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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

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

For the fiscal year ended December 31, 2009

Commission file number: 001-16123

NEWTEK BUSINESS SERVICES, INC.

New York 11-350463¢€

(State or other jurisdiction of (I.LR.S. Employer

incorporation or organization) Identification No.)
1440 Broadway, 17" Floor New York, New York 10018
(Address of principal executive offices) (Zip Code)

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

Securities Registered Pursuant to Section 12(b) tfe Act: None
Securities Registered Pursuant to Section 12(g) tfe Act:

Common Shares, par value $0.02 per share
(Title of class)

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405c08#turities Act.  Yed No
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ort®ecl5(d) of the Act. Yes[ No

Indicate by check mark whether the registranth@g filed all reports required to be filed by Sewtl3 or 15(d) of the Securities Exchange Act
of 1934 during the past 12 months (or for such telngreriod that the registrant was required todileh reports) and (2) has been subject to
filing requirements for the past 90 days. Y&d No O

Indicate by check mark whether the registrant ldsnitted electronically and posted on its corporegbsite, if any, every Interactive Data |
required to be submitted and posted pursuant te Bb of Regulation $-(Section 232.405 of this chapter) during the pdiétg 12 months (i
for such shorter period that the registrant wasired to submit and post such files). Y&3 No [

Indicate by check mark if disclosure of delinquigletrs pursuant to Item 405 of Regulation S-K i¢ oontained herein, and will not be
contained, to the best of registrant’s knowledgejdfinitive proxy or information statements incorated by reference in Part 1l of this Form
10-K or any amendment to this Form 10-Kx]

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

Large Accelerated file [ Accelerated file O

Non-accelerated file O Smaller reporting compar

Indicate by check mark whether the registrantseell company (as defined in Rule -2 of the Exchange Act). Ye:Od No



The aggregate market value of the voting and ndmga@ommon equity held by non-affiliates of thgistrant was approximately $13,166,000
as of the last business day of the registrant’srséiscal quarter of 2009.

As of February 26, 2010 there were 36,727,139 shaseied and outstanding of the registrant’s Com8taares, par value $0.02 per share.
Documents incorporated by reference:

Portions of the Proxy Statement to be filed for @@npany’s 2010 Annual Meeting of Shareholdersrazerporated by reference into Part Il
of this Form 10-K.
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PART I

Iltem 1 BUSINESS
Overview

Newtek Business Services, I. (“we,” “the Company” or “Newtek”), “The Small Bus#ss Authority”, provides business services to thalk
and medium-sized business market. Our one-stop-shalples businesses to grow and prosper by obgainin

» Electronic Payment ProcessingCredit card, debit card, check conversion and AGHt®Ns

« Ecommerce ServicesCombinations of payment processing, online shoppargtools, web site design, web hosting and web
related services which enable businesses to edtablpresence and commercial capability on therietén a quick and simple
fashion.

»  Web Hosting: Full service web host including domain registratéomd online shopping cart toc
* Web Design and DevelopmeniCustomized web design and development sen

» Data Backup, Storage and RetrievalFast, secure, ¢-site data backup, storage and retrie

* Business Lending:Business loans to start up, acquire or expand indss

» Accounts Receivable FinancingReceivable financing and management sen

» Insurance ServicesNationwide commercial, health and benefits, andqaal lines of insuranc
» Payroll: Payroll management processing and employee tayg

As of December 31, 2009, we had over 100,000 basiaecounts whom we derived revenue from in 200®ug¢ state of the art web-based
proprietary technology to provide low cost produatsl services to our small- and medium-sized basiokents. We acquire our customers
through the internet, internal and independentss@iams, and alliances with Fortune 500 compaodgsmunity banks, credit unions and
others, all of whom have elected to offer one oreraf our business services and financial prodiatteer than try to provide them directly for
their customers or members. We are also a holdingpany for 13 certified capital companies, whichreker to as Capcos. However, we have
deemphasized our Capco business, which we are iprttess of winding down, in favor of growing ayerating businesses and do not
anticipate creating any new Capcos in the forededature.

History

Newtek is a corporation formed under the laws ofvN®rk that serves as a holding company for sewehallly- and majority-owned
subsidiaries. We were founded in 1998 to providet dad equity financing to small- and medium-sibedinesses. We have since developed
our branded line of business and financial prodantsservices for the small- and medium-sized lessimarket. At December 31, 2009, we
had 21 subsidiaries, in addition to our 13 Capotay of which were a result of investments throtighCapco programsiNe do not
anticipate creating any new Capcos in the forededature, although we continue to make occasiomastments in and loans to small
businesses through our existing Capcos and megbtile of the Capco programs. We are concentratingfforts on becoming the Small
Business Authority by creating a distribution chalnfior financial services and products for the dsreaid medium-sized business market.

Business Strategy
Key elements of our strategy to grow our business:

» Continue to focus our business model to serverttal- and mediur-sized business markiWe are focused on developing ¢
marketing business and financial products and sesv@imed at the small-and medium-sized businedsetm®ur target market
represents a very significant marketplace in thigddrStates based on non-farm private gross domgsiduct (“GDP”).According
to statistics published by the U.S. Small Busingdsninistration (the “SBA”), approximately 51% ofdlfGDP in the United States
comes from small businesses and approximately ¥¥aginesse
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in the United States which have one or more em@gyit into this market segment. Our business mizdtel get that market to vie
us as “The Small Business Authority” — their sounEéhe types of business and financial servicepregide. We are now
providing one or more services to over 100,000res&8 accounts. We intend to continue to leveragéléwtek™ brand as a one-
stof-shop provider for the sm- and medium sized business marl

Continue to implement a strategy of acquiring costes and processing their business at low (We seek to acquire customers

a low cost through a national strategy centeredwralliance partners and our NewTracker™ technol@ur alliance partners use
our proprietary NewTracker™ referral system to refestomers to us for sales and customer trackidgpaocessing.
NewTracker™ distributes the referral to our appiaterbusiness segment or segments for fulfillmemiterkeeping our allianc
partners up to date on the customer’s progressaintime with detailed documentation. We use tmeesproprietary system as our
gateway for direct sales through our website arrdBimExec program. We seek to minimize advertisand commission selling
expenses and/or referral fees through the usecbhtdogy.

Further develop national marketing of t“ Newtek™ brand through our alliance partne. We have formed key marketit
alliances with national business organizations @sc@hartis, Merrill Lynch, Navy Federal Credit bmj and Morgan Stanley Sm
Barney, and trade organizations such as the Quaditn National Association, Pershing and The Latiwalition. We seek to build
on the endorsement by these partners of our teagyohigh level of customer service and competigiyeiced products and
services

Continue to develop our state-of-the-art technoltiggrocess business applications and financiah$gctionsWe are expanding
our proprietary NewTracker™ referral system whittbves us to process new business utilizing a wesetlacentralized processing
point to provide greater sales functio

Implement an outbound selling strategy leveragingdatabaseWe have implemented a project of combining all Gestsets into
seamless, enterprise-wide accessible master databasder to facilitate cross marketing, sellimgl@ervicing, real-time data
mining and business intelligence. We seek to csefiour existing clients and have establisheddicdéed team to use our master
database for cross marketing, selling and servidivig believe that this will provide us with loweyramission costs and highest
margins.

Continue to fulfill our obligations under the cunteCapco programOur emphasis is on continuing our exemplary reguyat
compliance program in order to complete successt# investment cycles for all Capcos. At Decen8ier2009, we had reached
the final minimum investment requirements in alpCa programs in which we participated. We belidig €nsures that 100% of
the tax credits related to the programs are beyiskdf recapture. As the Capcos reach 100 peingastment, of which two have
thus far, we will seek to decertify them as Capdéigsjdate their remaining assets and thereby redwr operations costs,
particularly the legal and accounting costs assediwith compliance

Ecommerce Initiative

Representative of our growth strategy, during 28@3developed an integrated package of servicesedd®dsmall- and medium-sized
businesses to meet the challenges they face ingé#lleir products and services on the world wigdwOur web hosting and electronic
payment processing businesses collaborated todgavsingle, easy to use integrated package thafitied from each entity’s unique
knowledge of their customers’ needs. When launéh@®10, Newtek Ecommerce Solution will providenterchants a one stop shop for:

a free and easy to use tool to create their ownsitebwhich may include a shopping ci
web site hosting

electronic payment acceptance capability utilizingdit and debit card

the ability to add automatic data stora

the ability to enhance their web sites for gre&tegrnet visibility; anc

safeguards necessary to protect consumer finagibpersonal information in a manner consistert afitapplicable lege
requirements

We believe that the ability of a small- or mediuipesl business to make one choice and obtain dlighreecessary to stay competitive in
today’s marketplace, and to do so at a very cdste price, will be an attractive offering. Weea
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exploring varying pricing approaches to this paekagd are now offering the Web site design tod ffecharge to introduce the package to
customers. This will also enable each of our bussirservices specialists to provide their customérsall services at one sitting.

In addition to the fully integrated, easy to useramerce web sites, we are also offering online hmerts which utilize their own or our custom
sites an online electronic payment processing ioffecalled NewtPay and NewtPayPro. We believe diaioffering competes favorably aga
Paypal's ™ merchant offerings, providing similaddawer rates with quicker (48 hour) funding of pegnt to the merchants.

Principal Business Segments
Overview

The Companys principal business segments, which we operatecivordinated manner in order to provide busineddiaancial services to tl
small- and medium-sized business market, are:

Electronic Payment ProcessingMarketing third party credit card processing andathapproval services to the small- and mediumdsize
business market.

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

Small Business FinanceNewtek Small Business Finance, Inc. (‘NSBF”), daradlly licensed, SBA lender that originates, satsl services
loans to qualifying small businesses, which ar¢igir guaranteed by the SBA and CDS Business 8esyilnc. d/b/a Newtek Business Credit
(“NBC") which provides receivable financing and ragement services.

All Other: Businesses formed from investments made througledCamgrams which cannot be aggregated with otherating segments.

