact the
assumptions used in the estimated repayment temelhas the estimated default rate and thus rasalthigher or lower discount rate taken
in the future; management reviews these assumptagnsarly. If a loan measured at fair value issaduently impaired, then the fair value of
the loan is measured based on the present vakexpetted future cash flows discounted at the beaffective interest rate, or the fair value
the collateral if the loan is collateral dependdiie significant unobservable inputs used in tlirevidue measurement of the impaired loans
involve management’s judgment in the use of madkéd and third party estimates regarding collateales. Such estimates are further
discounted by 20% - 80% to reflect the cost ofitiating the various assets under collateral. Aysequent increases or decreases in any of
the inputs would result in a corresponding decreasecrease in the reserve for loan loss. Bectheséoans bear interest at a variable rate,
NSBF does not have to factor in interest rate

Below is a summary of the activity in SBA loansdhdr investment, at fair value for the nine mornginsled September 30, 2012 and the year
ended December 31, 2011, respectively, (in thousand

September 30, 201 December 31, 201
Balance, beginning of period $ 21,85% $ 2,31(
SBA loans held for investment, originat 16,74 22,38t
Payments receive (1,129 (44¢)
Fair value los! (1,069 (2,399
Balance, end of peric $ 36,41: $ 21,85’
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SBA LoansHeld For Sale

For guaranteed portions funded, but not yet tradexhch measurement date, management elected valize SBA loans held for sale within
the fair value hierarchy that prioritizes obsereaéshd unobservable inputs used to measure faie wallizing Level 2 assets. These inputs
include debt securities with quoted prices thatterded less frequently than exchange-traded im&tnts or have values determined using a
pricing model with inputs that are observable ia tharket. The secondary market for the guarantegibps is extremely robust with broker
dealers acting as primary dealers. NSBF sells aglyuhto the market and can quickly price its Isdor sale. The Company values the
guaranteed portion based on market prices equhétguaranteed loan amount plus a premium thaidesl both an upfront cash payment
(utilizing quoted prices) and the value of a stredmpayments representing servicing income receivexkcess of NSBF’s servicing cost
(valued using a pricing model with inputs that abservable in the market).

SBA Loans Transferred, Subject to Premium Recourse

In 2010, a new accounting standard codified int@A®pic 860, “Transfers and Servicing,” requiredtfte guaranteed portions transferred
that the Company, due to the premium warranty folyrincorporated in SBA Form 1086 (the warrantysmhas part of the form on
February 7, 2011), establish a new asset relatétetguaranteed portion of SBA 7(a) loans contidhtisold but subject to premium recoul
Prior to October 1, 2010, guaranteed loans traresfan the secondary market are carried at costg&aranteed portions funded on or after
October 1, 2010, management elected to fair vaki I8ans transferred, subject to premium recouribimthe fair value hierarchy that
prioritizes observable and unobservable inputgzing Level 2 assets. The Company valued the gteedrportion based on market prices
equal to the guaranteed loan amount plus a prerthiatincludes both an upfront cash payment (utiizjuoted prices) and the value of a
stream of payments representing servicing incoroeived in excess of NSBF'’s servicing cost (valusitigi a pricing model with inputs that
are observable in the market).

Other Fair Value Measurements
Assets Measured at Fair Value on a Non-recurring Bsis are as follows (In thousands):

Fair Value Measurements at September 30, 2012 Usin

Total Level 1 Level 2 Level 3 Total Losse!

Assets
Impaired loan: $ 7,47¢ $— $ — $ 7,47¢ $ (359
Other rec-estate owne 21F — 21k — (13¢)
Total asset $ 7,68¢ $— $ 21t $ 7,474 $ (499

Fair Value Measurements at December 31, 2011 Usin

Total Level 1 Level 2 Level 3 Total Losse!

Assets
Impaired loan: $ 6,97¢ $— $ — $ 6,97¢ $ (75))
Other ree-estate owne 46¢ — 46¢ — (43
Total asset $ 7,44 $— $ 46¢ $ 6,97¢ $ (799
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Impaired loans

Impairment of a loan is measured based on the preatue of expected future cash flows discountati@loans effective interest rate, or t

fair value of the collateral if the loan is colleibdependent. Impaired loans for which the cagyamount is based on fair value of the
underlying collateral are included in assets apdmed at estimated fair value on a non-recurriagjd) both at initial recognition of
impairment and on an on-going basis until recowerghargesff of the loan amount. The significant unobsereahbputs used in the fair val
measurement of the impaired loans involve managésijendgment in the use of market data and thindypastimates regarding collateral
values. Such estimates are further discounted by 280% to reflect the cost of liquidating the wais assets under collateral. Valuations in
the level of impaired loans and corresponding impant affect the level of the reserve for loan éas#\ny subsequent increases or decrease:
in any of the inputs would result in a correspondiecrease or increase in the reserve for loan loss

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

The estimated fair value of other real-estate owae@lculated using observable market informatioduding bids from

prospective purchasers and pricing from similarkaebtransactions where available. The value is gdiyadiscounted between 20-25% based
on market valuations as well as expenses assodidttedecuring the Company’s interests. Where bidrimation is not available for a

specific property, the valuation is principally bdsupon recent transaction prices for similar prisge that have been sold. These comparable
properties share comparable demographic charaateri®ther real estate owned is generally class$ifiithin Level 2 of the valuation
hierarchy.

NOTE 4 — SBA LOANS:

SBA loans are geographically concentrated in Féo(it2.5% of the portfolio), New York (10.5% of thertfolio) and New Jersey (9.5% of
portfolio). Below is a summary of the activity inet SBA loans held for investment, net of SBA loasslreserves for the nine months ended
September 30, 2012 (in thousands):

Balance at December 31, 20 $40,41:
SBA loans funded for investme 16,99¢
Fair value adjustmel (1,067)
Payments receive (3,267
Loans foreclosed into real estate ow (55)
Provision for SBA loan losse (365)
Discount on loan originations, n 23¢
Balance at September 30, 2( $52,90:

Below is a summary of the activity in the resergelbdan losses for the nine months ended Septe&the2012 (in thousands):

Balance at December 31, 20 $2,90(
SBA loan loss provisio 36t
Recoveries 18
Loan charg-offs (911
Balance at September 30, 2( $2,37:

Below is a summary of the activity in the SBA lodredd for sale for the nine months ended Septe®®e2012 (in thousands):

Balance at December 31, 20 $ 2,19¢
Originations of SBA Loans held for s¢ 55,14"
Fair value adjustmel (159
SBA loans traded, reclassified as held for : 254
SBA loans sol¢ (56,39)
Balance at September 30, 2( $ 1,04¢
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All loans are priced at the Prime interest rates @ipproximately 2.75% to 3.75%. The only loans wifixed interest rate are defaulted loans
of which the guaranteed portion sold is repurchdsed the secondary market by the SBA, while thguaranteed portion of the loans still
remains with the Company. As of September 30, 200December 31, 2011, net SBA loans receivabtkfoelinvestment with adjustable
interest rates amounted to $53,753,000 and $4@aUsrespectively.

For the nine months ended September 30, 2012 & ##te Company funded approximately $72,433,0@0%&7,598,000 in loans and sold
and transferred approximately $56,397,000 and $82000 of the guaranteed portion of the loans,eetspely. Receivables from loans trac
but not settled of $10,533,000 and $4,911,000 &eptember 30, 2012 and December 31, 2011, resplgctare presented as broker
receivable in the accompanying condensed consetldadlance sheets.

The outstanding balances of loans past due nirsty dr more and still accruing interest as of Seper 30, 2012 and December 31, 2011
amounted to $809,000 and $516,000, respectively.

At September 30, 2012 and December 31, 2011, itofadired non-accrual loans amounted to $7,474,00058,978,000, respectively. For
the nine months ended September 30, 2012 anddoretér ended December 31, 2011, the average baldimpaired non-accrual loans was
$6,875,000 and $7,995,000, respectively. Approxatye1,964,000 and $2,428,000 of the allowancéd@an losses were allocated against
such impaired non-accrual loans, respectively.

The following is a summary of SBA loans held fovestment as of:

September 30, 201, December 31, 201.

(In thousands) Fair Value Cost Basit Fair Value Costs Basi
Due in one year or le: $ — $ 43 $ — $ 1,03¢
Due between one and five ye: — 4,29( — 3,39(
Due after five year 40,15: 15,67( 24,53¢ 18,41:
Total 40,15: 20,001 24,53¢ 22,83¢
Less : Allowance for loan loss — (2,372 — (2,900
Less: Deferred origination fees, t — (1,140 — (1,38
Less: Fair value adjustme (3,747 — (2,67¢) —

Balance (net $36,41: $16,49: $21,85] $ 18,55¢

NOTE 5 — SERVICING ASSET:

Servicing rights are recognized as assets when|8&8#s are accounted for as sold and the rightsrioce those loans are retained. The
Company measures all separately recognized segvassets initially at fair value, if practicablenéeTCompany reviews capitalized servicing
rights for impairment which is performed based isk strata, which are determined on a disaggredadsis given the predominant risk
characteristics of the underlying loans. The preidamt risk characteristics are loan term and yééwam origination.

The changes in the value of the Company’s servidgtgs for the nine months ended September 302 2&ke as follows:

(In thousands)

Balance at December 31, 20 $3,42(
Servicing rights capitalize
Servicing assets amortiz:
Balance at September 30, 2( ,

©$

N
(01N
NL 9

During the nine months ended September 30, 20@2Cdmpany revised its estimate for the amortizgpiemod of the servicing asset from
3.94 years to 5.00 years. Variables supportingdhége in the rate of amortization included a eleee in loan prepayment speeds, an
extended weighted average maturity date of the pmatfolio, and improvements in the credit standifigts loan customers. The effect of this
change resulted in a $119,000 reduction in seryiasset amortization for the nine months endedeBaptr 30, 2012.
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The estimated fair value of capitalized servicights was $4,153,000 and $3,420,000 at Septemh&03@ and December 31, 2011,

respectively. The estimated fair value of servicisgets at both balance sheet dates was deterasimega discount rate of 14%, weighted
average prepayment speeds ranging from 1% to 18pemndiing upon certain characteristics of the laatfgio, weighted average life of 3.
years, and an average default rate of 6%. The Coynpses an independent valuation specialist tonasti the fair value of the servicing as

The unpaid principal balances of loans servicedfbers are not included in the accompanying coselgconsolidated balance sheets. The
unpaid principal balances of loans serviced for R&Rd others within the NSBF originated portfolieres $328,853,000 and $286,113,000 as
of September 30, 2012 and December 31, 2011, ridggplgc The unpaid principal balances of loans &g for others which were not
originated by NSBF and are outside of the Newtetfplio were $258,776,000 and $136,971,000 as ptSeber 30, 2012 and December
2011, respectively.

NOTE 6 — NOTES PAYABLE:
At September 30, 2012 and December 31, 2011, thep@oy had long-term debt outstanding comprisetdi®fallowing (in thousands):

September 3C December 31
2012 2011
Notes payable
Capital One lines of credit (NSB|
Guaranteed lin $ 10,99 $ 5,35t
Unguaranteed lin 7,901 3,00¢
Summit Partners Credit Advisors, L.P. (NE 8,19¢ —
Sterling National line of credit (NBC 6,07¢t 3,77
Capital One term loan (NT 1,111 1,42¢
Total notes payabile 34,27¢ 13,56¢
Note payable Securitization trus 23,15; 26,36¢
Total notes payabl $ 57,43( $ 39,93

On April 26, 2012, the Company closed a $15,00088€ond Lien Credit Facility (the “Facilityf3sued by Summit Partners Credit Advist
L.P. (“Summit”), comprised of a $10,000,000 terradpwhich was drawn at closing, and a $5,000,004ydd draw term loan to be made
upon the satisfaction of certain conditions. Thediwere used primarily for general corporate psegancluding the origination of SBA 7(a)
loans. The loan bears interest at 12.5% per anmutheoamount outstanding plus payment-in-kind ggeat 2.5%, which can either be paid
quarterly in arrears or added to the outstandiag Emount. The Facility will mature in 5.5 yearsl @an be prepaid without penalty at any
time following the second anniversary of the clgsitate.

In addition to a second lien on all of the Compargssets behind the first lien held by Capital ®hé,, the principal lender to the
Company’s SBA lender, NSBF, Summit was given sed@rdsecured guarantees by each of the Companiyisipal subsidiaries: NTS and
Universal Processing Services of Wisconsin, LLCwal as certain other smaller subsidiaries. Thex@any has also committed to attempt to
obtain the approval of the SBA for NSBF to provadguaranty to Summit of the Compasigbligations; the ability of the Company to acle
this approval is the precondition to the Compantaiviing the $5,000,000 delayed draw.

Total closing fees were approximately $1,033,00&tvincluded a 3% fee paid to Summit on the aggeegmount of the Facility, as well as
legal, accounting and other closing related costislwwere recorded as deferred financing costsaamartized over the life of the facility. T
majority of these fees were paid at closing antededgainst the initial draw down. Net cash prosaedeived at closing were $9,353,000.

In addition, the Company issued to Summit a wamreptesenting the right to purchase 1,696,810 comshares, or 4.4% of the Company’s
current outstanding common equity. The warrankes@sable at $0.02 per share, included registraights and anti-dilution protection,
which has been subsequently removed. Summit ishteti from selling any common shares it receives
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on exercise of the warrant for a period of 24 meritlowing the closing; provided, however, thattie Company common shares trade a
above $2.25 per share for a period of fifteen contsee days, Summit will have the ability to séletcommon shares. Any sales by Summit
will be subject to a right of first refusal in favof the Company. The Facility calls for finanat@ivenants such as minimum EBITDA,
maximum capital expenditures, minimum unrestrictash and cash equivalents, minimum tangible nethwaoxd maximum leverage.

In accordance with ASC 470 and ASC 815 the accogritir these warrants reflects the notion thacthesideration received upon issuance
must be allocated between the debt and the wazcamponents based on the relative fair values ofléie instrument without the warrants
and of the warrants themselves at time of issuaioe warrant was originally recorded as a liabjlidye to an anti-dilution provision and was
marked to market on the first reporting date, aneJ80, 2012. The remainder of the proceeds wasatld to the debt instrument portion of
the transaction. As such, the note was initiallpygd at $8,041,000, and the difference of $1,953908s allocated to the value of the warr:
and recorded as debt discount, which is being anedrbver the life of the note using the interestimd. Debt discount amortization for the
three and nine months ended September 30, 20133800 and $157,000, respectively, and is includédterest expense in the
Company'’s condensed consolidated statements ofiec®he warrant was replaced and the anti-dilyirewision was removed to reflect
management and Summit’s original understandingirtedt related to the warrants. As a result, subsetto July 1, 2012, the warrants were
reclassified to a component of equity and will ander be marked to market.

Through September 30, 2012, the Company has dapia$1,033,000 of deferred financing costs attable to the Summit facility of which
$82,000 has been amortized and included in intesgstnse. The net balance of $951,000 is includgdepaid expenses and other assets in
the Company'’s condensed consolidated balance sheet.

Total interest expense related to the Summit fimanfor the three and nine months ended Septenthe2®.2 was $521,000 and $901,000,
respectively, which includes interest, paymentdiimdkinterest, discount on the valuation of the watrand amortization of deferred financing
costs.

NOTE 7 — TREASURY STOCK:

Shares of common stock repurchased by us are extatccost as treasury stock and result in a remfuof equity in our consolidated balance
sheet. From time-to-time, treasury shares may igsued as part of our stotlased compensation programs. When shares areae,sge us
the weighted average cost method for determinirsg dde difference between the cost of the shardglee issuance price is added or
deducted from additional paid-in capital.

At September 30, 2012, the Company was holding3102b of its common shares as Treasury Stock, whahdes 472,814 shares issued to
an affiliate and re-acquired in settlement of aligaition to the Company. During the first nine mmsmbf 2012, the Company acquired
780,920 common shares in open market transactiothsr warious Board authorizations.

NOTE 8 — STOCK OPTIONS AND RESTRICTED STOCK:

The Company had three share-based compensationgdasf September 30, 2012 and 2011, respecti@bbreholders of the Company
approved a new share-based plan at the 2011 amading. For the nine months ended September 3@ &0d 2011, compensation cost
charged to operations for those plans was $406000193,000, respectively, of which $320,000 al84$00 are included in salaries and
benefits, and $86,000 and $29,000 are included géreeral and administrative costs in the Compaogtslensed consolidated statements of
income for the nine months ended September 30, 20d2011, respectively.

In March 2011, Newtek granted certain employeescetives and board of directors an aggregate @2]000 restricted shares valued at
$1,941,000. The grants vest on July 1, 2014. Thev&due of these grants was determined usingdhesalue of the common shares at the
grant date. The restricted shares are forfeitaptewearly voluntary or involuntary termination bet
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employee. Upon vesting, the grantee will receive common share for each restricted share vestatkridne terms of the plan, these share
awards do not include voting rights until the skarest. The Company charged $134,000 and $37800¢lare-based compensation expense
during the three and nine months ended Septemh@03@, respectively, in connection with the vegiieriod associated with these grants.

In the second quarter of 2012, Newtek granted icegimployees and executives an aggregate of 124d3®icted shares valued at $184,000.
The grants vest on July 1, 2014. The fair valuthe$e grants was determined using the fair valibeofommon shares at the grant date. The
restricted shares are forfeitable upon early valnor involuntary termination of the employee. Wp@sting, the grantee will receive one
common share for each restricted share vested.ruheléerms of the plan, these share awards dmdoide voting rights until the shares
vest. The Company charged $10,000 and $25,00Catediased compensation expense during the threeim@mdonths ended September 30,
2012 in connection with the vesting period assediatith these grants.

There were no options granted during the nine nmoatided September 30, 2012.

As of September 30, 2012 and December 31, 201t thas $1,041,000 and $1,426,000 of total unreeegintompensation costs related to
non-vested share-based compensation arrangemantedunder the 2000, 2003 and 2010 plans. Thatxespected to be recognized
ratably through July 2014.

NOTE 9 — EARNINGS PER SHARE:

Basic earnings per share is computed based ondighted average number of common shares outstafehetuding treasury shares) during
the period. The effect of common share equivalsnitscluded in the calculation of diluted earnings share only when the effect of their
inclusion would be dilutive.

The calculations of earnings per share were:

Three months Nine months
ended September 30: ended September 30:

(In thousands except per share data’ 2012 2011 2012 2011
Numerator for basic and diluted E-~ income available to common

shareholder $ 1,472 $ 88C $ 4,00¢ $ 1,101
Denominator for basic EF- weighted average shatr 35,20( 35,71¢ 35,63: 35,70:
Effect of dilutive securitie 2,32( 82¢ 1,01¢ 694
Denominator for diluted EP- weighted average shar 37,52( 36,544 36,64¢ 36,39"
Earnings per share: Basic and dilu $ 0.0¢ $ 0.0Z $ 0.11 $ 0.0%
The amount of ar-dilutive shares/units excluded from above is a®W:
Stock options and restricted sha — 782 75C 271
Warrants 50 50 50 50
Contingently issuable shar 83 83 83 83

NOTE 10 — COMMITMENTS AND CONTINGENCIES:

In the ordinary course of business, the Company fircay time to time be party to lawsuits and claifise Company evaluates such matters
on a case by case basis and its policy is to covigsrously any claims it believes are without quatiing merit. The Company is currently
involved in various contract claims and litigatioratters. Management has reviewed all claims agdirs€ompany with counsel and has
taken into consideration the views of such couaséb the outcome of the claims, and on that hhsi€ompany has determined that it is
“reasonably possible” that claims will result ihoas in the near term which it estimates to be betw$100,000 and $500,000.
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NOTE 11 — SEGMENT REPORTING:

Operating segments are organized internally prignhyi the type of services provided. The Company diggregated similar operating
segments into six reportable segments: Electroamjonent processing, Managed technology solutionsllSmasiness finance, All other,
Corporate and Capcos.

The Electronic payment processing segment is aggent of credit card transactions, as well as &ebar of credit card and check approval
services to the small- and medium-sized busineskahd&xpenses include direct costs (included $efarate line captioned electronic
payment processing costs), professional fees,isaland benefits, and other general and admiriistraosts, all of which are included in the
respective caption on the condensed consolidaseensénts of income.

The Managed technology solutions segment condi$td 8, acquired in July 2004. NTS’s revenues amived primarily from web hosting
services and consist of web hosting and set up FES generates expenses such as professionaptees]l and benefits, and depreciation
and amortization, which are included in the respeataption on the accompanying condensed congetidstatements of income, as well as
licenses and fees, rent, and general office exgea#ieof which are included in other general adthimistrative costs in the respective caption
on the condensed consolidated statements of income.

The Small business finance segment consists oflBusainess Lending, Inc., a lender that primariligimates, sells and services government
guaranteed SBA 7(a) loans to qualifying small besges through NSBF, its licensed SBA lender, CC& Rstate Holdings, Co., a company
established to hold title in foreclosed propertyeal estate from NSBF; the Texas Whitestone Gwhiph manages the Company’s Texas
Capco; and NBC which provides accounts receivahBnting, billing and accounts receivable mainteeaservices to businesses. NSBF
generates revenues from sales of loans, serviooane for those loans retained or contracted taeby NSBF and interest income earned
on the loans themselves. The lender generates sepéar interest, professional fees, salaries anéfiis, depreciation and amortization, and
provision for loan losses, all of which are incldde the respective caption on the condensed cinladet! statements of income. NSBF also
has expenses such as loan recovery expenses rtm@sging costs, and other expenses that areckitied in the other general and
administrative costs caption on the condensed tdidased statements of income.

The All other segment includes revenues and exggmramarily from qualified businesses that receivagstments made through the
Company’s Capcos which cannot be aggregated wliir @perating segments. The two largest entitidésarsegment are Newtek Insurance
Agency, LLC, an insurance sales operation, andrigssi Connect, LLC, a provider of sales and proegssrvices.

Corporate activities represent revenue and expemdeslocated to our segments. Revenue includesgst income and management fees
earned from Capcos (and included in expenses i€#peo segment). Expenses primarily include cotpayperations related to broad-based
sales and marketing, legal, finance, informatiahtelogy, corporate development and additionalscassociated with administering the
Capcos.

The Capco segment, which consists of the twelvee@amenerates non-cash income from tax credttsgst income and gains from
investments in qualified businesses which are bdlin other income. Expenses primarily include-pash interest and insurance expense,
management fees paid to Newtek (and included ifCtrporate activities revenues), legal, and auglitees and losses from investments in
qualified businesses. Exponential of New York, LlaB,entity determined to be a subsidiary on JanLiaP@12, is also included in this
segment.
Management has considered the following charatiesiehen 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 exemnpanking, insurance, or public utilitie
The accounting policies of the segments are thesenthose described in the summary of signifiaaabunting policies.
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The following table presents the Company’s segritdatmation for the three and nine months endedeeper 30, 2012 and 2011 and total
assets as of September 30, 2012 and December BRI ([Pthousands):

For the three
months endec

For the three
months endec

For the nine
months endec

For the nine
months endec

September 3C September 3C September 3C September 3C
2012 2011 2012 2011

Third Party Revenue
Electronic payment processi $ 21,68 $ 20,70° $ 63,67¢ $ 61,51
Managed technology solutiol 4,52¢ 4,78 13,78¢ 14,38
Small business financ 6,731 4,621 17,53¢ 15,97
All other 517 35¢ 1,40( 1,05¢
Corporate activitie: 20C 251 654 89C
Capcos 12t 33C 581 99¢
Total reportable segments 33,79: 31,05¢ 97,64( 94,81
Eliminations (339 (399 (1,119 (1,309
Consolidated Total $ 33,45¢ $ 30,65’ $ 96,52 $ 93,50:
Inter-Segment Revenue
Electronic payment processil $ 47C $ 282 $ 1,25¢ $ 83t
Managed technology solutiol 167 172 56€ 47(
Small business financ 5C 12 74 47
All other 234 29¢€ 857 83t
Corporate activitie: 81¢ 39¢€ 2,08¢ 1,20¢
Capcos 202 454 61€ 842
Total reportable segments 1,941 1,61: 5,45¢ 4,237
Eliminations (1,949 (1,619 (5,456 (4,237)
Consolidated Total $ — $ — $ — $ —
Income (loss) before income taxe
Electronic payment processi $ 2,017 $  1,24( $ 5,981 $  3,78¢
Managed technology solutiol 1,17z 1,27¢ 3,38¢ 3,50¢
Small business financ 1,98¢ 874 4,92¢ 3,18
All other ave (304) (73¢) (942)
Corporate activitie: (1,679 (2,139 (5,407 (6,517
Capcos (386) (616 (1,199 (1,719

Totals $ 2,93 $ 33t $  6,96¢ $ 1,30¢
Depreciation and amortization
Electronic payment processil $ 171 $ 37¢ $ 581 $ 1,14(
Managed technology solutiol 31¢ 33t 91¢ 1,06t
Small business financ 23¢ 254 664 67C
All other 6 20 22 61
Corporate activitie: 28 30 83 13t
Capcos 1 3 6 9

Totals $ 763 $ 1,021 $  2,27¢ $  3,08(
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As of As of
September 3C December 31

Identifiable assets 2012 2011
Electronic payment processing $ 13,43( $ 10,72:
Managed technology solutiol 11,80¢ 10,83¢
Small business financ 96,38¢ 78,48¢
All other 1,98( 2,87¢
Corporate activitie: 5,72¢ 3,281
Capco 18,32¢ 23,49¢
Consolidated total $ 147,66. $ 129,69
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.
Introduction and Certain Cautionary Statements

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 shoelddad in conjunction with the condensed consaiddinancial statements and the
accompanying notes.