Corporate Activities: Corporate implements business strategy, direct&etiag, provides technology oversight and guidacoerdinates and
integrates activities of the segments, contracts alliance partners, acquirers customer oppoigsm#énd owns our proprietary NewTracker™
referral system. This segment includes revenuesapdnses not allocated to other segments, includtegest income, Capco management fee
income and corporate operations expenses.

Capcos:Thirteen certified capital companies which invessimall- and medium-sized businesses. They geneoateash income from tax
credits and non-cash interest and insurance expémseldition to cash management fees.

Financial information for each segment can be fomdanagement’s Discussion and Analysis of Resafl®perations and Financial
Condition, Segment Results and Note 23 to the Qimlaged Financial Statements, below.

Electronic Payment Processing

Universal Processing Services of Wisconsin, LL®/alNewtek Merchant Solutions (“NMSi)arkets credit and debit card processing sen
check approval services and ancillary processingpegent and software to merchants who accept ceadits, debit cards, checks and other
non-cash forms of payment. New merchants are acquiredigh several sales channels. Our primary focas @eveloping new merchant s¢
leads as a result of internal sales efforts. NM$thegeted the marketing of its array of serviaeden agreements with alliance partners which
are principally financial institutions, includingbks, credit unions and other related businessahvalne able to refer potential customers to
NMS through Newte’'s NewTracker™ referral system. In addition, butittesser extent, we selectively will enter intoeggnents with
independent sales organizations and independers agénts throughout the country. These referriggrnizations and associations are
typically paid a percentage of the processing ragaterived from the respective merchants that sliegessfully refer to us. In December 2|
we made residual payments to approximately 130peddent sales agents or agencies pursuant to ctanvith them. In 2009, we processed
over 31 million transactions with a merchant sal@sime exceeding $3 billion. Our customer basethrdelated sales volume processed by us
has grown significantly during each year of operadisince 2002 through a combination of organievgtan customers as well as selective
merchant portfolio acquisitions. Our merchant baee grown from approximately 1,200 merchants aetiteof 2002 to approximately 14,000
merchants at the end of 2009. Similarly, total sal@lume in 2009 exceeded $3 billion, up from $38ilion in 2002.

Certain of our other subsidiaries operate mercpartfolios which are serviced by NMS.
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We maintain two main customer service and salepatipffices which are located in Milwaukee, Wisstomand Brownsville, Texas with
specialists also located in Phoenix, Arizona and/Nerk. Our personnel at these locations assisthasts with initial installation of
equipment and on-going service, as well as anyrahecial processing needs that they may have.

Because we are not a bank, we are unable to b&doswgd directly access the Vi8a and Master@ard dzdkassociations and we must be
sponsored by a bank in order to process bankcanddctions. We are currently registered with Wisad MasterCard@ through the sponsorst
of a bank that is a member of the card associati@os electronic payment processing businesseoretyur ability to obtain data processing
services; in 2009 we signed agreements with WeltgdBank to diversify our processing operations w&ith First Data Corporation to reduce
our costs. We contract with several large-scala gatcessing companies to provide the front-endoae#t-end processing. As our merchant
base has grown, we believe that we have been@blehieve greater economies of scale in terms gdtiaging the cost structure for providing
such settlement services.

There are two aspects to the processing: theliaitidoorization of a payment (referred to as thierif-end processing”) and the merchant credit
and cardholder charge transaction (the “back endgssing”). Our payment processing business refiagp to five front-end and back-end
processors which reduces our risk of reliance gnoere source and also gives us the option of intgizlifferent processors to match the needs
of particular merchants or situations.

As a result of our exposure to liability for merohé&aud, charge-backs and other losses inhergheimerchant payment processing business,
we have developed practices and policies whichmgatéo assess and reduce these risks. Activitigginoh we engage in order to mitigate such
risks are:

» underwriting the initial application of a merchaatidentify unusual risks, structuring the relasbip in a manner consistent with
acceptable risks and, where possible, obtainingregmal or parent corporation guarantee from thenaat;

* monitoring the daily and monthly activity of eaclerchant to identify any departures from normatikiarging behavior of each
merchant and monitoring the largest of our merchand those with high levels of refunds or chargekb, so as to ensure an
opportunity to address any credit or chi-back liability problems at the earliest possibiedj anc

» requiring high-risk merchants to agree to the distalment of cash reserves to protect us againsthmet failures to pay for charge-
backs and other fees, and making adjustments & theserves as merchant experience indic

Our development and growth is focused on sellingsewvices to internally generate referrals, mantheferrals identified for us by our
alliance partners and, to a lesser extent, byralegpendent sales representatives. We are diffégrantmost electronic payment processing
companies who acquire their clients primarily thigbundependent agents. We currently acquire apprately one-half of our new customers
from alliance partner relationships utilizing oupoprietary NewTracker™ system. We believe thatlmiginess model provides us with a
competitive advantage by enabling us to acquire eleatronic payment processing merchants at a loagtrlevel for third-party commissions
than the industry average. Our business model allesso own the customer as well as the streamsidual payments, as opposed to models
which rely more heavily on independent sales ag&iesalso believe that merchants obtained as & i#fsour alliance referrals and internal
sales efforts are more directly loyal to Newteknttiaose of competitors that rely primarily on indegent sales agents to bring merchants to
them.

Web Hosting Services

Through CrystalTech Web Hosting, Inc. d/b/a/ NewEekhnology Services (“CrystalTech” and “NTSHe provide website hosting service:
more than 68,000 customer accounts with 105,000aiftsmin over 120 countries. NTS provides shareddsuticated hosting plans under the
CrystalTech™ brand for which it receives recurnngnthly fees, as well as other fees such as sétasy consulting fees, domain name
registrations and others. Ninety percent of alsfeee paid in advance by credit card. NTS deligersices under the CrystalTech™ brand not
just to customers seeking hosting but also to vdades, resellers and web developers by offerirange of tools for them to build, resell &
deliver their web content. In 2009, we continueg phocess begun in 2008 of transitioning to opeaatblewtek Technology Services™,;
CrystalTech™, the core business supporting our lrgeting initiatives, became a Newtek Technologwi®es™ brand. Going forward, we
intend to market and cross market under Newtek i@ogy Services™, Newtek Web Services™, and Newi¥ekhosting™ brands.

NTS primarily uses Microsoft Window® technology. Microsoft has described NTS as onéeflargest hosting services in the world providing
Microsoft Windows 200% hosting. NTS also offers Winbased web hosting and web-based data storageagkelip services. NTS currently
operates a 5,000 square foot fortress strengthcgater located in Scottsdale, Arizona, utiliziegundant networking, electrical and back-up
systems, affording customers what management leslitvbe a state of the art level of performancepaatection.

6



Table of Contents

Over 70% of the new NTS customers have come asudt iif customer referrals without material expéumndis for marketing or advertising.
Many of NTS’s competitors are very price sensitiviéering minimal services at cut-rate pricing. I¢hbeing cost competitive with most
Linux- and Windows-based web hosting services, N&a$emphasized higher quality uptime, service apgart.

The Company has diversified its hosting reach ligrivfg services to small- and medium-sized busieessder different brands all under
Newtek Technology Services™ including Newtek Webs/iBes™, Newtek Data Storage™ and Newtek Web DegsighDevelopment™. NT
focuses specifically on select target markets sisctestaurants, financial institutions, medicatficas, law firms, accountants, retail and
technology service providers for channel businessraselling. The Company has previously launchedrikey solution to satisfy financial
institution needs for dedicated servers, hostirdf@data storage, enabling these entities to cpmijth regulatory requirements with the
highest level of safety and security.

Small Business Finance

We originate SBA loans and offer accounts receidiblancing and other lending products essentiasfioall- and mediunsized businesses.
addition, we provide small business loan serviging consulting to the FDIC.

Newtek Small Business Finance, In“'NSBF”) specializes in originating, servicing anellsng small business loans guaranteed by the SBA f
the purpose of acquiring commercial real estatehin@ry, equipment and inventory and to refinanelet éind fund franchises, working capital
and business acquisitions. NSBF is one of 14 SBé&nked Small Business Lending Corporations thatigedoans nationwide under the
federal Section 7(a) loan program (“SBA 7(a) 10gnBISBF has received preferred lender program (RBt&ys, a designation whereby the
SBA authorizes the most experienced SBA lendepdatoe SBA guarantees on loans without seeking @A review and approval. Being a
national lender, PLP status allows NSBF to servelients in an expedited manner since it is nguired to present applications to the SBA for
concurrent review and approval.

We stopped making SBA 7(a) loans in the fourth tpraof 2008 because of turmoil in the economy diglidity in the SBA 7(a) loan
secondary market but have begun to make loansgitlrnsecond half of 2009. Our credit line with &eh Electric Commercial Capital
(“GECC"), which we use to fund and warehouse lo@due to terminate May 31, 2010. We have receatlyounced that we have come to
agreement on terms for a new term loan from Cafited, N.A. which will prepay in full our obligationith GECC. The final loan documents
are currently under review with the SBA. In additiove are exploring options to provide lower castding for our SBA 7(a) lending business.
We are also exploring the purchase of distressau portfolios that we would service and managegusiir existing infrastructure.

We originate loans ranging from $3,000 to $2 millio both startup and existing businesses, whdhes&inds for a wide range of business
needs including:
e opening, expanding or acquiring a business or fresec $25,000 to $2.0 millior
» financing working capital
. SBA term loans: at least $25,0
. Purchase equipment: $25,000 to $2.0 mil
e purchasing ownroccupied commercial real estate and leasehold wmepnents: up to $5.0 million; ar
» refinancing existing nc-rea-estate business debt: $25,000 to $2.0 mill
Late in 2009 we were selected by the Federal Depwmsirance Corporation as its contractor to marsgkeservice portfolios of SBA 7(a) loe
acquired by FDIC from failed financial institutiant such time as we are directed to do so, weagiflist in the packaging of these loans for
sale by the FDIC. Our existing servicing faciliteesd personnel will perform these activities supy@ated by contract workers as needed. As

this is a new contract, the activity to date hasnbmodest. The eventual size of the portfolio wié seirvice for the FDIC will depend on the
level of bank failures and the needs of the FDI@amaging portfolios acquired from those banks.

We also offer accounts receivable financing andagament services through CDS Business Servicesi/iita Newtek Business Credit
(“NBC”). Through this service, small- and mediunzesi businesses can obtain $10,000 to $500,000 gathrthrough the sale of their trade
receivables as well as back office services sudfillirsy and cash collections.

We also offer merchant cash advance services tousiomers, under which a merchant sells futurditccard receivables at a discount, but do
so only through referrals to third party providédsider this program, the merchant receives theh@ase amount upfront and agrees to have a
set percentage of the credit card sales deduatedifs daily deposits and remitted back until thechase amount is repaid; in some cases we
process that payment streams. We offer these ssrag an agent, and are not taking on creditmisbmnection with these services.
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All Other (including Small Business Insurance Protduand Services)

We offer small business insurance products andcesrvhrough Newtek Insurance Agency, LLC, whichidensed in 50 states. We serve as a
retail and wholesale agency specializing in the s&personal, commercial and health/benefits linegrance products to customers of all our
affiliated companies as well as our alliance pagné/e offer insurance products from multiple irsge carriers providing a wide range of
choice for our customers. Prior to 2009, we impleted a program with the Navy Federal Credit Unmmirket commercial and
homeowners’ insurance to their 3.4 million membarg] formed a strategic alliance with Chartis (feritm AIG Small Business) to provide
agent services to small business clients. We argreong our efforts to implement programs withiadlce partners to market commercial and
personal insurance.

Corporate Activities

Corporate implements business strategy, direct&etiag, provides technology oversight and guidacoeydinates and integrates activities of
the segments, contracts with alliance partnergjieexg customer opportunities and owns our proprneNewTracker™ referral system and all
other intellectual property rights. This segmerludes revenue and expenses not allocated to stigenents, including interest income, Capco
management fee income and corporate operationnisepe

Certified Capital Companies

The Company historically obtained long-term finangcto fund its investments and operations primahitpugh the issuance of notes to
insurance companies through the Capco programsughrDecember 31, 2009, Newtek had received imadgigeegate $235,718,000 in
proceeds from the issuance of long-term Capco @dgco warrants, and Newtek common shares thrawglBapco programs.

We have deemphasized our Capco business in faxgrowfing our operating businesses and do not gatieicreating any new Capcos in the
foreseeable future. While observing all requireraaitthe Capco programs and, in particular, finagcjualified businesses meeting applicable
state requirements as to limitations on the propomf ownership of qualified businesses, we hasenbable to use this funding source as a
means to facilitate the growth of our businesséudchvare strategically focused on providing gooald services to small businesses such as
those in which our Capcos invest. We continue testin and lend to small businesses through astieg Capcos and meet the goals of the
Capco programs.

The revenue derived from our Capcos has declirgaiesenting approximately 8% in 2009, 9% of revan#008 and 16% in 2007. This tre
demonstrates as a portion of revenue the shiftiirbasiness from reliance on Capco cash flowsaatvelopment of operating businesses
generating increasing amounts of revenues, incardeash flows. We rely on the annual managemestdé2.5% of certified (initial) capital,
as fixed by the Capco statutes, as a partial safrcash to cover our operating expenses, whi@00D was approximately $3,373,000. This
covers all supportive services generally providedis; however, the management fee is paid out pt€aash on hand and is not set aside or
reserved for payment out of the funds receivedheyGapcos. The amount of the management fee isgbedtand established by statute.

Marketing
Overview

We market ourselves to our small- and medium-simesiness customers through our mottos of “The SBudiness Authority” and “We Do It
Better.” An example of how we seek to do this is leilingual 24/7 call center which we believe igaduable feature for most small business
owners that need help during non-business hour®aneeekends. We use web-based applications asleuse tool to help our employees
and associates to be efficient, smart and prodeichinstead of using expensive, six-figured salagiegloyees that a typical bank or an
insurance agency would use to market financial petgland business services to small- and mediuett§imsiness customers, we use very
smart, efficient, high-quality technology and dedéx, loyal non-executive-salary-plus-bonus empsye

We believe that our business service specialis@lgroduct lines understand the needs of theldmainess owner. We conduct telephone
interviews with our target customers across altlpnt lines to deepen our understanding of theidse@/e have tailored our procedures so our
small- and medium-sized business customers doawat to fill out multiple handwritten forms or typaultiple data entry screens, which we
believe is the most aggravating factor facing arstemers. We have modeled our back-office and kasioperations after customer centered
operational models, such as that of Progressiuerdnge. We stress our responsive customer semitgva endeavor to excel in addressing
resolving issues and problems that our customeysfata. We are now providing our 24/7 customeriserfunctions in Spanish as well as
English to service the growing Hispanic owned apdrated small business customer base in the USttds.
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We market our services through referrals from dliarece partners such as Chartis, Merrill Lynchedit Union National Association, Pershi
and Navy Federal Credit Union, using our proprietdewTracker™ referral system. In addition, elesticqpayment processing services are
also marketed through independent representativisvab hosting and ecommerce services are markatmagh internet-based marketing and
third-party resellers. A common thread across @dlitess lines relates to acquiring customers atlmst. We seek to bundle our marketing
efforts through our brand, our portal, our pro@igtNewTracker™ technology and one easy entry paficbntact.

We have implemented a multi-channel marketing enathat consists of:

Direct: We market through our website, www.newtekbusinessgses.com We have created a place on our website for dmgihess
owners/operators to go to acquire one or moreefNbwtek services directly. We also market throads, seminars, magazine placements and
internet key words and/or general promotion.

Indirect: Our alliance partners market one or more of owrises to their customer base or member, and utNiee@Tracker™ to submit
referrals to Newtek from either their website aedtly by their staff. Through our BizExec Programg are recruiting individual professionals
such as insurance agents, lawyers, and accoumthotwill utilize NewTracker™ either through the aslishment of a new website or through
a link to NewTracker™ from their own site.

Direct Outbound: We have implemented a project of combining all destsets into a seamless, enterprise-wide accessisier database in
order to facilitate cross marketing, selling and/eéng, real-time data mining, and business ifdelhice. We have established a dedicated team
to use our master database for cross marketinmgahd servicing

Direct Alliance: Small business owners/operators go to the webkda alliance partner in order to acquire one orevaf the Newtek
services, driven by ads, keywords, seminars, cenfers and/or general promotion. This is curremtlglace with Chartis, NCMIC Financial,
Inc. and Navy Federal Credit Union.

We have contracted with affiliates in Brownsvillesxas to provide back-office support, includingtouser service, for our business segments.

The Newtek Referral System

Our proprietary NewTracker™ referral system allayggo process new business utilizing a web-bassdralized processing point. In-bound
referrals from alliance partners, our website ath@iosources are transmitted to our businesse®tade the service or services our customers
need. Our trained representatives use these weldHagplications as a tool to acquire and procetsstdeough telephonic interviews,
eliminating the need for face-to-face contact drerequirement that a customer complete multippepéorms or data entry for multiple
product lines. This approach is customer friendligws us to process applications very efficiemthyd allows us to store client information for
further processing and cross-selling efforts whifering what we believe to be the highest levetastomer service. It also assures our alliance
partners full transaction transparency. This sygtenmits our alliance partners to have a windowuoback office processing 24 hours a de
days a week, to see every communication and irtterabetween our sales and processing represesdadivd their referred customers while
still preserving the privacy of customer or alliargartner sensitive data on the application. Neakegd™ enables the processing and tracking
of services in a manner similar to the bar cod¢éesyaused by overnight delivery services. We belibat NewTracker™ is a key differentiat
component of our business. It enables us to sealbusiness services rapidly to meet the demandsrofustomers. NewTracker™ enables
alliance partners to offer our services immediatefyhout having to invest in marketing materialales and marketing personnel, training,
licensing or office space. Because their customersembers are driven by our technology to our ggemg centers, which can handle
increased volume of transactions without havingdd specialized staff or infrastructure, theredsiaed for additional investment by our
customers.

Alliances

Each of the operating businesses benefit fromehbeipt of significant numbers of customer referfeden our alliance partners, pursuant to
agreements negotiated and structured by our holdingpany management and staff. We are focuseding ssategic business affiliations to
identify likely small- to medium-sized business tousers and others to be serviced by our operatisinbsses. We seek to ally Newtek with
companies and organizations that wish to offerammore of our principal business lines to thestomers or members. We provide one-stop
shopping for alliance partners that want to lauoicexpand their business services. For exampley mait unions are serving small business
owners with consumer lending applications, butesa our alliance with Credit Union National Assticia, PSCU Financial Services or Fis
Solutions, Inc. d/b/a IntegraSys to expand theraig of services. We are also able to privatelamy of our business services for any alli:
partner.
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These alliance partners are able to provide grsateice to their customers and members and darsteady flow of referral payments from
On the other hand, our operating companies aréviegesignificant numbers of referrals for our sees in the areas of small business loans,
insurance and electronic payment processing anthaseacquiring customers at a low cost. NewTra¢kesur proprietary, internally
developed referral system technology, facilitakes transfer of information and also permits oustomer service representatives, their
supervisors and the referring alliance partnersbserve the real-time processing of each refdrah) intake to completion. For example, a
alliance partner financial advisor who refers akerage customer for electronic payment processiagtrack our processing of their client and
know when decisions are made, what they are, wieneferral fees are earned, as well as observeardee the operational performance of
our customer service representatives. The prosemsalogous to the bar code system used by oveedjliery services to track the movement
of a package, where critical processing pointdrgyat and the customer is able to access the coytppassword-protected web site and
monitor the movement of the package from pick ugdlivery.
We have entered into agreements to provide oneooe business services with, , the following enditimcluding but not limited to):

* Chartis, Inc. (formerly AIG Small Busines

e Merrill Lynch

* Morgan Stanley Smith Barne

*  Credit Union National Association (CUN/

* Microsoft

* Pershinc

* Navy Federal Credit Unio

* Members ItFederal Credit Unio

* Ent Federal Credit Unio

* NCMIC Financial, Inc

» Bellco Credit Unior

» The Latino Coalitior

*  Wright Patt Credit Uniol

Intellectual Property
Newtek has developed software which is the coliesdfiewTracker™ referral system and in Septemb86Zded a patent application with tl
United States Patent and Trademark Office covedieg Tracker™.