The statements in this Quarterly Report on FornQLByay contain forward-looking statements relatiagtich matters as anticipated future
financial performance, business prospects, legigadevelopments and similar matters. The Privamu8ties Litigation Reform Act of 19!
provides a safe harbor for forwa-looking statements. In order to comply with thente of the safe harbor, we note that a varietyaofdrs
could cause our actual results to differ materidiym the anticipated results expressed in the éodalooking statements such as intensified
competition and/or operating problems in its opargtbusiness projects and their impact on reveraresprofit margins or additional facto
as described in Newtek Business Services’ previdilstl registration statements as more fully déset under “Risk Factors” above.

Our Capcos operate under a different set of rukesadch of the six jurisdictions which place varyieguirements on the structure of our
investments. In some cases, particularly in Lomajave don’t control the equity or management qtialified business but that cannot
always be presented orally or in written preseras.

Executive Overview

For the quarter ended September 30, 2012, totahtevincreased by 9.1%, or $2,801,000, comparétthgtyear ago period. Small business
finance realized 46% growth quarter over the thjudrter of 2011, due primarily to the improvemensérvicing income, which increased
from $818,000 to $2,077,000, and interest inconteéchvincreased by 61% compared to the year agdequanm $551,000 to $888,000.
Electronic payment processing revenue increaséi¥bygue to a combination of an increase in procgssitume, additions to services
provided, and increases in selective fees and thirerparty processing costs. While Managed technologiytisns revenue decreased by
due primarily to a reduction in web hosting, thentuer of cloud instances and the average revenuglgeincreased from the year ago
period.

The Company reported income before income tax&2 §34,000, an increase of $2,599,000 from the $®®6reported for the same quarter
of 2011. The Company had net income of $1,472,@00pared to a net income of $880,000 for the thirdrter of 2011, a $592,000
improvement over the year ago period. With the ptioa of Managed technology solutions, each ofsagments reported improvements in
profitability: the Electronic payment processingsent profitability increased by 63% which includedincrease of over 2% in the dollar
margin on core business; the 127% increase inrbfe ;m the Small business finance segment wanarily related to the expansion of the
servicing portfolio and corresponding servicingame. Each of the remaining segments realized riaghscin their respective losses compi
with the prior quarter. Corporate had a decreasali@ries and benefits related to staff reductarba reduction in rent expense due to the
relocation of offices in November 2011. All othecorded an increase in insurance commission revamdi¢he loss in the Capcos decreased
as a result of reductions in related party managefees.

Also during the third quarter of 2012, as part of new marketing campaign launched in 2012, the @z presented its re-designed
website, which better emphasizes the Company’sdimgrstrategy and offers easier use for the custoimeddition, the Company premiered
its new magazinelhe Small Business Authority Obsenasemi-annual publication focused on helping bissirevners increase their sales,
reduce their costs and minimize their risks. Owr nearketing campaign includes national exposuradon on generating awareness of our
products and services to qualified small busineasens. Our direct media advertising campaign undehanner, NEWTER The Small
Business Authorit, includes national television commercials, onlifigplay and search media parameters. We contiraduption ofThe

Small Business Authority Ind&andThe SBA Market Sentiment Sur@egflecting our polling and assessment of businesslitions for

small businesses; the active use of social meditetiag.

The increase in the Company’s cash and cash equigadirom $11,201,000 at December 31, 2011 to $4B0 at September 30, 2012 is
primarily due to the proceeds received during 2@l@nnection with the $10,000,000 less deferradrfcing costs, received from Summit.
This additional source of funds, together with @@mpany’s existing lines of credit, has positiomsdo handle the volume of expected loan
funding throughout the remainder of 2012 as wethascontinued investment in NEWTEKThe Small Business Authority.

28



Table of Contents

Business Segment Results:
The results of the Company’s reportable segmenmtthéthree and nine months ended September 3@,&81 2011 are discussed below:

Electronic Payment Processing

Three months
ended September 30

(In thousands): 2012 2011 $ Change % Change
Revenue
Electronic payment processi $21,68¢ $20,70: $ 98¢ 5%
Interest incom 1 4 (3) (75)%
Total revenue 21,68’ 20,70 98( 5%
Expenses
Electronic payment processing ca 18,08: 17,76( 321 2%
Salaries and benefi 1,09¢ 97t 124 13%
Professional fee 79 55 24 44%
Depreciation and amortizatic 171 37¢ (20¢) (55)%
Insurance expens related party 48 — 48 10C(%
Other general and administrative cc 192 29¢ (10€) (36)%
Total expense 19,67( 19,461 203 1%
Income before income tax $ 2,015 $ 1,24( $ 777 63%

Three Months Ended September 30, 2012 and 2011

Electronic payment processing (“EPP”) revenue iaseel $983,000 or 5% between years. Revenue indrdaseo a combination of growth
in processing volumes, selective fee increases, ¢taid association and third-party processor emseases passed through to merchants
(other than debit card transactions) and additiorservices provided to our merchants. Processfignes were favorably impacted by an
increase of 3% in the average number of processerghants under contract between periods. In addigirowth in revenue between periods
increased due to an increase of approximately 8#taraverage monthly processing volume per merchastin part to the addition of seve
larger volume processing merchants as well as grearyear growth in processing volumes from exgtimerchants. Total revenue in 2012
was down by approximately 6% due to the effecowfdr pass-through pricing on debit card transasthre to government mandated limits
on underlying interchange costs for such transastias well as the overall pricing mix of merchsaies volumes realized between periods.

Electronic payment processing costs increased $821gr 2% between years. Beginning in the fourthrgpr of 2011, the EPP Segment be
experiencing lower EPP costs as interchange costiebit card transactions were reduced for interghalus priced merchants, as well as
others. Processing revenues less electronic paypnecgssing costs (“margin”) increased from 14.292011 to 16.6% in 2012. The increase
in margin is due to the impact on revenues and &RE resulting from the debit card pricing an@richange cost changes noted above, r
higher residual payments to sales agents whicleased $1,036,000 or 63% between years, as wdllaages in the mix of merchant sales
volumes processed. Overall, the increase in malgiiars was $662,000 between years.

Excluding electronic payment processing costs,ratbsts decreased $118,000 or 7% between yearse@aiion and amortization decreased
$208,000 between periods as the result of prewaajuired portfolio intangible assets becomingyfamortized between periods.
Remaining costs, which increased $90,000 betwearsymcluded an increase of $117,000 in otherglenglated costs, a decrease in
allocated marketing costs of $56,000 and otherioastases of $29,000, principally in professidieak related to servicing previously
acquired portfolios.

Income before income taxes increased $777,000,81%2000 in 2012 from $1,240,000 in 2011. The iaseein income before income taxes
was principally due to the increase in the margpetating revenues less electronic payment praugssists) of $662,000 due to the reasons
noted above and the decrease in depreciation aodiaation cost of $208,000 between years.
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Nine months
ended September 30
$ %
(In thousands): 2012 2011 Change Change
Revenue
Electronic payment processi $63,67¢ $61,50¢ $2,17( 4%
Interest incom 4 8 (4) (50)%
Total revenue 63,67¢ 61,51: 2,16¢ 4%
Expenses
Electronic payment processing ca 52,81 52,48: 32¢ 1%
Salaries and benefi 3,18¢ 3,027 15¢ 5%
Professional fee 19¢ 174 24 14%
Depreciation and amortizatic 581 1,14(C (55¢ (49)%
Insurance expens related party 48 — 48 10C%
Other general and administrative cc 867 90C (33 (4%
Total expense 57,69 57,724 (33 — %
Income before income tax $ 5,981 $ 3,78¢ $2,19¢ 58%

Nine months Ended September 30, 2012 and 2011

EPP revenue increased $2,170,000 or 4% betwees.JRavenue increased due to a combination of growphocessing volumes, selective
fee increases, both card association and thirgrpadicessor cost increases passed through to nméscfother than debit card transactions)
and additions to services provided to our merchdhscessing volumes were favorably impacted bipnarease of 3% in the average number
of processing merchants under contract betweeongerin addition, growth in revenue between periadeeased due to an increase of
approximately 8% in the average monthly processoigme per merchant, due in part to the additioseseral larger volume processing
merchants as well as year-owezar growth in processing volumes from existingchants. Total revenue in 2012 was down by appraely
7% due to the effect of lower pass-through pri@ngdebit card transactions due to government maddamhits on underlying interchange
costs for such transactions, as well as the overigiing mix of merchant sales volumes realizedveein periods.

Electronic payment processing costs increased $828r 1% between years. Beginning in the fourthrgpr of 2011, the EPP Segment be
experiencing lower EPP costs as interchange costiebit card transactions were reduced for intarghaplus priced merchants, as well as
others. Processing revenues less electronic paypnecgssing costs (“margin”) increased from 14.@%011 to 17.1% in 2012. The increase
in margin is due to the impact on revenues and &RE resulting from the debit card pricing an@richange cost changes noted above, r
higher residual payments to sales agents whicle#ased $2,848,000 or 56% between years, as wdllaages in the mix of merchant sales
volumes processed. Overall, the increase in malgliars was $1,842,000 between years.

Excluding electronic payment processing costs,ratbsts decreased $361,000 or 7% between yearse@aiion and amortization decreased
$559,000 between periods as the result of prewaasjuired portfolio intangible assets becomingyfamortized between periods.
Remaining costs increased $198,000 or 5% betwesns yPuring 2012, office relocation costs of apprately $50,000 were incurred. Other
payroll related costs increased $159,000. Markedimdjadvertising costs decreased $56,000 whilgladir costs increased $47,000 including
$24,000 in professional fees principally related¢ovicing previously acquired portfolios.

Income before income taxes increased $2,199,088,887,000 in 2012 from $3,788,000 in 2011. Thedase in income before income ta
was principally due to the increase in the margpetating revenues less electronic payment praugssists) of $1,842,000 due to the
reasons noted above and the decrease in depraaaiibamortization cost of $559,000 between years.
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Managed Technology Solutions

Three months
ended September 30:

(In thousands): 2012 2011 $ Change % Change
Revenue
Web hosting and desic $4,52¢ $4,787 $ (26)) (5)%
Expenses
Salaries and benefi 1,25¢ 1,20¢ 48 4%
Interest 19 25 (6) (24)%
Professional fee 13t 11€ 19 16%
Depreciation and amortizatic 31¢ 33t ()] (5)%
Insurance expens related party 16 — 16 10C%
Other general and administrative cc 1,612 1,82¢ (214) (12)%
Total expense 3,35¢4 3,50¢ (159 (4%
Income before income tax $1,172 $1,27¢ $ (107) (8)%

Three months ended September 30, 2012 and 2011:

Managed technology solutions (“MTS") revenue isivit primarily from recurring fees from hosting veéles, including monthly contracts
for shared hosting, dedicated servers and cloudrinss (the “plans”). In addition, revenues arévedrfrom contracted services to design
web sites. Revenue between periods decreased $26b105%, to $4,526,000 in 2012. The decreaseviarrues included a decrease in web
design revenues of $16,000 to $90,000 in 2012 alteet timing of the completion of such project cants between years and a decrease in
web hosting revenue of $245,000 or 5%. The decri@aseb hosting revenue is the result of a decreatiee average monthly number of t
plans by 5,880 or 11% between periods to 49,908spla2012 from 55,785 plans in 2011. Substantiafigetting the decrease in web host
revenue was an increase in the average monthlyweveer plan of slightly more than 6% to $30.2204.2 from $28.60 in 2011. The incre
in the average revenue per plan reflects a growvitthoiud instances and customers purchasing higtetrptans including additional options
and services. The average number of cloud instancemased by 247 to an average of 661 in 2012 #t#hin 2011 reflecting the Compasy’
introduction of a customer scalable cloud offelim@011. The decrease in the average total placigread in the shared and dedicated
segments. The average monthly number of dedicategrsplans for 2012, which generate a higher myifige versus shared hosting plans,
decreased by 347 between periods, or 19%, to aageef 1,441 from an average of 1,788 in 2011. &lerage monthly number of shared
hosting plans in 2012 decreased by 5,779, or 1a%n taverage of 47,804 from 53,583 in 2011. Cortipetfrom other web hosting provide
as well as alternative website services continadgte a negative effect on web hosting plan candtrevenue growth.