NTS uses specialized software to conduct its bssineder a perpetual, royefree license from its developer, the former owoier
CrystalTech, acquired at the time of our acquisitid the business.

We have several trademarks and service marksf athizh are of material importance to us. The fallog trademarks and service marks are
the subject of trademark registrations issued bylthited States Patent Trademark Office:

AT NEWTEK, WE DO IT BETTER

2. BIZEXEC

3. CRYSTALTECH

4. CRYSTALTECH WEB HOSTINC
5. CT & Design

6. NEWTEK

7. NEWTEK BIZEXEC

8. NEWTEK BUSINESS SERVICE!
9. NEWTEK BUSINESS SOLUTION¢
10. NEWTEK + NEWT LOGO

11. NEWTEK REFERRAL SYSTEN
12. NEWTEK TECHNOLOGY SERVICE:
13. NEWTEK WEB SERVICES

14. NEWTRACKER

15. WEBCONTROLCENTEF



16. NEWTEK BUSINESS CREDIT
17. NEWTEK DATA STORAGE
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The following trademarks and service marks aresthigect of pending trademark applications filedwifie United States Patent and Trader
Office:

NEWT LOGO + NEWTEK

2.  NEWTEK BUSINESS SERVICES, INC. + NEWT LOG
3. NEWTEK WEB DESIGN AND DEVELOPMENT
4. NEWTEK WEB HOSTING
5. WE DO IT BETTER
6. NEWTEK BUSINESS SOLUTION¢
7. NEWTPAY
8. NEWTPAY PRO
9. THE SMALL BUSINESS AUTHORITY
Competition

We compete in a large number of markets for the shbervices to small- and medium-sized busine&ssh of our principal operating
companies competes not only against suppliers ipdtticular state or region of the country bud @gainst suppliers operating on a national or
even a multi-national scale. None of the marketshich our companies compete are dominated by # somaber of companies that could
materially alter the terms of the competition.

Our Electronic payment processing segment compégtaHeartland Payment Systems, First National Baih®maha and Paymentech, L.P.
Our Web hosting segment competes with Host My &itBiscount ASP, Maxum ASP, GoDadegly , Yaheo! , Blost® , iPowerWely , and
Microsoft Live. Our Small business finance segnwamhpetes with regional and national banks and ratkltenders. It appears that Intuit is
attempting to bundle electronic payment processirgdy hosting, lending and payroll services sinmtidtaours that will compete in the same
small- to midsize-business market.

In many cases, the competitors of our companiesatras able as we are to take advantage of champesiness practices due to technolo¢
developments and, for those with a larger sizeuneble to offer the personalized service that nangll business owners and operators seem
to want.

While we compete with many different providers ur @arious businesses, we have been unable tdfidant direct and comprehensive
competitors that deliver the same broad suite nfiges focused on the needs of the small- and medized business market with the same
marketing strategy as we do. Some of our competédiWwantages include:

*  Our proprietary NewTracker™ referral system allayggo process new business utilizing a web-bassdralized processing point
and provides back end scalabili

* Our focus on developing and marketing business@eand financial products and services aimekeasina- and mediur-sized
business marke

«  Our scalability, which allows us to size our busimeervices capabilities very quickly to meet cosioand market neec
» Our ability to offer personalized service and cotitjye rates.

» A strategy of multiple channel distribution whiclvgs us maximum exposure in the marketpl:

* High quality customer service 24x7x365 across adiiess lines, with a focus primarily on absolutstomer service

* Our telephonic interview process, as opposed toirieg handwritten or data-typing processes, allowso offer high levels of
customer service and satisfaction, particularlysimall business owners who do not get this seffviza our competitors

* Our NewTracker™ Portal allows our alliance partrtereffer a centralized access point for their $- to mediun-sized busines
clients as part of their larger strategic appraactmarketing, and allows them to demonstrate they ire focused on providing a
suite of services to the small business marketidit@n to their core servici

Government Regulation
Overview

Newtel's electronic payment processing, lending, insueaaad Capco operations are subject to regulatidederal, state, and professional
governing bodies. In addition, our financial instibn customers, which include commercial banks @edit unions, operate in markets that are
subject to rigorous regulatory oversight and suigéra. The compliance of our products and servieitis these requirements depends on a
variety of factors including the particular functadity, the interactive design and the charteiiaarise of the financial institution. Our financial
services customers must independently assess &minitee what is required of them under these regula and are responsible for ensuring
that our systems and the design of their Web siteform to their regulatory obligations. New lawsegulations are frequently adopted in
these areas which require constant compliance amld increase our costs.
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Certified Capital Companies

In return for the Capcos making investments intéingeted companies, the states provide tax cregiteerally equal to funds invested in the
Capco by the insurance companies that provideuh@sfto the Capcos. In order to maintain its statua Capco and to avoid recapture or
forfeiture of the tax credits, each Capco must raeaimber of specific investment requirements idiclg a minimum investment schedule all
of which have been met prior to required dateslbgfaour Capcos. As a result, we believe themddasis for a loss of tax credits.

Each of the state Capco programs has a requiretimre Capco, in order to maintain its certifiestisé, must meet certain investment
requirements, both qualitative and quantitativeesSghinclude minimum investment amounts and timegeffor investment of “certified
capital” (the amount of the original funding of tBapco by the insurance companies) all of whickelzen met by our Capcos. The minimum
requirements are calculated on a cumulative basisaiow the Capcos to receive a return of an iteest and re-invest the funds for full
additional credit towards the minimum requiremefsgalitative requirements include limitations oe thitial size of the recipients of the
Capco funds, including the number of their emplayélee location within the respective state ofrédpients and the recipients’ commitment
to remain therein for a specified period of tintes types of business conducted by the recipientsife terms of the investments in the
recipients.

The states of Louisiana, Colorado, Texas and invileemost recent programs in New York (out of tive five have participated in) have had or
recently added to their Capco programs limitationghe equity investment Capcos can make in qadlifiusinesses. These programs or
program changes seek to preclude a Capco from gvaliiror a majority of the voting equity of the ested business. While Newtek has made
profitable majority-owned investments in the past, have also made minority or passive investmentgialified businesses. Newtek’s Capcos
are in full compliance with all investment limitatis, and management foresees no significant diffién continuing to remain in compliance.

When each of Newtek’s Capcos has invested in dgedlfusinesses an amount equal to 100% of itsiimiéirtified capital, it is able to decertify
(terminate its status as a Capco) and no longsubjgect to any state Capco regulation. Upon volyrdacertification, the programs in about
half of the states require that a Capco share tyilditions to its equity holders with the stap@ssoring the Capco. For those states that
require a share of distributions, the sharing peegges vary, but are generally from 10 to 30%, lisoa distributions above a specified
internal rate of return for the equity owners & tbapco. States not requiring distributions areateand New York (Programs 1, 2 and 3). At
this time, Newtek does not believe that the shargagirements will have a material impact on thepany’s financial condition or operations.

During 2007, two of Newtek' Capcos reached the 100% investment level arahiumady 2008 the first, Wilshire New York Adviseks,C, was
notified by the New York Insurance Department fh& no longer subject to regulation. The secoagped, Wilshire Partners, LLC will be
dissolved at the end of 2010 when the legislattsminates. Additionally, in October of 2009, ourdatnsin based Capco met its statutory
requirements and voluntarily decertified and wdsseguently dissolved.

Employees

As of December 31, 2009, we and the companies inhakie hold a controlling interest had a total 822mployees, of which 275 were full-
time employees. We believe our labor relationsga@d and none of our employees are covered bylectiok bargaining agreement.

Confidentiality Agreements

All our employees have signed confidentiality agneats, and it is our standard practice to requésely hired employees and, when
appropriate, independent consultants, to executBdamtiality agreements. These agreements prahigiethe employee or consultant may not
use or disclose confidential information excepthi@ performance of his or her duties for the comgpanin other limited circumstances. The
steps taken by us may not, however, be adequatetent the misappropriation of our proprietanhtggor technology.

Revenues and Assets by Geographic Area
During the years ended December 31, 2009, 2002804, all of our revenue was derived from custonrethe United States.
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Available Information

We are subject to the informational requirementthefSecurities Exchange Commission and in accesdatith those requirements file repo
proxy statements and other information with theugiéies and Exchange Commission. You may read apg the reports, proxy statements
and other information that we file with the Comniigsunder the informational requirements of theusigies Exchange Act at the
Commission’s Public Reference Room at 450 Fifte&tN.W., Washington, DC 20549. Please call 1-88G-8339 for information about the
Commission’s Public Reference Room. The Commisalsa maintains a web site that contains reportsgypand information statements and
other information regarding registrants that fikectronically with the Commission. The addresshaf Commission’s web site is
http://www.sec.gov Our principal offices are located at 1440 Broagwi&/ t Floor, New York, NY, 10018 and our telephanenber is

(212) 356-9500. Our web site is http://www.newtesibessservices.comNe make available through our web site, freehafrge, our Annual
Reports on Form 10-K, Quarterly Reports on FormQl@urrent Reports on Form 8-K and amendmentsasetiheports filed or furnished
pursuant to Section 13(a) or 15(d) of the Securifirchange Act of 1934, as amended, as soon ameddg practicable after we electronically
file such material with, or furnish it to, the Conssion. Information contained on our web site isapart of this report.

ltem 1A RISK FACTORS

If any of the following risks occur, our businefisancial condition and results of operations coblkel materially and adversely affected. In t
case, the value of our common shares could dealidestockholders may lose all or part of their istmeent. The risks set out below may not be
the only risks we face.

RISKS RELATING TO OUR BUSINESS GENERALLY
Our success depends on our ability to compete efta@ly in the highly competitive and highly regulaed industries in which we operate.

We face intense competition in providing web hagBervices, processing electronic payments andhatigg SBA loans, as well as in the
other industries in which we or our affiliated coamges operate. Low barriers to entry often resu#t steady stream of new competitors
entering certain of these businesses. Current atahfial competitors are or may be better estabtiseubstantially larger and have more
capital and other resources than we do. If we eXjirato additional geographical markets, we willdammpetition from others in those marlk
as well. In addition, some of the industries in efhive operate are highly regulated and we canmsoiragou that we will continue to be in full
compliance with applicable laws, rules and regalai Failure to maintain full compliance or if nws limit or eliminate some of the bene
of our business lines, our financial conditionutesof operations and cash flows could be matgralversely affected.

Our success depends upon our ability to enforce andaintain our intellectual property rights.

Our success depends, in significant part, on tbprjetary nature of our technology, including bp#tentable and non-patentable intellectual
property related to our NewTracker™ referral systéfe have filed one patent application with thetddiStates Patent office but there can be
no assurance that such patent will be grantedhd@@xtent that a competitor is able to reproducsttoerwise capitalize on our technology, it
may be difficult, expensive or impossible for uotiain necessary legal protection. In additiopatent protection of intellectual property
rights, we consider elements of our product deségmisprocesses to be proprietary and confidemialrely upon employee, consultant and
vendor non-disclosure agreements and contractoalgions and a system of internal safeguards tteptour proprietary information.
However, any of our registered or unregisteredlattual property rights may be challenged or eitptbby others in the industry, which might
harm our operating results. We have several tradesvaand service marks which are of material imparéato us. Litigation, which could result
in substantial cost to and diversion of our effomay be necessary to enforce trademarks issugesldoto determine the enforceability, scope
and validity of the proprietary rights of othersdverse determinations in any litigation or inteefece proceeding could subject us to costs
related to changing brand names and a loss ofls$tath brand recognition.

Our businesses depend on our ability to attract andetain key personnel and any loss of ability to atact these personnel could
adversely affect us.

Our success depends upon the ability of our affilacompanies and other companies in which we irteesttract and retain qualified persor
and our ability to supplement those capabilitiehwur senior management personnel. Competitioqdialified employees is intense. If our
affiliated companies lose the services of key pamet or are unable to attract additional qualifieglsonnel, the business, financial condition,
results of operations and cash flows of us or amaare of our affiliated companies could be matbriadversely affected. It can take a
significant period of time to identify and hire pennel with the combination of skills and attrilaitequired in carrying out our strategy.
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Our business relies heavily on the expertise ofsemior management, particularly Messrs. Barry i@daand Seth A. Cohen, our CEO and C
respectively. Mr. Sloane and Mr. Cohen currentlysgursuant to employment agreements which expirglay 31, 2011. The loss of the
services of these individuals could have a matedakrse effect on our financial condition, resafteperations and cash flows and it is likely
that it will be difficult to find adequate replacents.

Our businesses depend upon the ability to utilizene Internet for the conduct of a significant portion of their business; disruption to that
system could make it impossible for them to contineito conduct their current businesses.

Possible disruption to the normal functioning o thternet through, for example, power failureasrdrist sabotage, could make it impossible
for aspects of the lending, electronic payment @ssing, web hosting and in fact our referral sydtefanction. In the event of a major
disruption, and assuming that such disruptions dbel long-lived, we would be required to make esitechanges in the way these
companies do business. There is no assurance ¢hatlihave the time and resources to make theaagss.

Our success depends on our ability to use effectlyeour electronic referral and information processihg systems.

We have developed an electronic referral and peicgsystem for the applications necessary fosttes of each of our business lines other
than web site hosting. This system is critical tio ability to process such business with a low ealstantage and to obtain referrals from our
alliance partners. In particular, the ability t@wess the referral system and to track the progreaseferred customer is a major feature of the
perceived attractiveness of our system. If thienrad system should develop problems which we caaddress, it would have a material
negative impact on our business strategy. In additur ability to provide business services insiggly depends on our capacity to store,
retrieve, process and manage significant amourdsiaf. Interruption or loss of our information peesing capabilities through loss of stored
data, breakdown or malfunctioning of computer emépt and software systems, telecommunicationsréadu damage caused by acts of ne
or other disruption, could have a material advef§ect on our business, financial condition, resoftoperations and cash flows.

RISKS RELATING TO OUR ELECTRONIC PAYMENT PROCESSINBUSINESS

NMS relies on a bank sponsor, which has substantidiscretion with respect to certain elements of oubusiness practices, in order to
process bankcard transactions. If the sponsorshigiterminated, and we are not able to secure or trafier merchant portfolios to new
bank sponsors, we will not be able to conduct oudectronic payment processing business. We also rety service providers who are
critical to our business.

Because we are not a bank, we are unable to b&doangd directly access the Vi8a and Master@ard dzdkassociations. The Visa and
MasterCard® operating regulations require us topo@sored by a bank in order to process bankcandddions, which we are. If the
sponsorship is terminated and we are unable tasecbank sponsor, we will not be able to procesdktard transactions which would have a
material adverse effect on our business. Furthezmmr agreement with our sponsoring bank givespleasoring bank substantial discretio
approving certain elements of our business pragtioeluding our solicitation, application and dfiehtion procedures for merchants, the te
of our agreements with merchants, the processiegtfeat we charge, our customer service leveloandse of independent sales
organizations. We cannot guarantee that our spimgsbank’s actions under these agreements wilbeadetrimental to us. Other service
providers, some of whom are our competitors, acesgary for the conduct of our business. The textion by our service providers of these
arrangements with us or their failure to performsth services efficiently and effectively may aderaffect our relationships with the
merchants whose accounts we serve, and may casertierchants to terminate their processing agnetsmadth us.

If NMS or its processors or bank sponsor fail to atlere to the standards of the Vis® and MasterCar@ hakcard associations, our
registrations with these associations could be terimated and we could be required to stop providing ayment processing services for
Visa® and MasterCard® .

Substantially all of the transactions NMS processeslve Visa® or MasterCarél . If we, our bank spmnsr our processors fail to comply
with the applicable requirements of the Visa andtdeCard® bankcard associations, Visa or Master€eodld suspend or terminate our
registration. The termination of our registratioraay changes in the Visa or MasterCard ruleswimatd impair our registration could
require us to stop providing payment processingises, which would have a material adverse effaabar business.
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On occasion, NMS experience increases in intercham@nd sponsorship fees. If we cannot pass along $keincreases to our merchants,
our profit margins will be reduced.

Our electronic payment processing subsidiariesipiychange fees or assessments to bankcard agsogi®r each transaction we process
using their credit, debit and gift cards. From titog¢ime, the bankcard associations increase teecimange fees that they charge processor
the sponsoring banks. If we are not able to passetfee increases along to merchants through porrdsg increases in our processing fees,
our profit margins in this line of business will teduced.

Unauthorized disclosure of merchant or cardholder dta, whether through breach of our computer systemsr otherwise, could expose
us to liability and business losses.

Through our electronic payment processing subsatiawe collect and store sensitive data about Inaeits and cardholders, and we maintain a
database of cardholder data relating to spec#iesactions, including payment, card numbers anthoédter addresses, in order to process the
transactions and for fraud prevention and otherriratl processes. If anyone penetrates our netvemtkisy or otherwise misappropriates
sensitive merchant or cardholder data, we coulsulpgect to liability or business interruption. Wemaot guarantee that our systems will not be
penetrated in the future. If a breach of our sysbenurs, we may be subject to liability, includiclgims for unauthorized purchases with
misappropriated card information, impersonatioother similar fraud claims. Similar risks exist witegard to the storage and transmission of
such data by our processors. In the event of acly albreach, we may also be subject to a classndetivsuit. Small businesses are less
prepared for the complexities of safeguarding caldlr data than their larger counterparts. Sind@b2fore than 80% of the instances
involving unauthorized access to card data havelied small merchants, according to Visa USA Itite, largest payment card network. In the
event of non compliance by a customer of card itrgiusiles, we could face fines from payment cartvoeks. There can be no assurance that
we would be able to recover any such fines fronhsuustomer.

NMS has potential liability if our merchants refuseor cannot reimburse charge-backs resolved in favoof their customers.

If a billing dispute between a merchant and a oald#r is not ultimately resolved in favor of the neleant, the disputed transaction is “charged
back” to the merchant’s bank and credited to tle@awt of the cardholder. If we or our processingKsaare unable to collect the charge-back
from the merchant’s account, or if the merchanise$ or is financially unable due to bankruptcegtber reasons to reimburse the merchant’s
bank for the charge-back, we bear the loss foatheunt of the refund paid to the cardholder’'s bahést of our merchants deliver products or
services when purchased, so a contingent liabhditgharge-backs is unlikely to arise, and creditsissued on returned items. However, some
of our merchants do not provide services until stime after a purchase, which increases the patefoti contingent liability and the reserves
we require of the merchants may not be sufficierdaver the liability or may not even be availataleis in the event of a bankruptcy.

NMS has potential liability for customer or merchart fraud.

Credit card fraud occurs when a merchant’s custarees a stolen card (or a stolen card number andxrot-present transaction) to purchase
merchandise or services. In a traditional cardgmegansaction, if the merchant swipes the catkives authorization for the transaction from
the card issuing bank and verifies the signaturtherback of the card against the paper receipesidpy the customer, the card issuing bank
remains liable for any loss. In a fraudulent caotHoresent transaction, even if the merchant reseauthorization for the transaction, the
merchant is liable for any loss arising from thengaction. Many of our business customers are smdltransact a substantial percentage of
their sales over the Internet or by telephone df anders. Because their sales are card-not-preésmmiactions, these merchants are more
vulnerable to customer fraud than larger merchantswe could experience charge-backs arising framdholder fraud more frequently with
these merchants.

Merchant fraud occurs when a merchant, rather gheurstomer, knowingly uses a stolen or countecteil or card number to record a false
sales transaction or intentionally fails to delittee merchandise or services sold in an otherwa$id transaction. Anytime a merchant is une

to satisfy a charge-back, we are responsible fatrchargeback. We have established systems and procedudesect and reduce the impac
merchant fraud, but we cannot assure you that timesesures are or will be effective. Failure to ffeely manage risk and prevent fraud could
increase our charge-back liability.
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Our payment processing systems may fail due to famts beyond our control, which could interrupt our business or cause us to lose
business and likely increase our costs.