It continues to be management’s intent to increasenues and margin per plan through higher psegdice offerings to customers, although
this may result in a lower number of plans in plagerall. In addition, management has begun tetegs dependency on the Microsoft web
platform by broadening its platform capabilitiesriolude more open source web applications whicke Heecome increasingly more attractive
to web developers and resellers.

Total expenses of $3,354,000 in 2012 declined ®IB1or 4% from $3,508,000 in 2011. Salaries anctfitsnncreased $48,000 or 4%
between periods to $1,254,000, principally duednirrg additional staffing in the area of executivanagement as well as wage rate incre
between periods. Depreciation and amortization desteased $17,000 between periods to $318,00tbdeduced capital expenditures in
recent years as a result of lower replacement ¢oisteew equipment overall, more efficient use xiéng equipment within the data center
for shared and dedicated plans and the utilizaifarioud architecture to more efficiently providergces to customers. Other general and
administrative costs decreased $214,000 or 12%sdeetweriods. The decrease was a result of costtredsl between periods that were
realized in the areas of lease and utilities expafi$108,000, partially due to a relocation of Mi€S management office in 2012 and lower
data center utility costs, as well as reductionsmarketing costs of $65,000 and bad debt expen$8%000, due in part to lower revenue
between years and improved collection efforts. €laecreases were offset by an increase in hardwairdenance and support of $47,000,
principally due to the restructuring of previousitacts in those areas.
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Income before income taxes decreased 8% or $10790810,172,000 in 2012 from $1,279,000 in 2011. Gerease in profitability is
principally due to a decline in web hosting revebeéveen years as increases in revenue per sigertedoffset an overall decline in revenue
due to site attrition and additionally, such deglin revenues has only been partially offset by meductions.

Nine months ended September 30, 2012 and 2011:

Nine months
ended September 30
(In thousands): 2012 2011 $ Change % Change
Revenue
Web hosting and desic $13,78¢ $14,38: $ (599 (4%
Interest incom — 1 (1) (200%
Total revenue 13,78¢ 14,38 (595) (4%
Expenses
Salaries and benefi 3,807 3,60¢ 20: 6%
Interest 62 80 (18) (23)%
Professional fee 38t 504 (119 (24)%
Depreciation and amortizatic 91¢ 1,06t (14¢) (14)%
Insurance expens related party 16 — 16 10C%
Other general and administrative cc 5,217 5,62¢ (413) (7%
Total expense 10,40: 10,87¢ (477) (4%
Income before income tax $ 3,38¢ $ 3,50¢ $ (11¢) (3)%

MTS revenue is derived primarily from recurring $deom hosting websites, including monthly contsdfar shared hosting, dedicated servers
and cloud instances (the “plans”). In addition,eaewes are derived from contracted services to desilp sites. Revenue between years
decreased $594,000, or 4%, to $13,789,000 in ZHR decrease in revenues included a decrease idesin revenues of $194,000 to
$232,000 in 2012 due to the completion of fewejquis between years and a decrease in web hostmegue of $400,000 or 3%. The
decrease in web hosting revenue is the resuldeiceease in the average monthly number of totaisphy 5,519 or 10% between years to
51,449 plans in 2012 from 56,968 plans in 2011ti&lbyr offsetting the decrease in web hosting rexewas an increase in the average
monthly revenue per plan of 6% to $29.78 in 20bIf$28.05 in 2011. The increase in the averagenterper plan reflects a growth in clc
instances and customers purchasing higher cost piatuding additional options and services. Therage number of cloud instances
increased by 295 to an average of 620 from 32®irl 2eflecting the Company’s introduction of a ousér scalable cloud offering in 2011.
The decrease in the average total plans occurrdgtishared and dedicated segments. The averagalynoamber of dedicated server plans
for 2012, which generate a higher monthly fee veshared hosting plans, decreased by 364 betwees, y& 19%, to an average of

1,525 from an average of 1,889 in 2011. The avenmagethly number of shared hosting plans in 2012atsed by 5,449, or 10%, to an
average of 49,304 from 54,753 in 2011. Competitiom other web hosting providers as well as altéveavebsite services continues to h
a negative effect on web hosting plan count andmee growth.

It continues to be management’s intent to increagenues and margin per plan through higher pisesdice offerings to customers, although
this may result in a lower number of plans in plagerall. In addition, management is intendingesskn its dependency on the Microsoft
platform by broadening its platform capabilitiesriolude more open source web applications whicke Heecome increasingly more attractive
to web developers and resellers.

Total expenses of $10,401,000 in 2012 declined ¥ $10,878,000 in 2011. Salaries and benefiteasrd $203,000 or 6% between years
to $3,807,000, principally due to adding additiostalffing in customer service areas and executiaeagement as well as wage rate increase:s
between periods. Depreciation and amortization desteased $146,000 between years to $919,00@ daduced capital expenditures in
recent years as a result of lower replacement ¢oisteew equipment overall, more efficient use xiéng equipment within the data center
for shared and dedicated plans and the utilizaifarioud architecture to more efficiently providergces to customers. The decrease of
$119,000 in professional fees was primarily dua tiecrease in web design development costs aslaata decrease in web design rever
between years. Other general and administratives ciezreased $413,000 or 7% between years. Incindettier expenses in 2011 was an
expense of $190,000 resulting from the resolutioa lacensing dispute; however,
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excluding this one-time settlement, other expersgahsed $207,000 between years. Increases inmoogs of $48,000 and hardware
maintenance and support of $85,000, principally tdude restructuring of previous contracts in theseas, were more than offset by a
reduction in bad debt expense of $169,000 duewereoevenues in 2012 and improved collection effbetween years. In addition, lease
expense and utility costs decreased by $149,000ketyears due a new lease resulting from movirsgrtew MTS management office
location in 2012 and lower data center utility sost

Income before income taxes decreased 3% or $118)08®,388,000 in 2012 from $3,506,000 in 2011. Gerease in profitability is
principally due to a decline in web hosting revebeéyeen years as increases in revenue per sigertedoffset an overall decline in revenue
due to site attrition and, additionally, such deelin revenue has only been partially offset byt ceductions (including the impact of a
$190,000 licensing settlement cost in 2011).
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Small Business Finance

Three months
ended September 30:

(In thousands): 2012 2011 $ Change % Change
Revenue
Premium incom $3,15¢ $2,47¢ $ 67F 27%
Servicing fee 2,07 81¢ 1,25¢ 154%
Interest incom 88¢ 551 337 61%
Management fee- related party — 14€ (14¢€) (200%
Other income 61€ 627 (9) ()%
Total revenue 6,73 4,621 2,11¢€ 46%
Net change in fair value ¢
SBA loans held for sal (72 (180 10¢ 60%
SBA loans held for investme (482 (697) 20¢ 30%
Total net change in fair valt (559 (877) 317 36%
Expenses
Salaries and benefi 1,52 1,20¢ 31¢ 26%
Interest 1,09¢ 43¢ 66C 151%
Professional fee 20¢ 11t 94 82%
Depreciation and amortizatic 23¢ 254 (15 (6)%
Provision for loan losse 90 21t (12%) (58)%
Insurance expens related party 20 — 20 10C%
Other general and administrative cc 1,01¢ 64E 371 58%
Total expense 4,19¢ 2,87¢ 1,328 46%
Income before income tax $1,98¢ $ 874 $1,11( 127%

Business Overview

The Newtek Business lending segment is compris@dtSEF which is a non-bank SBA lender that origisatells and services loans for its
own portfolio as well as portfolios of other ingtibns, and NBC which provides accounts receiviihEncing and billing services to busine
Revenue is derived primarily from premium incomeeyated by the sale of the guaranteed portion8#f I8ans, interest income on SBA
loans held for investment and held for sale, seérgifee income on the guaranteed portions of SBé$osold, servicing income for loans
originated by other lenders for which NSBF is teevger, and financing and billing services, clésdias other income above, provided by
NBC. Most SBA loans originated by NSBF charge dariest rate equal to the Prime rate plus an additipercentage amount; the inter
rate resets to the current Prime rate on a mowthdyuarterly basis, which will result in changedhie amount of interest accrued for that
month and going forward and a re-amortization lafeen’s payment amount until maturity.

Accounting Policy

On October 1, 2010, the Company elected to utilieefair value option for SBA 7(a) loans fundedasrafter that date. For these fair value
loans, premium on loan sales equals the cash premingd servicing asset paid by the purchaser is¢hendary market, the discount created
on the unguaranteed portion from the sale whicmésly reduced premium income is now included inftievalue line item, and, by not
capitalizing various transaction expenses, theigsaland benefits and loan processing expensepioiisay a value closer to the cash cost to
operate the lending business. The fair value measemt, currently recorded as a 9.5% upfront discofithe unguaranteed principal balance
of SBA loans held for investment, is based uponirikestor price paid for the senior interest in onguaranteed loans with respect to our
securitization transactions, and adjusted for gignated servicing and interest income retainethbytrust over an estimated repayment term
of three years. This was further adjusted to réflee estimated default rate on the senior notesdan the default rate on our loan portfolio,
assuming a worst case scenario of no recoverieal&the performance of the underlying loans toseior notes change, this could impact
the assumptions used in the estimated repaymentasmwell as the estimated default rate and thaudtrim a higher or lower discount rate
taken in the future; management reviews these gssams regularly. If a loan measured at fair vakisubsequently impaired, then the fair
value of the loan is measured based on the preakrd of expected future cash flows
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discounted at the loan’s effective interest ratahe fair value of the collateral if the loan @lateral dependent. The significant unobservable
inputs used in the fair value measurement of ingohblioans involve managemenjudgment in the use of market data and thirdypestimate
regarding collateral values. Such estimates atbdudiscounted by 20% - 80% to reflect the codicpiidating the various assets under
collateral. Any subsequent increases or decreasasyi of the inputs would result in a correspondiegrease or increase in the reserve for
loan loss. Because the loans bear interest ati@bl@rate, NSBF does not have to factor in intetate risk.

Consideration in arriving at the provision for ldass includes past and current loss experiencegmportfolio composition, future estima
cash flows, and the evaluation of real estate aneraollateral as well as current economic coodgi For all loans originated on or prior to
September 30, 2010, management performed a lodoalmyreview for the estimated uncollectible portadmonperforming loans; subsequ
to September 30, 2010, management began recortlingraoriginations on a fair value basis whiclquées a valuation reduction of the
unguaranteed portion of loans held for investmera kevel that takes into consideration futuredgsd his valuation reduction is reflected in
the line item above: Net Change in Fair Value oASB®ans Held for Investment.

Small Business Finance Summary

Three months Three months
ended ended

September 30, 2012 September 30, 2011
(In thousands): # Loans $ Amount # Loans $ Amount
Loans sold during the quarter 25 $21,37¢ 20 $20,11¢
Loans originated during the quar 34 $26,63: 23 $24,97¢
Loans that achieved sale status during the quantiginated in prior perio — $ — — $ —
Premium income recognized ( $ 3,15¢ $ 2,47¢
Average sale pric $114.8¢ $110.4:

For the three months ended September 30, 201Zdh®any recognized $3,154,000 of premium incomm 25 loans sold aggregating
$21,378,000. During the three months ended Septedih€011, the Company recognized $2,479,000émprm income from 20 loans sold
totaling $20,119,000. The increase was attributabtee improvement in the dollar amount of loaoisl sjuarter over quarter, and by an
increase in premium pricing. Sale prices on guaethtoan sales averaged $114.84 for the quartede®eptember 30, 2012 compared with
$110.42 for the quarter ended September 30, 2011.