We depend on the uninterrupted operations of oopeder network systems, software and our processata centers. Defects in these
systems or damage to them due to factors beyondamtrol could cause severe disruption to our lessirand other material adverse effects on
our payment processing businesses.

RISKS RELATING TO OUR OPERATION OF A WEBSITE HOSTIN BUSINESS
NTS operates in a highly competitive industry in wich technological change can be rapid.

The website hosting business and its related tdogpanvolve a broad range of rapidly changing temlbgies. Our equipment and the
technologies on which it is based may not remamptitive over time, and others may develop supégichnologies that render our products
non-competitive without significant additional ctgpiexpenditures. Some of our competitors are Bagmitly larger and have substantially
greater market presence as well as greater finateifnical, operational, marketing and other veses and experience than we do. In the
event that such a competitor expends significaessand marketing resources in one or several rgnke may not be able to compete
successfully in such markets. We believe that cditipe will continue to increase, placing downwamessure on prices. Such pressure could
adversely affect our gross margins if we are né# &dbreduce our costs commensurate with such peiections. There can be no assurances
that we will remain competitive.

Our website hosting business depends on the effinieand uninterrupted operation of its computer andcommunications hardware
systems and infrastructure.

Despite precautions taken by NTS against poss#ilieré of its systems, interruptions could restdni natural disasters, power loss, the
inability to acquire fuel for our backup generatgedecommunications failure, terrorist attacks aimdilar events. NTS also leases
telecommunications lines from local, regional aational carriers whose service may be interrupBad. business, financial condition and
results of operations could be harmed by any daroaéglure that interrupts or delays our operagiofhere can be no assurance that our
insurance will cover all of the losses or compeadiES for the possible loss of clients occurringmtyany period that NTS is unable to
provide service.

Our inability to maintain the integrity of our infr astructure and the privacy of confidential information would materially affect out
business.

The NTS infrastructure is potentially vulnerableptoysical or electronic break-ins, viruses or samproblems. If our security measures are
circumvented, it could jeopardize the security afifidential information stored on NTS’s systemssapipropriate proprietary information or
cause interruptions in NTS’s operations. We mayeiired to make significant additional investmeartd efforts to protect against or remedy
security breaches. Security breaches that resaltéess to confidential information could damagereputation and expose us to a risk of loss
or liability. The security services that NTS offénsconnection with customers’ networks cannot essomplete protection from computer
viruses, break-ins and other disruptive problentiee dccurrence of these problems may result in gl@gainst NTS or us or liability on our
part. These claims, regardless of their ultimate@ue, could result in costly litigation and coblarm our business and reputation and impair
NTS's ability to attract and retain customers.

Our business depends on Microsoft Corporation andtbers for the licenses to use software as well ather intellectual property in the
website hosting business.

NTS's website hosting business is built on a techrickdglatform relying on the Microsoft Windows practs and other intellectual property
that NTS currently licenses. As a result, if we @nable to continue to have the benefit of thosenising arrangements or if the products upon
which NTS’s platform is built become obsolete, business could be materially and adversely affected

RISKS RELATING TO OUR SMALL BUSINESS FINANCE BUSINEBSES
We depend on our Lines of Credit.

Our SBA lending business is dependent currentlg dime of Credit with General Electric Commerciaptal (“GECC?”) to finance our
lending activities, which line is in place until M&1, 2010. We have a draft agreement with anratere lender, Capital One, N.A., but there
can be no assurance that we will be able to cordlualt transaction or that we will be able to nigetan alternate arrangement. Failure to
obtain financing would have a material adversectff@ our business, including but not limited te tiguidation of the loan portfolio to pay
down the line. If funds from such sale were insuidfint to completely pay down the line of credig tholding company would be responsible
any short fall up to $15 million. In addition, owgceivables financing company depends on a lireatfit from Wells Fargo Bank, NA (Wells
Fargo) which matures in February 2012. Loss oflthesand our inability to replace it would matdélgampact the business.
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We have specific risks associated with small busisg administration loans.

We have generally sold the guaranteed portion & 8Rns in the secondary market. Such sales haudteel in our earning premiums and
creating a stream of servicing income. There candassurance that we will be able to continueimaiing these loans, or that a secondary
market will exist for, or that we will continue tealize premiums upon the sale of the guarantedibpse of the SBA 7(a) loans. For a few
months in late 2008 and early 2009 the secondarkeh&r SBA 7(a) loans offered little loan premiamd we suspended loan originations. In
addition, we have experienced a decline in premiteusived; there can be no assurance that premitlhremain at the current levels.

Since we sell the guaranteed portion of substdyntialr entire SBA 7(a) loan portfolio, we incur dierisk on the non-guaranteed portion of the
SBA loans. We share pro rata with the SBA in ampveries. In the event of default on an SBA loam, mursuit of remedies against a borro

is subject to SBA approval, and where the SBA distads that its loss is attributable to deficiesdiethe manner in which the loan application
has been prepared and submitted, the SBA may éedihonor its guarantee with respect to our SBhgoor it may seek the recovery of
damages from us. If we should experience signifipaoblems with our underwriting of SBA loans, sdalure to honor a guarantee or the «

to correct the problems could have a material asdveffect on us. Although the SBA has never dedlinehonor its guarantees with respect to
SBA loans made by us since our acquisition of &melér, no assurance can be given that the SBA wmtldttempt to do so in the future.

Curtailment of the government-guaranteed loan progams could cut off an important segment of our busiess.

There can be no assurance that the federal govatrwilemaintain the SBA program, or that it wilbotinue to guarantee loans at current
levels. If we cannot continue making and sellingegrament-guaranteed loans, we will generate fewigimation fees and our ability to
generate gains on sale of loans will decrease. Frogto-time, the government agencies that guasatitese loans reach their internal
budgeted limits and cease to guarantee loansdtatad time period. In addition, these agencies change their rules for loans. Also, Cong
may adopt legislation that would have the effeadie€ontinuing or changing the programs. Non-gowemntal programs could replace
government programs for some borrowers, but thledemight not be equally acceptable. If these chawgeur, the volume of loans to small
business and industrial borrowers of the typesnbat qualify for governmenguaranteed loans could decline, as could the piufity of these
loans.

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

If our level of non-performing assets in our SBAding and receivable financing businesses rishérfuture, it could adversely affect our
revenue and earnings. Non-performing assets areapty loans on which borrowers are not makingrthequired payments or receivables for
which the customer has not made timely payment.-pnforming assets also include loans that have bestructured to permit the borrower
to have smaller payments and real estate thatdes dcquired through foreclosure of unpaid loangh& extent that our financial assets are
non-performing, we will have less cash availableléading and other activities.

Our reserve for credit losses may not be sufficierto cover unexpected losses.

Our business depends on the behavior of our custommeaddition to our credit practices and proceduwe maintain a reserve for credit lo:
on our SBA loans and accounts receivable portfeticch management has judged to be adequate giedonahs we originate and receivable
we purchase. We periodically review our reserveafigquacy considering current economic conditiomsteends, collateral values, charge-off
experience, levels of past due loans and non-peifigr assets, and we adjust our reserve accordikigiwever, based on the poor current
economic conditions of the recession, along withinges in the credit quality of our customers, @serves could materially be impacted thus
affecting our financial condition and results okeogtions.

We could be adversely affected by weakness in thesidential housing and commercial real estate marks

Weakness in residential home and commercial réateesalues could impair our ability to collect dafaulted SBA loans as real estate is
pledged in many of our SBA loans as part of théatelal package.
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RISKS RELATING TO OUR INSURANCE AGENCY BUSINESS
We depend on third parties, particularly property and casualty insurance companies, to supply the preatts marketed by our agents.

Our contracts with property and casualty insuraswrapanies typically provide that the contracts loaterminated by the supplier without
cause. Our inability to enter into satisfactoryaagements with these suppliers or the loss of tredagonships for any reason would adversely
affect the results of our new insurance businets,Aur inability to obtain these products at cetitive prices could make it difficult for us to
compete with larger and better capitalized pro\ddsrsuch insurance services.

If we fail to comply with government regulations, air insurance agency business could be adversely efted.

Our insurance agency business is subject to corapséfe regulation in the various states in whichple® to conduct business. Our success
will depend in part upon our ability to satisfy siseregulations and to obtain and maintain all megulicenses and permits. Our failure to
comply with any statutes and regulations could reweaterial adverse effect on us. Furthermoreatioption of additional statutes and
regulations, changes in the interpretation andreafoent of current statutes and regulations oexpansion of our business into jurisdictions
that have adopted more stringent regulatory reqérgs than those in which we currently conductiess could have a material adverse e
on us.

We do not have any control over the commissions olmsurance agency expects to earn on the sale ofumance products which are
based on premiums and commission rates set by ingrs and the conditions prevalent in the insurance arket.

Our insurance agency earns commissions on thegaisurance products. Commission rates and presitan change based on the prevailing
economic and competitive factors that affect insaeaunderwriters. In addition, the insurance inguisas been characterized by periods of
intense price competition due to excessive undéngrcapacity and periods of favorable premium Igdeie to shortages of capacity. We
cannot predict the timing or extent of future chesigh commission rates or premiums or the effegtadithese changes will have on the
operations of our insurance agency.

RISKS RELATED TO OUR CAPCO BUSINESS

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

The tax credits associated with the Capco progamsprovided to our Capcos’ investors are to Hezeti by the investors over a period of
time, which is typically ten years. Much can chadgeng such a period and it is possible that anmare states may revise or eliminate the
credits. Any such revision or repeal could haveatemal adverse economic impact on our Capcosgreitinectly or as a result of the Capco’s
insurer’s actions. Any such final state action vahjeopardized the tax credits could result in trevigler of our Capco insurance assuming
partial of full control of the particular Capcoander to minimize its liability under the Capcounance policies issued to our investors.