Servicing Portfolios and related Servicing Income

Three months
ended September 30:

(In thousands): 2012 2011 $ Change % Change

Total NSBF originated servicing portfolio (1) $328,85! $264,34: $ 64,51« 24%
Third party servicing portfolic 258,77 96,517 162,26. 16€%
Aggregate servicing portfoli $587,62! $360,85. $226,77¢ 63%
Total servicing income earnt $ 2,07i $ 81t $ 1,25¢ 154%

(1) Of this amount, the total average NSBF origgdgbortfolio earning servicing income was $244,868,and $197,816,000 for the three
months ended September 30, 2012 and 2011, resplgc
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The $1,259,000 improvement in total servicing femime was largely due to the addition of third péwain servicing, which increased by
$1,118,000 for the three months ended Septemb&03d@ compared with the three months ended Septe30h@011. The average third
party servicing portfolio increased from $96,172,@0 $258,810,000 for the 2011 and 2012 three mpetitod, respectively. The remaining
increase of $141,000 was attributable to the exparaf the NSBF portfolio, in which we earn sermigiincome, which increased from an
average of $197,816,000 for the three month perimted September 30, 2011 to an average of $2480Qfr the three months ended
September 30, 2012. This increase was the dirsottref increased loan originations throughout 2aad the first nine months of 2012.

Interest income increased by $337,000 for the threeths ended September 30, 2012 as compared sautie period in 2011. The third
quarter of 2012 added $355,000 of interest incosn result of the average outstanding performintfgdm of SBA loans held for investme
increasing from $31,305,000 to $50,111,000 forcharters ended September 30, 2011 and 2012, rasghecT his increase was offset by a
decrease of $18,000 in interest earned from SBAda@nsferred, subject to premium recourse; afisferred loans achieved sales status at
December 31, 2011.

Other income decreased by $9,000 primarily due$84000 decrease in NSBF revenue earned on packBegs, recoveries on liquidation
and late payment penalty compared to the prioogeiihis was offset by a $43,000 increase in feesezl on receivables purchased and a
$43,000 increase in annual and upfront fees omdimg clients earned by NBC during the three mostided September 30, 2012 as
compared with the three months ended Septemb&03a,

The change in fair value associated with SBA |dzeld for sale is related to the total amount ohkaonverted from partially funded to fully
funded status during a given period. During the¢hmonths ended September 30, 2011 and 2012, thpady converted $948,000 in
partially funded loans compared with $662,000, eetipely. The increase in the change in fair valneSBA loans held for investment is a
result of reducing the upfront discount taken oguaranteed portions of loans, from 11% to 9.5%rduthe first quarter of 2012. This
reduction was determined based on the investoe paid for the senior interest in our unguaranteads in our two securitized transactions,
adjusted for the estimated servicing and interesire retained by the trust over an estimated rapayterm of three years and further
adjusted to reflect the estimated default ratehersenior notes based on the default rate on aargortfolio, assuming a worst case scenario
of no recoveries. During the three months endedeBdger 30, 2012, loans originated and held forstment aggregated $6,170,000 resul

in a corresponding fair value loss of $481,000resenting an improvement of $209,000 over the thirarter of 2011.

Salaries and benefits increased by $318,000 priyrduie to the addition of staff in the originatirsgrvicing and liquidation departments, as
well as additional staff to service third party tracts. The combined average headcount for thaeyuacreased by 16% from 55 at
September 30, 2011, to 64 at September 30, 2012.

Interest expense increased by $660,000 for the tin@ths ended September 30, 2012 compared witathe period in 2011, due primarily
to $521,000 of interest expense associated witlstmemit financing transaction which closed in AR@12. While the Summit financing was
transacted with the parent company, these funds prawvided to and utilized by NSBF; as a result,¢brresponding expense has been
recorded in the lending segment. The $521,000 dedunterest, payment-in-kind interest, discounthenvaluation of the warrant and
amortization of deferred financing costs. NSBF eigreed an increase in interest expense of $159r060nnection with the closing of the
second securitization transaction in December 2ZBLNBC experienced an increase of $16,000 ingstaxxpense under the Sterling credit
facility due to an increasing portfolio. These weffset by a decrease of $13,000 in interest réladghe Capital One line of credit and
$18,000 in interest expense on SBA loans transfes@bject to recourse.

Professional fees for the three months ended Séyete8®, 2012 increased by $94,000 when comparédthétthree months ended
September 30, 2011 primarily due to consulting essociated with third party servicing, due diligerfiees and fees associated with the
trustee for the loan portfolio securitization.
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Loan Loss Reserves and Fair Value Discount

Three months
ended September 30:

(In thousands): 2012 2011 $ Change % Change

Total reserves and discount, beginning of period $ 5,62¢ $ 4,501 $ 1,125 25%
Provision for loan los 9C 21t (125) (58)%
Discount, loans held for investment at fair vallig 482 691 (209 (30)%
Charge offs (net of recoverie (99 (640 54z 85%
Total reserves and discount, end of pe $ 6,10: $ 4,76i $ 1,33¢ 28%
Gross portfolio balance, end of peri $59,86( $41,43( $18,43( 44%
Total impaired nonaccrual loans, end of pel $ 7,264 $ 7,41¢ $ (159 (2%

(1) Based on the investor price paid for the semit@rest in our unguaranteed loans in our two sgoed transactions, adjusted for the
estimated servicing and interest income retainethbyrust over an estimated repayment term o&thiears and further adjusted to
reflect the estimated default rate on the senitesibased on the default rate on our loan portfaBsuming a worst case scenario of no
recoveries, the upfront discount taken on unguaeghloans was reduced from 11% to 9.5% duringitseduarter of 201z

The combined provision for loan loss and net chandair value decreased from $906,000 for theeghm®nths ended September 30, 2011 to
$572,000 for the same period in 2012, a net deereB$334,000 period over period. The allowancddan loss, together with the cumulat
fair value adjustment related to the SBA loans letdnvestment, increased from $4,767,000 or 11d8%he gross portfolio balance of
$41,430,000 at September 30, 2011 to $6,102,000.8f% of the gross portfolio balance of $59,860,808eptember 30, 2012. This decre

in reserve percentage reflects the positive perdoia of the portfolio. Total impaired non-accrsrs decreased from $7,418,000 or 17.9%
of the total portfolio at September 30, 2011 tc?$4,000 or 12.1% at September 30, 2012 with $208®4or 31.8% and $1,964,000 or 27.1%
of the allowance for loan losses being allocateiresy such impaired non-accrual loans, respectividlg year over year reduction in non-
performing loans results from an improvement indlerall economic climate. The year over year réidndn the specific reserve reflects
both the relatively high level of overall collatération on the non-performing portfolio as wellthg increase in the portion of that portfolio
making periodic payments pending return to perfagrstatus, reducing the need for a specific resatrtteis time.

Other general and administrative costs increasekB@{,000 due primarily to the increase in loagiogting, processing and servicing costs
as a result of the increase in loans originatedseéndced as well as an increase in loan recovesis®f $206,000 during the third quarter of
2012 as compared with the same quarter in 2011.

The increase of the loan portfolio, combined wittprovements in pricing as well as servicing, andrigst, generated by the addition to and
enhanced performance of the portfolio, and an as®en third party servicing, were sufficient téset additional salaries, servicing and
origination expenses. The resulting pretax incofrf&1g984,000 for the three months ended Septenthe2®L.2 was a 127% improvement
over the pretax income of $874,000 for the threattiended September 30, 2011.
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Nine months
ended September 30
(In thousands): 2012 2011 $ Change % Change
Revenue
Premium incom $ 7,95¢ $ 9,751 $(1,797) (18)%
Servicing fee 5,12¢ 2,18¢ 2,94: 135%
Interest incomt 2,404 1,861 54: 28%
Management fee- related part 293 43¢ (14¢) (33)%
Other income 1,75¢ 1,73¢ 18 1%
Total revenus 17,53¢ 15,97 1,56¢ 10%
Net change in fair value ¢
SBA loans transferred, subject to premium reco — (3,21¢) 3,21¢ 10C%
SBA loans held for sal (159 11¢€ (270 (239)%
SBA loans held for investme (1,067 (1,629 56€ 35%
Warrants (117 — (117 (100%
Total net change in fair valt (1,329 (4,729) 3,401 72%
Expenses
Salaries and benefi 4,37¢ 3,42¢ 95( 28%
Interest 2,644 1,52( 1,12¢ 74%
Professional fee 561 347 214 62%
Depreciation and amortizatic 664 67( (6) ()%
Provision for loan losse 354 301 53 18%
Insurance expens related party 20 — 20 10C%
Other general and administrative cc 2,66( 1,79t 86¢ 48%
Total expense 11,28 8,06 3,22( 4C%
Income before income tax $ 4,92¢ $ 3,182 $1,74¢ 55%
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Small Business Finance Summary

Nine months Nine months
ended September 30, ended September 30,
2012 2011
(In thousands): # Loans $ Amount # Loans $ Amount
Loans sold during the period 69 56,39 78 $52,78!
Loans originated during the peri 69 $72,14: 76 $67,59¢
Loans that achieved sale status, originated irr peoiod = $ — 46 $29,21¢
Premium income recognized ( $ 7,95¢ $ 9,751
Average sale pric $113.7¢ $111.5¢

(1) Of the total premium recognized in the firsteéimonths of 2011, $3,216,000 was from previousljimated loans that achieved sale
status as a result of the warranty period expil

For the nine months ended September 30, 2012,dhg@&ny recognized $7,958,000 of premium income fé@nibans sold aggregating
$56,397,000. During the first nine months of 20the, Company recognized $9,751,000 of premium incfsora 78 loans sold totaling
$52,783,000 not subject to the premium warrantg, 46loans aggregating $29,219,000 previously stibjethe premium warranty that
achieved sale status during the nine months. Theedse in premium income for the nine months el#gatember 30, 2012 as compared
the prior period was due entirely to the revergahe fair value adjustment of $3,216,000 assodiatith SBA loans transferred, subject to
premium recourse, which increased premium incoméh®same amount in the nine months ended Septe86b2011. Sale prices on
guaranteed loan sales averaged $113.73 for themonéhs ended September 30, 2012 compared with.$8 fdr the nine months ended
September 30, 2011.

Servicing Portfolios and related Servicing fee iname

Nine months
ended September 30
(In thousands): 2012 2011 $ Change % Change
Total NSBF originated servicing portfolio (1) $328,85! $264,34: $ 64,51« 24%
Third party servicing portfolic 258,77. 96,517 162,26. 16€%
Aggregate servicing portfoli $587,62! $360,85. $226,77¢ 63%
Total servicing income earnt $ 512¢ $ 2,18¢ $ 2,94: 135%

(1) Of this amount, the total average NSBF origgdgbortfolio earning servicing income was $232,200,and $185,434,000 for the nine
month periods ended September 30, 2012 and 20ddeatvely.

The $2,943,000 improvement in total servicing femime was attributable primarily to third partydagervicing, which increased by
$2,476,000 for the nine months ended Septembe2@®® compared to the nine months ended Septemb@03Q. The average third party
servicing portfolio increased from $82,873,000 24 $,497,000 for the 2011 and 2012 nine month pericespectively. In addition, servicing
fees received from the SBA on repurchased loamrsased by $71,000 and the remaining increase &880 was attributable to the
expansion of the NSBF portfolio, in which we eagnvicing income, which increased from an averaggl®b,434,000 for the nine month
period ended September 30, 2011 to an average3@ 21,000 for the same nine month period in 20his increase was the direct result of
increased loan originations throughout 2011 anditeenine months of 2012.

Interest income increased by $543,000 for the minaths ended September 30, 2012 as compared sauthe period in 2011. This increase
was attributable to an additional $887,000 of ims¢income as a result of the average outstandirfgrming portfolio of SBA loans held for
investment increasing from $27,177,000 to $46,3Bfor the nine months ended September 30, 2012@1h2, respectively. Results for
2011 included $344,000 in interest earned from $&#s transferred, subject to recourse; all transfidoans achieved sales status at
December 31, 2011.
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Other income increased by $18,000 primarily dua $121,000 increase in annual and upfront feesnamding clients earned by NBC as v
as increases in receivable and billing fee reveri$26,000. This was offset by NSBF incurring a $0®0 reduction in other income period
over period attributable to recognizing fewer pperiod expense recoveries and packaging fees.