During 2002, a single legislator in Louisiana imtwced such a proposed bill, on which no action taken, and in Colorado in 2003 and 2004
bills to modify (not repeal) its Capco program waneoduced; the 2003 Colorado legislation was diefe in a legislative committee. The 2004
Colorado legislation was adopted but implementegutations made clear the application of the ndesranly to investments made after
passage. There can be no assurance that we wiensiibject to further legislative or regulatorfi@t which might adversely impact our Ca|
business, or that we will be able to successfuigilenge any such action.

Because our Capcos are subject to requirements undstate law, a failure of any of them to meet theseequirements could subject the
Capco and our shareholders to the loss of one or m@Capcos.

We have met all applicable requirements of the @ggvograms in which we participate. Nonethelessabse each Capco remains subject to
state regulation until it has invested 100 percdiis funds and otherwise remained in full legainpliance, there can be no assurance that we
will continue to be able to do so. A major regutgteiolation, while not fatal to our Capco businessuld materially increase the cost of
operating the Capcos.
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RISKS RELATING TO OUR COMMON SHARES
Our shares may be delisted.

On November 29, 2009, our shares were moved fradirtg on the Nasdaq Stock Market (“Nasdaq”) Glddatket to the Nasdaq Stock
Market Capital Market. The minimum bid price forasés on the Nasdaqg Capital Market is $1.00. Oureshtzave generally traded below this
amount since August 2008. In accordance with Matkee Rule 4450(e)(2), the Company was given 18nhdar days, or until May 29, 2010,
to regain compliance with the Rule. On FebruaryZf,0, Nasdaq notified the Company that due tartbeease in the trading price of the
common shares, we were in full compliance withaglblicable Nasdaqg Capital Market listing requiretagand no longer at risk of being
delisted. As compliance with the minimum tradingerfor common shares is beyond our control, tikarebe no assurance that the price will
remain above $1.00 indefinitely and, thereforeassurance that the threat of delisting can be adoilh the event that the common shares are
delisted, there can be no assurance that an guiblec market for our shares can be sustainedairdinrent trading levels can be sustained or
not diminished.

The application of the “penny stock” rules to our @mmon shares could limit the trading and liquidity of the common shares, adversely
affect the market price of our Common Shares and icrease your transaction costs to sell those shares.

As long as the trading price of our common shasdmelow $5.00 per share, open-market trading wilsbbject to the “penny stock” rules,
which impose additional sales practice requirementbroker-dealers who sell securities to persdnsrdghan established customers and
accredited investors and otherwise have the effidaniting the trading activity of the common skar reducing the liquidity of an investment
in the common shares and increasing the transactists for their sales and purchases.

Two of our shareholders, one a current and one a fmer executive officer, beneficially own approximaely 27% of our common shares,
and are able to exercise significant influence oveéhe outcome of most shareholder actions.

Although there is no agreement or understandingdsen them, because of their ownership of our shstessrs. Sloane and Rubin will be a
to have significant influence over actions requjréhareholder approval, including the electionioéators, the adoption of amendments to the
certificate of incorporation, approval of stockémtive plans and approval of major transactions sisca merger or sale of assets. This could
delay or prevent a change in control of our compaeyrive our shareholders of an opportunity t@ereea premium for their common shares
as part of a change in control and have a negaffeet on the market price of our common shares.

Future issuances of our common shares or other satties, including preferred shares, may dilute theper share book value of our
common shares or have other adverse consequence®tw common shareholders.

Our board of directors has the authority, withdug &ction or vote of our shareholders, to issuergtiart of the approximately 19,000,000
authorized but unissued shares of our common s€@gkbusiness strategy relies upon investmentadnaaquisitions of businesses using the
resources available to us, including our commomeshaVe have made acquisitions during each of ¢glaesyfrom 2002 to 2005 involving the
issuance of our common shares, and we expect te additional acquisitions in the future using oomenon shares. Additionally, we
anticipate granting additional options or restiics¢ock awards to our employees and directorsdritture. We may also issue additional
securities, through public or private offeringspnaler to raise capital to support our growth, uidithg in connection with possible acquisitions
or in connection with purchases of minority intésda affiliated companies or Capcos. Future issaarof our common shares will dilute the
percentage of ownership interest of current shddeln® and could decrease the per share book valmue @ommon shares. In addition, option
holders may exercise their options at a time whemwuld otherwise be able to obtain additional gocapital on more favorable terms.

Pursuant to our certificate of incorporation, ooatul of directors is authorized to issue, withattica or vote of our shareholders, up to
1,000,000 shares of “blank check” preferred shanesning that our board of directors may, in isctition, cause the issuance of one or more
series of preferred shares and fix the designatmeserences, powers and relative participatipgiooal and other rights, qualifications,
limitations and restrictions thereof, including tieidend rate, conversion rights, voting righesdemption rights and liquidation preference,
and to fix the number of shares to be includechinsuch series. The preferred shares so issuedankysuperior to the common shares with
respect to the payment of dividends or amounts Uigaidation, dissolution or winding-up, or botm &ddition, the shares of preferred stock
may have class or series voting rights.
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The authorization and issuance of “blank check” préerred shares could have an anti-takeover effect deémental to the interests of our
shareholders.

Our certificate of incorporation allows our boarfdd@ectors to issue preferred shares with righid preferences set by the board without
further shareholder approval. The issuance of shafréhis “blank check” preferred shares could hanenti-takeover effect detrimental to the
interests of our shareholders. For example, iretlent of a hostile takeover attempt, it may be iptesor management and the board to img
the attempt by issuing the preferred shares, tlyatibting or impairing the voting power of the ethoutstanding common shares and
increasing the potential costs to acquire contfalso Our board has the right to issue any neweshancluding preferred shares, without first
offering them to the holders of common shareshag have no preemptive rights.

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

In the absence of any meaningful peer group corspasifor our Capco business, investors may haviéieutl time understanding and judging
the strength of our business. This, in turn, mayehedepressing effect on the value of our shares.

Provisions of our certificate of incorporation andNew York law place restrictions on our shareholdersability to recover from our
directors for breaches of their duties.

As permitted by New York law, our amended and testaertificate of incorporation limits the lialbyliof our directors for monetary damages
for breach of a director’s fiduciary duty except Fability in certain instances. As a result oé#ie provisions and New York law, shareholders
have restrictions and limitations upon their rigiwtsecover from directors for breaches of thetieu In addition, our certificate of
incorporation provides that we must indemnify oinectors and officers to the fullest extent peredtby law.

ITEM 2. PROPERTIES.

We conduct our principal business activities irilfaes leased from unrelated parties at marketsaOur headquarters are located in New \
New York. Our operating subsidiaries have propentiich are material to the conduct of their bussnas noted below. In addition, our Caj
maintain offices in each of the states in whichytbperate.

Below is a list of our leased offices and spacefd3ecember 31, 2009 which are material to the aohdf our business:

Location Lease expiration Purpose Approx. sq. ft
1440 Broadway October 2015 Lease of principal executive offices (Corporate  23,00(
New York, New York 1001 activities and SBA lendinc

1125 W. Pinnacle Pe: January 201 Web hosting office: 15,00(
Phoenix, AZ 8502

8521 E. Princess Driv June 201« Web hosting data cent 6,00(
Phoenix, AZ 8525!

744 North 4h St. March 2012 Electronic payment processing WI offices 14,30(
Milwaukee, WI 5320:

1627 K Street April 2013 Newtek Insurance Agency offices (All Other 3,80(
Washington D.C. 2000 segment

301 Mexico Street, Suite H3-A June 2017 Customer service and sales support offices (All 5,00(
Brownsville, TX 7852( Other segment

60 Hempstead Avent May 2013 Newtek Business Credit offices (Lendi 5,30(
West Hempstead, NY 115! segment) NY Capco office
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We believe that our leased facilities are adequmateeet our current needs and that additionalifedlare available to meet our development
and expansion needs in existing and projected ttangekets.

ITEM 3. LEGAL PROCEEDINGS
We are not involved in any material pending litigat

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
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PART Il
ITEM 5. MARKET FOR THE REGISTRANT 'S COMMON STOCK AND RELATED SHAREHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES.

(a) Market Information: Our common stock is tradedthe NASDAQ National Stock Market under the syhibtEWT.” High and low prices
for the common stock over the previous two yeaessat forth below, based on the highest and lotk@ding price during that period.

Period High Low

First Quarter: January 1, 2008 Through March 3D8. $1.5C $0.91
Second Quarter: April 1, 2008 Through June 30, Z $1.14 $0.9¢
Third Quarter: July 1, 2008 Through September 808 $0.9¢ $0.5C
Fourth Quarter: October 1, 2008 Through Decembgef3028 $0.8¢ $0.2C
First Quarter: January 1, 2009 Through March 309 $0.41 $0.2C
Second Quarter: April 1, 2009 Through June 30, Z $0.62 $0.2¢
Third Quarter: July 1, 2009 Through September 809 $0.6¢ $0.34
Fourth Quarter: October 1, 2009 Through Decembge23029 $0.9¢ $0.5¢

(b) Holders: As of February 26, 2010 there wereraximately 216 holders of record of our common ktoc

(c) Dividends: In November 2009 the Company deda&0.02 dividend per share. Any future deternomato pay cash and stock dividends
will be at the discretion of our board of directarsd will be dependent upon our financial conditioperating results, capital requirements and
other factors that our board of directors considgzropriate. No dividends were declared or pai20io8.

(d) Securities authorized for issuance under equitgpensation plans:

(@

Number of securities tc (©)
Number of securities
: . (b) remaining available for
be issued upon exercis Weighted-average future issuance under
exercise price of equity compensation plan
of outstanding options outstanding options
(excluding securities
Plan Category warrants and rights warrants and rights reflected in column (a))
Equity compensation plans approved by 1,695,354 share $2.10/share 2,260,140 shares

security holder:

Equity compensation plans not approved None None None
by security holder
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ITEM 7. MANAGEMENT ’S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONSAND FINANCIAL
CONDITION

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 rktatéhe results of operations and financial pasitof the Company together with its
subsidiaries. This discussion and analysis shoelddad in conjunction with the consolidated finahaitatements and the accompanying notes.