The increase in the net change in fair value aatetiwith SBA loans transferred, subject to premiaoourse, is the direct result of all
previously transferred loans having achieved dalieis during 2011 as well as the SBA removing theranty provision (as discussed above)
allowing the Company to recognize premium incomehendate of sale. During the nine months endedeSdger 30, 2011, as a result of the
elimination of the premium warranty, 23 previousnsferred loans were recognized as sales, theeeloging the corresponding fair value
adjustment by $3,216,000. The change in fair vaksociated with SBA loans held for sale is relétetthe total amount of loans converted
from partially funded to fully funded status duriagyiven period. The increase in the change invigine on SBA loans held for investment is
a result of reducing the upfront discount takerunguaranteed loans, from 11% to 9.5% during tre¢ guarter of 2012. This reduction was
determined based on the investor price paid fosémor interest in our unguaranteed loans witheetsto our two securitized transactions,
adjusted for the estimated servicing and interesire retained by the trust over an estimated rapayterm of three years and further
adjusted to reflect the estimated default ratehersenior notes based on the default rate on aargortfolio, assuming a worst case scenario
of no recoveries. During the nine months endedeSepér 30, 2012, loans originated and held for itment aggregated $16,995,000
resulting in a corresponding fair value loss ofd68,000, representing an improvement of $566,0@0 the first three quarters of 2011. In
connection with the Summit financing transactiorichitclosed in April 2012, the Company recordediavalue loss of $111,000 for the nine
months ended September 30, 2012 to reflect thevdduie of warrants issued as part of the transaclibe warrants have since been replaced
to remove the anti-dilutive provision which refledtmanagement’s and Summit’s original intent reigarthe nature of the warrants, and as
such will no longer be marked to market.

Salaries and benefits increased by $950,000 piyrduie to the addition of staff in the originatiragrvicing and liquidation departments, as
well as additional staff to service outside cortsa€ombined headcount increased by 20% from arageeof 50 for the nine months ended
September 30, 2011 to an average of 60 for themmhs ended September 30, 2012.

Interest expense increased by $1,124,000 for theemionths ended September 30, 2012 compared witbatie period in 2011, due prima

to $900,000 of interest expense associated witlstimemit financing transaction which closed in AR@12. While the Summit financing was
transacted with the parent company, these funds prewvided to and utilized by NSBF; as a resu#t,dbrresponding expense has been
recorded in the lending segment. The $900,000 dsdunterest, payment-in-kind interest, discountranvaluation of the warrant and
amortization of deferred financing costs. AddititmaNSBF experienced an increase in interest egperi $489,000 in connection with the
closing of the second securitization transactioBécember 2011and an additional $68,000 incredatdsto the Capital One line of credit
which increased from an average outstanding balah$6,458,000 for the nine months ended Septe®®e2011 to $8,874,000 for the same
period in 2012. These increases were offset bylacten of $344,000 attributable to the liabiligr fSBA loans transferred, subject to
premium recourse, which was reduced to zero in 20iila decrease of interest at NBC by $11,000altlestwrite off of the remaining
deferred financing costs under the Wells line ia 20

Professional fees for the nine months ended Sege&th 2012 increased by $214,000 when comparddthet nine months ended
September 30, 2011 primarily due to consulting ssociated with third party servicing, due diligerfiees and fees associated with the
trustee for the loan portfolio securitization.
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Loan Loss Reserves and Fair Value Discount

Nine months
ended September 30:

(In thousands): 2012 2011 $ Change % Change

Total reserves and discount, beginning of period $ 5,56¢ $ 3,84t $ 1,721 45%
Provision for loan los 354 301 54 18%
Discount, loans held for investment at fair vallig 1,06: 1,62¢ (56€) (35)%
Charge offs (net of recoverie (882) (1,006 124 12%
Total reserves and discount, end of pe $ 6,107 $ 4,76¢ $ 1,338 28%
Gross portfolio balance, end of peri $59,86( $41,43( $18,43( 44%
Total impaired nonaccrual loans, end of pel $ 7,264 $ 7,41¢ $ (159 (2%

(1) Based on the investor price paid for the semit@rest in our unguaranteed loans in our two sgoed transactions, adjusted for the
estimated servicing and interest income retainethbyrust over an estimated repayment term o&thiears and further adjusted to
reflect the estimated default rate on the senitesibased on the default rate on our loan portfaBsuming a worst case scenario of no
recoveries, the upfront discount taken on unguaeghloans was reduced from 11% to 9.5% duringitseduarter of 201z

The combined provision for loan loss and net chandair value decreased from $1,930,000 for threemnonths ended September 30, 201
$1,418,000 for the nine months ended Septembe2@®®, a net decrease of $512,000 period over pefival allowance for loan loss togetl
with the cumulative adjustment related to SBA lohakl for investment increased from $4,769,000105% of the gross portfolio balance of
$41,430,000 at September 30, 2011 to $6,102,000.8f% of the gross portfolio balance of $59,860,808eptember 30, 2012. This decre

in reserve percentage reflects the positive perdoia of the portfolio. Total impaired non-accrsrs decreased from $7,418,000 or 17.9%
of the total portfolio at September 30, 2011 tc?$4,000 or 12.1% at September 30, 2012 with $208®4or 31.8% and $1,964,000 or 27.1%
of the allowance for loan losses being allocateiresy such impaired non-accrual loans, respectividlg year over year reduction in non-
performing loans results from an improvement indlerall economic climate. The year over year réidndn the specific reserve reflects
both the relatively high level of overall collatération on the non-performing portfolio as wellthg increase in the portion of that portfolio
making periodic payments pending return to perfagrstatus, reducing the need for a specific resatrtteis time.

Other general and administrative costs increaseB6%,000 due primarily to the increase in loagiogting, processing and servicing costs
as a result of the increase in loans originatedsandced and an increase of $449,000 in loan myawosts associated with the sale of
foreclosed properties during the first nine morth2012 and an increase in collateral preservatasts as compared with the same period in
2011.

The increase of loan originations and the sizdefgortfolio, combined with improvements in saleing as well as servicing, and interest,
generated by the addition to and enhanced perfarenaithe portfolio, and an increase in third pasyvicing, were sufficient to offset
additional salaries, servicing and origination exges. The resulting pretax income of $4,928,00@hfemine months ended September 30,
2012 was a 55% improvement over pretax income @f823000 for the nine months ended September 30,.20
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All Other
Three months
ended September 30:
(In thousands): 2012 2011 $ Change % Change
Revenue
Insurance commissiol $ 28¢ $ 27¢ $ 13 5%
Insurance commissiol- related party 114 — 114 10C%
Other income 98 82 16 20%
Other income-related party 19 — 19 10C%
Interest incomt — 3 (3) (100%
Total revenue 517 35¢ 15¢ 44%
Expenses
Salaries and benefi 487 50¢ (22) (4%
Professional fee 68 46 22 48%
Depreciation and amortizatic 6 20 (14 (70)%
Insurance expens related party 9 — 9 10C%
Other general and administrative cc 12€ 88 38 43%
Total expense 69¢€ 662 34 5%
Loss before income tax $ (179 $ (309 $ 12t 41%

Three months ended September 30, 2012 and 2011:

The All Other segment includes revenues and exggmémarily from Newtek Insurance Agency, LLC (“NTANewtek Payroll Services,
LLC and qualified businesses that received investmmade through the Compasyapcos which cannot be aggregated with othematipg
segments.

Total revenue increased by $159,000, or 44% foththee months ended September 30, 2012 as comiuatieel same period in 2011. Total
insurance commission revenue increased by $12W0@th was due primarily to the inclusion of insutarcommissions — related party,
which previously had been eliminated at the segresei. Combined other income increased by $35,808,in part to Newtek Payroll
Services, LLC's revenues (related party) whichihaseased the number of clients from 31 at Septer®d®e2011 to 238 at September 30,
2012. All related party revenue, which represemgsiiance commissions earned on policies sold byavid\fees charged by Newtek Payroll
Services, LLC to Newtek and subsidiaries are elat@d upon consolidation.

The $34,000 increase in total expenses is primeglbted to costs to service new clients addedeattBk Payroll Services, in other general
and administrative costs. The reduction in salaiasbenefits, and depreciation and amortizatioresafficient to offset the increase in
professional fees, which was primarily relatedndrecrease in brokerage commissions owed by NIA.
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Nine months
ended September 30
(In thousands): 2012 2011 $ Change % Change
Revenue
Insurance commissiot $ 91t $ 79¢ $ 117 15%
Insurance commissiol- related part 114 — 114 10C%
Other income 30¢ 252 57 23%
Other income-related party 60 — 60 10C%
Interest incom 2 9 ) (78)%
Total revenus 1,40( 1,05¢ 341 32%
Expenses
Salaries and benefi 1,53¢ 1,44 94 7%
Professional fee 21C 16¢ 41 24%
Depreciation and amortizatic 22 61 (39) (64)%
Insurance expens related party 9 — 9 10C%
Other general and administrative cc 361 32¢ 32 10%
Total expense 2,13¢ 2,001 137 7%
Loss before income tax: $ (73¢) $ (942) $ 204 22%

Nine months ended September 30, 2012 and 2011:

Total revenue increased by $341,000, or 32% fothhee months ended September 30, 2012 as comigetteel same period in 2011. Total
insurance commission revenue increased by $231y0@th was due primarily to the inclusion of insutarcommissions — related party,
which previously had been eliminated at the segriesei. Combined other income increased by $117,800 in part to Newtek Payroll
Services, which increased the number of clients1fBd at September 30, 2011 to 238 at Septemb&03@, All related party revenue, which
represents insurance commissions earned on poticlddy NIA and fees charged by Newtek Payrolvises to Newtek and subsidiaries are
eliminated upon consolidation.

The $137,000 increase in total expenses is priyndté to an increase in salaries and benefits &t Which increased staff by two in
September 2011. The increase in professional fasg&ated in part, to additional brokerage comimisexpense at NIA, and the increase in
other general and administrative costs was prinaglated to the cost to service new clients addeédewtek Payroll Services.
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Corporate activities

Three months
ended September 30:

(In thousands): 2012 2011 $ Change % Change
Revenue
Management fee- related party $ 19¢ $ 24¢ $ (50 (20)%
Interest and other incon 1 2 (1) (50)%
Total revenue 20C 251 (57) (20)%
Expenses
Salaries and benefi 1,22( 1,34¢ (129 (10)%
Professional fee 262 25C 12 5%
Depreciation and amortizatic 28 30 2 (7%
Insurance expens related party 21 — 21 10C%
Other general and administrative cc 343 76C (417) (55)%
Total expense 1,87¢ 2,38¢ (51%) (22)%
Loss before income tax $(1,679) $(2,139) $ 464 22%

The Corporate activities segment implements busisgategy, directs marketing, provides technolmgsrsight and guidance, coordinates
and integrates activities of the other segmentstraots with alliance partners, acquires custorpgodunities, and owns our proprietary
NewTracke® referral system and all other intellectual propeigyts. This segment includes revenue and exparsesiocated to other
segments, including interest income, Capco relptety management fee income, and corporate opgrakpenses. These operating expe
consist primarily of internal and external publecaunting expenses, internal and external corpdegtd expenses, corporate officer salaries,
sales and marketing expense and rent for the paheixecutive offices.

Revenue is derived primarily from management fegaed from the Capcos. Management fee revenuendddbiy $50,000, or 20% for the
three months ended September 30, 2012. Thesed@atyy management fees, which are eliminated gposolidation, are expected to
continue to decline in the future as the Capcosiraand utilize their cash. If a Capco does noehlaurent or projected cash sufficient to
management fees, then such fees are not accrued.

Total expenses decreased by $515,000, or 22%hddhtee months ended September 30, 2012 fromathe period in 2011. The $129,000
decrease in salaries and benefits was due to fedad¢h accounting, finance and executive payretiqd over period. The decrease in other
general and administrative costs is primarily edato the cost savings realized by the corpordieeafelocation in the fourth quarter of 2011,
as well as a reduction in the total marketing espeallocated to the corporate segment during tiee ttnonths ended September 30, 2012 as
compared to the year ago period.

Loss before income taxes improved by $464,000Herthree months ended September 30, 2012, as cednjgathe same period in 2011,
entirely due to expense reductions.
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Nine months
ended September 30
(In thousands): 2012 2011 $ Change % Change
Revenue
Management fee- related party $ 64¢€ $ 86¢ $ (229) (26)%
Interest and other incon 8 21 (13) (62)%
Total revenue 654 89C (236) 27%
Expenses
Salaries and benefi 3,80z 4,45: (657) (15)%
Professional fee 72€ 78€ (6C) (8)%
Depreciation and amortizatic 83 13t (52 (39%
Insurance expens related party 21 — 21 10C%
Other general and administrative cc 1,42¢ 2,03: (608) (30)%
Total expense 6,057 7,407 (1,350 (18)%
Loss before income tax $(5,407) $(6,517) $1,11¢ 17%

Nine months ended September 30, 2012 and 2011:

Revenue is derived primarily from management fegaexrl from the Capcos. Related party managemenéVeaue declined 26%, or
$223,000, to $646,000 for the nine months endede&eper 30, 2012 as compared to the year ago p&tildted party management fees,
which are eliminated upon consolidation, are exgetd continue to decline in the future as the Gapuature and utilize their cash. If a
Capco does not have current or projected castcaiffito pay management fees, then such fees ascoed.

Total expenses decreased $1,350,000, or 18%,daritte months ended September 30, 2012 from the panod in 2011. The decrease in
total expenses was primarily due to a $651,000edeser in salaries and benefits related to staffctemhs in accounting, finance and executive
staff. Professional fees declined by $60,000 ferrttne months ended September 30, 2012 primardytadwverall decreases in audit, legal
and other professional services. In addition, dgpt®n and amortization decreased by $52,000 darier period due to fixed assets
becoming fully depreciated over the year ago perid@ decrease in other general and administratiges is primarily related to the cost
savings realized by the corporate office relocatibich occurred during the fourth quarter of 2044 well as a reduction in the total
marketing expense allocated to the corporate sepdueimg the nine months ended September 30, 28tPmpared to the year ago period.

Loss before income taxes improved by $1,114,00@h®mnine months ended September 30, 2012, as cethfmthe same period in 2011,
entirely due to the overall reduction in costs.
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Capco

As described in Note 3 to the condensed consotid@tancial statements, effective January 1, 2808 Company adopted fair value
accounting for its financial assets and finandailities concurrent with its election of the faialue option for substantially all credits in lieu
of cash, notes payable in credits in lieu of cast @repaid insurance. These are the financial s.aset liabilities associated with the
Company’s Capco notes that are reported withirCthmpany’s Capco segment. The tables below rethecetfects of the adoption of fair
value measurement on the income and expense itrowsr(e from tax credits, interest expense and arae expense) related to the revalued
financial assets and liability for the three andeninonths ended September 30, 2012 and 2011. itioacithe net change to the revalued
financial assets and liability for the three andeninonths ended September 30, 2012 and 2011 igedpo the line “Net change in fair
market value of Credits in lieu of cash and Notaggble in credits in lieu of cash” on the condensmusolidated statement of income.

The Company does not anticipate creating any nege@in the foreseeable future and the Capco sedgsikkoontinue to incur losses going
forward. The Capcos will continue to earn cash stiwent income on their cash balances and incurroastagement fees and operating
expenses. The amount of cash available for invadtared to pay management fees will be primarilyeshglent upon future returns generated
from investments in qualified businesses. Incoroenftax credits will consist solely of accretiontié discounted value of the declining da
amount of tax credits the Capcos will receive iafilture; the Capcos will continue to incur nonkcagerest expense.

Three months
ended September 30

(In thousands): 2012 2011 $ Change % Change
Revenue
Income from tax credit $ 122 $ 324 $ (202) (62)%
Interest incom 3 5 2 (40)%
Other income — 1 (1) (2100%
Total revenue 12t 33C (20%) (62)%
Net change in fair value ¢
Credits in lieu of cash and Notes payable in csaditieu of casl (20) (46) 26 57%
Expenses
Management fee- related party 19¢ 39t (19¢€) (50)%
Interest 112 28t (1793 (61)%
Professional fee 134 18¢€ (52 (28)%
Other general and administrative cc 46 34 12 35%
Total expense 491 90C (409) (45)%
Loss before income tax $ (38€) $ (61€) $ 23C 37%

Three months ended September 30, 2012 and 2011:

Revenue is derived primarily from non-cash inconeeftax credits. The decrease in total revenuethfothree months ended September 30,
2012 versus the three months ended September B0, réflects the effect of the declining dollar ambaf tax credits remaining in 2012. The
amount of future income from tax credits revenuk fluictuate with future interest rates. Howeveveofuture periods through 2016, the
amount of tax credits, and the income the Compaliyaeognize, will decrease to zero.

Expenses consist primarily of management fees anecash interest expense. Related party managdeentiecreased 50%, or $196,000, to
$199,000 for the three months ended September03@, ffom $395,000 for the same period ended 20&kt&d party management fees,
which are eliminated upon consolidation, are exgetd decline in the future as the Capcos matuleutitize their cash. Interest expense
decreased 61%, or $173,000, to $112,000 for tremthmonths ended September 30, 2012 from $285,080ezsilt of the declining amount of
tax credits payable in 2012. Professional feesadesad $52,000 between periods primarily due tdacten in consulting fees related to one
of our Capcos which is now decertified, and a desedn audit fees which were lowered as a resuhiefeduced activity in this segment. 7
increase in other general and administrative aafs$d2,000 was due to the increase in filing fe'd ent charges, which were partially offset
by reductions in other general expenses incurrethfothree months ended September 30, 2012 vrsibkree months ended September 30,
2011.
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Nine months
ended September 30
(In thousands): 2012 2011 $ Change % Change
Revenue
Income from tax credit $ 441 $ 954 $ (519 (59)%
Interest incom 19 36 ()] (41%
Other income 121 3 11€ 3,939%
Total revenue 581 99: (412) (4%
Net change in fair value @
Credits in lieu of cash and Notes payable in csaditieu of
cash 21 30 (9) (30)%
Expenses
Management fee- related party 93¢ 1,30¢ (369) (28)%
Interest 492 1,00¢ (51€) (51)%
Professional fee 272 32C (48) (15)%
Other general and administrative cc 91 99 (8) (8)%
Total expense 1,79t 2,73¢€ (9417) (34)%
Loss before income tax $(1,197) $(1,713) $ 52C 30%

Nine months ended September 30, 2012 and 2011:

Revenue is derived primarily from non-cash inconeenftax credits. The decrease in total revenuéi®nine months ended September 30,
2012 versus the same period in 2011 reflects tleetedf the declining dollar amount of tax credisnaining in 2012 partially offset by a
$100,000 gain on the sale of an investment witbra zarrying basis. The amount of future incomenftax credits revenue will fluctuate w
future interest rates. However, over future peridmlsugh 2016, the amount of tax credits, and floeeethe income the Company will
recognize, will decrease to zero.

Expenses consist primarily of management fees anecash interest expense. Related party managdeentiecreased 28%, or $369,000, to
$939,000 for the nine months ended September 3@ £6m $1,308,000 for the same period ended 2Bglated party management fees,
which are eliminated upon consolidation, are exgetd decline in the future as the Capcos matulleutiize their cash. Interest expense
decreased 51%, or $516,000, from $1,009,000 to,$89For the nine months ended September 30, 20 2rasult of the declining dollar
amount of tax credits payable in 2012. Professiéees decreased by $48,000 from $320,000 to $2@2[#0ween periods primarily due to a
reduction in consulting fees related to one of @apcos which is now decertified, and a decreas@dit fees which were lowered as a result
of the reduced activity in this segment.

47



Table of Contents

Critical Accounting Policies and Estimates:

The Company'’s significant accounting policies ageatibed in Note 2 of the Notes to Consolidatediaml Statements included in its Form
10-K for the fiscal year ended December 31, 201dliskussion of the Company'’s critical accountingigies, and the related estimates, are

included in Management's Discussion and AnalysiRegults of Operations and Financial PositiongrFibrm 10-K for the fiscal year ended
December 31, 2011.

Liquidity and Capital Resources

Cash requirements and liquidity needs over the tvealive months are anticipated to be funded priltpdnrough cash generated from
operations, available cash and cash equivalers)dtly secured and existing lines of credit amchti®an, and additional securitizations of
the Company’s SBA lender’s unguaranteed loan pastids more fully described below, the Company’'$\3&nder is dependent on funding
sources to maintain SBA loan originations at ap#itéd levels; although failure to find and mainthiese sources may require the reductic
the Company’s SBA lending and related operatidngili not impair the Company’s overall ability tiperate.

In order to operate, the Company’s SBA lender ddpem the continuation of the SBA 7(a) guarantead program of the United States
Government. The Company’s SBA lender depends oavhaability of purchasers for SBA loans held $éate transferred to the secondary
markets and the premium earned therein to supfsderiding operations. At this time, the Compar§8A lender depends on the availability
of purchasers for SBA loans held for sale transfito the secondary markets and the premium edneeein to support its lending
operations. At this time, the secondary markettierSBA loans held for sale is robust.

The Company’s SBA lender has historically finanttesl operations of its lending business throughdaarcredit facilities from various
lenders and will need to continue to do so in titare. Such lenders invariably require a secunitgrest in the SBA loans as collateral which,
under the applicable law, requires the prior aparav the SBA. If the Company should ever be unablebtain the approval for its financing
arrangements from the SBA, it would likely be ureatal continue to make loans.

As an alternative to holding indefinitely the ports of SBA loans remaining after sale of the guexthportions in the SBA supervised
secondary market, the Company has undertaken twisee these unguaranteed portions. In Decemb&0 2be first such securitization trust
established by the Company issued to one investesrin the amount of $16,000,000 which receive8&R rating of AA. A second
securitization, an amendment to the original tratisa, was completed in December 2011, and resuitad additional $14,900,000 of notes
issued to the same investor. The SBA lender usedabkh generated from the first transaction toerés outstanding revolving loan from
Capital One, N.A. and to fund a $3,000,000 acceunrith during the first quarter of 2011 purchaseduaranteed portions originated
subsequent to the securitization transaction. &ntyilthe proceeds from the second securitizatio20il1 were used to pay down its
outstanding revolving loan with Capital One, N.And to fund a $5,000,000 account, which was useditchase unguaranteed portions of
loans in the first quarter of 2012. While this s@@ation process can provide a long-term fundingrce for the SBA lender, there is no
certainty that it can be conducted on an economéisb In addition, the securitization mechanismlfitdoes not provide liquidity in the short
term for funding SBA loans.

In December 2010, the SBA lender entered into amewlving loan agreement with Capital One, N.A. dip to $12,000,000 to be used to
fund the guaranteed portions of SBA loans and teepeaid with the proceeds of the sale in the sesmgnharket of those portions. Also, in
June 2011, the SBA lender entered into a new rawphoan agreement with Capital One N.A., for u@id,000,000 to be used to fund the
unguaranteed portions of SBA loans and to be rep#fdthe proceeds of loan repayments from thedweers as well as excess cash flow of
NSBF. As a result of these two facilities, the SBBAder was able to increase the amount of loacenifund at any one tim

Through February 28, 2011, the receivables finapaimt, NBC, utilized a $10,000,000 line of creglibvided by Wells Fargo Bank to
purchase and warehouse receivables. On Februa®028, NBC entered into a three year line of creflitp to $10,000,000 with Sterling
National Bank which replaced the Wells Fargo lifieere is no cross collateralization between theiStelending facility and the Capital O
term loan and credit facility; however, a defauitlar the Capital One term loan or line of credit wrieate a possibility of default under the
Sterling line of credit. The availability of theesling line of credit and the performance of theita One term loans are subject to
compliance with certain covenants and collaterqlitements as set forth in their respective agre¢smeas well as limited restrictions on
distributions or loans to the Company by the respeciebtor, none of which are material to theiliiy of the Company. At September 30,
2012, the Company and its subsidiaries were incfuthpliance with applicable loan covenants. The gamy guarantees these loans for the
subsidiaries up to the amount borrowed; in addjtiba Company deposited $750,000 with Sterlingoltateralize the guarantee.
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In April 2012, the Company closed a $15,000,00008dd.ien Credit Facility (the “Facility")ssued by Summit Partners Credit Advisors,
(“Summit”), comprised of a $10,000,000 term loan, which was/drat closing, and a $5,000,000 delayed draw tean to be made upon t
satisfaction of certain conditions. The funds wesed primarily for general corporate purposes iicly the origination of SBA 7(a) loans.
The loan bears interest at 12.5% per annum onnttoeiat outstanding plus payment-in-kind interes2.886, which can either be paid
quarterly in arrears or added to the outstandiag Emount. The Facility will mature in 5.5 yearsl @an be prepaid without penalty at any
time following the second anniversary date of tlisiag date.

As of September 30, 2012, the Company’s unusedssuf liquidity consisted of $18,304,000 in urmestd cash and cash equivalents and
$861,000 and $458,000 available through the Capited and Sterling National Bank lines of credispectively.

Restricted cash of $9,764,000 as of September(®, & primarily held in NSBF, the Capcos and Caapm For NSBF, approximately
$2,011,000 is held by the securitization trust essarve on future nonperforming loans and $1,0(8i8 due to participants. For the Capcos,
restricted cash can be used in managing and opgthtt Capcos, making qualified investments andhfeipayment of taxes on Capco
income. In addition, as discussed above, the Coyngeposited $750,000 with Sterling to collateraliseguarantee. In summary, Newtek
generated and used cash as follows:

(Dollars in thousands)

Nine
months ended
September 30,

2012 2011
Net cash (used in) provided by operating activi $ (2,226 $ 6,76f
Net cash (used in) investing activiti (15,709 (10,34¢)
Net cash provided by financing activiti 25,03: 6,871
Net increase in cash and cash equival 7,10: 3,29¢
Cash and cash equivalents, beginning of pe 11,20: 10,38:
Cash and cash equivalents, end of pe $ 18,30« $13,67¢

Net cash flows provided by operating activitiesrdased by $(8,991,000) to net cash used in opasatib$(2,226,000) for the nine mon
ended September 30, 2012 compared to net cash fimviled by operations of $6,765,000 for the mimanths ended September 30, 2011.
The change primarily reflects the operation of $8A lender. During the nine months ended Septerd®g2012, the lender used
$(55,147,000) in funds to originate SBA loans Heldsale, which was offset by $56,397,000 in praiseieom loans sold during the period. In
addition, the increase in the broker receivablel $8,622,000) in cash during the nine months er@tgatember 30, 2012. A broker
receivable arises from loans traded but not seliéfdre quarter end and represents the amounsbfdize from the purchasing broker; the
amount varies depending on loan origination volame timing of sales and settlement at quarter end.

Net cash used in investing activities primarilylimdes activity for the unguaranteed portions of 3Bans, investments in qualified busines
and changes in restricted cash. Net cash usedeésting activities decreased by $(5,362,000) th es&d of $(15,708,000) for the nine
months ended September 30, 2012 compared to cadt$(10,346,000) for the nine months ended S&pte 30, 2011. The cash used in
investing activities for the nine months ended 8eqiter 30, 2012 was primarily due to a greater amolu8BA loans originated for
investment, $(17,105,000) in 2012 versus $(14,88H,th 2011, as a result of an increase in toahdooriginated and the return to the
majority of our loans being funded with a 75% Igararantee in the current year. During the currarg month period, change in restricted
cash decreased by $(980,000) and the Company'so€aed $(1,651,000) to make two qualified investsie

Net cash provided by financing activities primaiitgludes the net borrowings (repayments) on npégsble as well as securitizati

activities. Net cash provided by financing actesgtincreased by $18,160,000 to cash provided gD3Z300 for the nine months ended
September 30, 2012 from cash provided of $6,877{@0the nine months ended September 30, 2011 pfitrary reason for the increase v
the proceeds received from the Summit term loarchvhdded $10,000,000 in cash during the period.nBh@roceeds on bank lines of credit
increased by $5,738,000 for the nine months enéptegber 30, 2012 compared to the year ago penatireflects net borrowings on the
Companys lines of credit with Capital One of $10,531,00@ &terling, $2,298,000. The current nine montlogealso reflects an increase
cash of $2,763,000 related to the consolidatioBxgfo (a VIE), as well as the release of approxifgai,053,000 of restricted cash related to
the second securitization that was designed as-fupding account in December 2011 and was usddgltire first quarter of 2012 to
originate unguaranteed portions of SBA 7(a) loans.
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The $7,103,000 increase in cash and cash equigale2012 was essentially related to the proceecksived in connection with the Summit
credit facility and the other financing activitineted above.
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Item 3. Quantitative and Qualitative Disclosures abut Market Risk.

We consider the principal types of risk in our Imesis activities to be fluctuations in interestgated loan portfolio valuations and the
availability of the secondary market for our SBAms held for sale. Risk management systems anéguoes are designed to identify and
analyze our risks, to set appropriate policieslaniis and to continually monitor these risks aimdils by means of reliable administrative ¢
information systems and other policies and programs

Our SBA lender primarily lends at an interest @terime, which resets on a quarterly basis, pltisedd margin. Our receivable financing
business purchases receivables priced to equatsitoilar prime plus a fixed margin structure. Tagpital One term loan and revolver loan,
the securitization notes and the new Sterling ¢iheredit are, and the former Wells Fargo line i&fdit was, on a prime plus a fixed factor
basis (although the Company had elected under #is\Wargo line to borrow under a lower cost LIBO&Sis). As a result, the Company
believes it has matched its cost of funds to itsrast income in its financing activities. Howeuegcause of the differential between the
amount lent and the smaller amount financed afsigmit change in market interest rates will haveaerial effect on our operating

income. In periods of sharply rising interest ratag cost of funds will increase at a slower thtn the interest income earned on the loans
we have made; this should improve our net operatiogme, holding all other factors constant. Howeaeaeduction in interest rates, as has
occurred since 2008, has and will result in the Gany experiencing a reduction in operating incothnat is interest income will decline mc
quickly than interest expense resulting in a nduction of benefit to operating income.

Our lender depends on the availability of secondaayket purchasers for the guaranteed portion8#f IBans and the premium received on
such sales to support its lending operations. itttie the secondary market for the guaranteetigoerof SBA loans is robust but during
2008 and 2009 financial crisis the Company haddadiffy selling it loans for a premium; although mopected at this time, if such conditions
did recur our SBA lender would most likely cease&kimg new loans and could experience a substamihlation in profitability.

We do not have significant exposure to changingréast rates on invested cash which was approximd8,068,000 at September 30,
2012. We do not purchase or hold derivative finahicistruments for trading purposes. All of oungactions are conducted in U.S. dollars
and we do not have any foreign currency or foreigchange risk. We do not trade commodities or lzeyecommodity price risk.

We believe that we have placed our demand depaesi, investments and their equivalents with higllic-quality financial

institutions. Invested cash is held almost exclelgiat financial institutions with ratings from S&® A- or better. The Company invests cash
not held in interest free checking accounts or bapkey market accounts mainly in U.S. Treasury-oambney market instruments or funds
and other investment-grade securities. As of Seip¢er80, 2012, cash deposits in excess of FDIC #@ #hsurance totaled approximately
$1,475,000 and funds held in U.S. Treasury-only eyanarket funds or equivalents in excess of SIRBGramce totaled approximately
$2,161,000.
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Item 4. Controls and Procedures.
(a) Evaluation of Disclosure Controls and Procedures.

Our management, with the participation of our Clagécutive Officer and Chief Accounting Officer,adwated 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 Accounting Officer concluded that our diselos controls and procedures were effective aseétid of the period covered by this
report and provide reasonable assurance that fitveriation required to be disclosed by us in repfilesl under the Exchange Act is recorded,
processed, summarized and reported within the pieni@ds specified in the SEC’s rules and formsclosure controls and procedures
include, without limitation, controls and procedsidesigned to ensure that information requirecetdibclosed by an issuer in the reports that
it files or submits under the Exchange Act is acolated and communicated to the issuer's manageimenting its principal executive and
principal financial officers, or persons performisignilar functions, as appropriate to allow timdbrcisions regarding required disclosure. A
controls system, no matter how well designed aredaipd, cannot provide absolute assurance thabijketives of the controls systems are
met, and no evaluation of controls can provide kite@ssurance that all control issues and inssot#aud, if any, within a company have
been detected.

(b) Changein Internal Control over Financial Reporting.

No change in our internal control over financiglogiing occurred during the quarter ended Septe®®e?012 that has materially affected
is reasonably likely to materially affect, our imal control over financial reporting.

(c) Limitations.

A controls system, no matter how well designed @melated, can provide only reasonable, not absasseirances that the controls system’s
objectives will be met. Furthermore, the desigma abntrols system must reflect the fact that tlaeeeresource constraints, and the benefits of
controls must be considered relative to their cadgsause of the inherent limitations in all cofgrgystems, no evaluation of controls can
provide absolute assurance that all control isanésinstances of fraud, if any, within the Compaaye been detected. These inherent
limitations include the realities that judgmentsietision-making can be faulty, and that breakdosamsoccur because of simple errors or
mistakes. Controls can also be circumvented bynithigidual acts of some persons, by collusion o v more people, or by management
override of the controls. The design of any systérrontrols is based in part upon certain assumptabout the likelihood of future events,
and there can be no assurance that any desigaugideed in achieving its stated goals under afimi@l future conditions. Over time, contr
may become inadequate because of changes in amwddr deterioration in the degree of compliandd Vt$ policies or procedures. Because
of the inherent limitations in a cost-effective troh system, misstatements due to error or fraug ataur and not be detected. We
periodically evaluate our internal controls and makanges 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 employees or coremui$, none of which are individually or in the aggate material to Newtek.

Iltem 6. Exhibits

Exhibit
No.

31.1

31.2

32.1

101.INS*

101.SCH’
101.CAL*
101.DEF*
101.LAB*
101.PRE’

Description

Certification by Principal Executive Officer reqed by Rule 13a-14(a) and 15d-14(a) under the SexsiExchange Act of
1934, as amende

Certification by Principal Financial Officer reqai by Rule 13a-14(a) and 15d-14(a) under the SexsiExchange Act of
1934, as amende

Certification by Principal Executive and Princi@hancial Officers pursuant to 18 U.S.C. Sectiob@, s adopted pursuant
to Section 906 of the Sarba-Oxley Act of 2002

XBRL Instance Documert

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Definition Linkbase Docum
XBRL Taxonomy Extension Labels Linkbase Docunr
XBRL Taxonomy Extension Presentation Linkbase Doent
XBRL Taxonomy

* XBRL (eXtensible Business Reporting Languagebpiniation is furnished and not filed or a part aégistration statement or prospectus
for purposes of sections 11 or 12 of the Securiietsof 1933, is deemed not filed for purposesetft®on 18 of the Securities Exchange
of 1934, as amended, and otherwise is not sulgdizthility under these sectior
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

NEWTEK BUSINESS SERVICES, INC.

Date: November 1, 2012 By: /s/ Barry Sloane

Barry Sloane

Chairman of the Board, Chief Executive Officer
and Secretary

(Principal Executive Officer

Date: November 1, 2012 By: /s/ Jennifer C. Eddelson

Jennifer C. Eddelson
Chief Accounting Officer
(Principal Financial Officer
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Exhibit 31.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Barry Sloane, certify that:

1. I have reviewed this quarterly report on Forn-Q of Newtek Business Services, Inc. (“registran”);

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or enétate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3. Based on my knowledge, the financial statemems,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;

4.  The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag 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 procedoresused such disclosure controls and procedoies designed
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being preparec

designed such internal control over financiglorting, or caused such internal control over fmahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

evaluated the effectiveness of the registratigslosure 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 change in the tegyi$'s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evélly affect, the registra’s internal control over financial reportir

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal 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)

all significant deficiencies and material weadses in the design or operation of internal corver 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 inveslveanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Dated: November 1, 2012

/sl Barry Sloane

Barry Sloane

Chief Executive Officer
(Principal Executive Officer




Exhibit 31.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Jennifer C. Eddelson, certify that:
1. I have reviewed this quarterly report on Forn-Q of Newtek Business Services, Inc. (“registran”);

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or enétate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3. Based on my knowledge, the financial statemems,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;

4.  The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag 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 procedoresused such disclosure controls and procedoies designed
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being preparec

designed such internal control over financiglorting, or caused such internal control over fmahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

evaluated the effectiveness of the registratigslosure 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 change in the tegyi$'s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evélly affect, the registra’s internal control over financial reportir

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal 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)

all significant deficiencies and material weadses in the design or operation of internal corver 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 inveslveanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Dated: November 1, 2012

/s/ Jennifer C. Eddelson
Jennifer C. Eddelson
Chief Accounting Officer
(Principal Financial Officer




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 September 30, 2012 (the SR8mf Newtek Business Services,
Inc. (the “Company”), as filed with the Securiteasd Exchange Commission on the date hereof, Bdoan8, as Principal Executive Officer,
and Jennifer Eddelson, as Principal Financial @ffiof the Company, each hereby certifies, purstcah8 U.S.C. 81350, as adopted pursuant
to 8906 of the Sarbanes-Oxley Act of 2002, thagaoh officer's knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934, as amended,; &
(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 Officer
(Principal Executive Officer

/s/ Jennifer C. Eddelson
Jennifer C. Eddelson, Chief Accounting Officer
(Principal Financial Officer

Dated: November 1, 201