The statements in this Annual Report may contaimdal-looking statements relating to such mattessaticipated future financial
performance, business prospects, legislative dewedmts and similar matters. The Private Securltidgation Reform Act of 1995 provides
safe harbor for forward-looking statements. In arttecomply with the terms of the safe harbor, wterthat a variety of factors could cause
our actual results to differ materially from thetanipated results expressed in the forward lookstatements such as intensified competition
and/or operating problems in its operating businpsgects and their impact on revenues and proéitgims or additional factors as described
in Newtek Business Services’ previously filed tegfion statements as more fully described undaskRFactors” above.

We also need to point out that our Capcos operateua different set of rules in each of the sguerdictions and that these place varying
requirements on the structure of our investmemtsome cases, particularly in Louisiana, we doottrol the equity or management of a
qualified business but that cannot always be prieskarally or in written presentations.

Executive Overview

Our performance was strong despite weak econonmditons: we greatly improved our bottom line amdgelled our operating cash flow
from negative to positive. For the year ended Ddmmm31, 2009, we had a net loss of $(429,000) wvermees of $105,711,000. The net loss
improved $10,034,000 over the loss of $(10,463,00@008 including the $990,000 benefit from thiease of a valuation allowance on a
deferred tax asset which increased the benefinfamme taxes and the attribution of net loss to-comtrolling interests under the new
accounting rules; loss before benefit for incomesawas $(4,002,000). Total revenues increase® 826,000, or 6.9%, from $98,885,000 for
the year ended December 31, 2008 principally dued@ased revenues in the Electronic payment gedeg and Web hosting segments, offset
by decreases in revenues from our Small busineaade and Capco segments. Total expenses decf3888,000 to $110,613,000 for the
year ended 2009 from $111,946,000 for 2008: a $30RD reduction in salary and benefits, due taQbmpan’s cost cutting drives in 2008
and 2009, represented the largest share in cosbwements followed by decreases in depreciationaanalrtization of $1,745,000, other
general and administrative costs of $981,000 andigion for loan loss of $697,000, offset by a 8200 increase in electronic payment
processing costs. The reduction in Company perdawvee the last eighteen months appears to havenbadfect on the Company’s ability to
operate its businesses or improve revenues in iti&t of a recession. The improvement in revenuepleal with the decrease in costs resulted
in the Company reducing its net loss $10,034,0060f$(10,463,000) for the year ended 2008 to $(4Y,for the year ended 2009.

For the year ended December 31, 2009, the Compadrstamtially reduced its loss before benefit famoime taxes to $(4,002,000) from
$(13,069,000) in 2008, a decrease of $9,067,008. reflects improvements in income from operatifomthe Web hosting segment, a
reduction in loss in the Capco segment from thetdo of fair value accounting and reduced managetees, a reduction in losses in the All
other and Small business finance segments primfaoify reduced expenses, offset by a greater lo€®iporate activities as compared to the
same period for 2008. For Corporate, a $1,999,860ation in expenses, primarily from Salaries agadfits, could not offset a $2,613,000
decrease in management fees from the Capcos (nmmaragéee income is eliminated in consolidated reesmand expenses). The Electronic
payment processing segment (“EPP”) continued tfesfiom decreased gross margins (EPP revenu&RBscost); increased processing
expenses offset improved sales. The decreased margin, from competitive re-pricing of merchantaents and the Company’s reliance on
independent sales agents in 2009, primarily ocduitging the slowing of the economy in the secoalfl &f 2008 and continued to negatively
impact profitability for the segment in 2009. Tingproved income in the Web hosting segment restilted increased sales and benefited from
the intangible assets becoming fully amortizechimdecond quarter of 2009, resulting in a decrehamortization expense of six months as
compared to a full year in 2008.

Improving conditions for the secondary market foaanteed loan sales and changes to the SBA H@aplmgram in the second quarter
permitted us to begin lending again. Premium geadritom the sales of loans originated in the foutarter as well as cost reductions
permitted us to substantially reduce the segméwg'sfor 2009 versus 2008. In addition, on Oct&ier2009 the Company entered into
contracts with the Federal Deposit Insurance Catjpmr to provide
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consulting services in connection with failuresahks holding SBA guaranteed loans and to prowtadsng of those loans. As of December
31, 2009, we had approximately $12,521,000 outdtgnehder the $15,000,000 GE line of credit of vhilke Company guarantees up to
$15,000,000 of the advances. On July 22, 2009 werethinto a Fifth Amendment and Consent (the FEtmendment”) to the Credit
Agreement dated as of August 31, 2005 between NB#IFGeneral Electric Capital Corporation (GECC)alhinade certain changes in the
terms of the warehouse lending facility provided\®BF. The Fifth Amendment reduced the aggrega#e ob the credit facility to $15 millior
adjusted the interest rate and other terms andh@gtethe maturity date from August 31, 2009 to M&ay2010 based upon progress shown by
NSBF in obtaining a commitment for a replacementiég. Upon the Fifth Amendment becoming effective Company partially paid down
line by $1,200,000, in addition to normal collecoon the line. There can be no assurance thatilvieenable to replace our credit line with
GE or negotiate an alternate arrangement. Faituobtain replacement financing will have a mateaiderse effect on our business.

Improvement in operations provided the Company wihitive operating cash flow of $3,128,000 for ylear ended December 31, 2009. Cash
and cash equivalents decreased to $12,581,000 ceniber 31, 2009 from $16,852,000 on December 318,2@flecting the use of operating
cash to pay down the GE warehouse lending fadility the $6,103,000 increase in brokers receivabie fuaranteed portions traded but not
settled at year end (the Company received the faadsequently). In total, Newtek reduced its bamies payable $9,700,000 from year end
2008. Overall, throughout 2009 the Company hasyedjdoth the full year benefit from the expenseioctidns made in 2008 in the Small
business finance, All other and Corporate segrmestgell as the continuing cost cutting efforts @92.

As of January 1, 2008, we adopted the fair valu®ogor financial assets and financial liabilitigsbetter value our Capco notes. By revaluing
our assets and liabilities associated with thesiisigued by our Capcos, we have endeavored tanaliemimuch of the non-cash effect the
Capcos have on our operations that make unclegetfiermance of our operations. The adoption hsslted in a one-time, non-cash after-tax
reduction in retained earnings of $14,327,000 aodeatime reduction of $9,551,000 in the defergedliability. This will reduce the future
burden of non-cash Capco losses by better balaticgngon-cash income from tax credits against trecash Capco interest expense. For
2008, the change has resulted in an $8,720,00@tiedwf the Capco non-cash loss (income from taxlits less Capco interest expense and
the amortization of prepaid Capco note insurangeese) from that for 2007. Because we chose totadopw rule, we have not restated
previous financial results.

Finally, during the course of 2009 the insurer of Gapcos made its last scheduled cash paymetite ©apcos’ investors, thereby
extinguishing the debt of Wilshire Partners, LLQdept for a small amount of tax credits to be detdd), Wilshire Investors, LLC, and
Wilshire Louisiana Advisers, LLC. While we neveewied the nonpayment by the Capco insurer as aialaisk to the Company, the fact that
the payment has been made eliminates this nonmakteritingent liability. This had no effect on mansolidated balance sheet. In addition,
Company dissolved Wilshire Investors, LLC, upomitseting programmatic requirements and achievirigntary decertification; as a result
NMS became a directly owned subsidiary of the Camgpdhe Company expects to dissolve Wilshire Pastidnich has also achieved
programmatic goals at the time Florida capco lamssts in 2010.

Business Segment Results:
The results of the Company’s reportable businegseats are discussed below.

Electronic Payment Processing

% Change
(In thousands): 2009 2008 2007 200¢ 200¢
Revenue
Electronic payment processi $69,651 $63,277 $54,77F 10% 16%
Interest incomi 37 79 194 (53% (59%
Total revenu 69,68¢ 63,35¢ 54,96¢ 10% 15%
Expenses
Electronic payment processing ca 58,29¢ 51,10% 45,09¢ 14% 13%
Salaries and benefi 4,09¢ 3,96¢ 3,891 3% 2%
Professional fee 267 32¢ 371 (19% (12%
Depreciation and amortizatic 1,75¢ 2,72¢ 1,961 (36% 3%
Other general and administrative cc 921 88¢ 1,01(C 4% (12)%
Total expense 65,33t 59,01¢ 52,337 11% 13%
Income before income tax $ 435: $433 $2632 0% 65%
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2009

Electronic payment processing revenue increase&7$@00 or 10% between years principally due tootherall impact of growth in organic
revenue of approximately 11% while revenues frogu@ed portfolios decreased overall revenue grdwthii % between periods due to
merchant attrition and other factors. The growtbrganic revenue was partially due to the impactroincrease in the average number of
merchants under contract between years of 10%avVéege monthly processing volume per merchanéased less than 1% between years.

Electronic payment processing costs increased 8000 or 14% between years. Electronic paymentgssing costs resulting from acquired
portfolios had the overall effect of decreasinghsoasts by approximately 2% between periods dumeichant attrition and other factors.
Organic electronic payment processing costs haéfflet of increasing total electronic payment @ssing cost by 16% between years.
Processing revenues less electronic payment plingessst (“margin”) declined approximately 3.0%rMfrd 9.3% in 2008 to 16.3% in 2009. In
2008, electronic payment processing costs werecezthy $250,000 due to a reduction of a reservarded in 2007 for a charge-back loss
relating to one merchant. The $250,000 reducticcherge-back cost between years reduced the miaygit?e between years. A lower
contribution to margin from acquired portfolios ¢alputed an additional .3% to the decline in margdihe remaining decline in margin of 2.3%
is attributable to lower fee levels charged to mbar of new and existing merchants because of ctitipeoricing pressures and to increased
contractual residual rates paid to some third-psatgs referral sources coupled with the impaahargin of the mix of new merchants sold by
such third-parties.

Excluding electronic payment processing costs,rathsts decreased $878,000 between years incl$di®®,000 resulting from an impairment
loss in 2008. Other costs excluding the effechefimpairment provision in 2008 decreased $390¢0@Y between years. Depreciation and
amortization cost (excluding the impairment prasisin 2008) further decreased $487,000 betweersy&he $487,000 decrease in
depreciation and amortization cost is principalledo a previously acquired portfolio intangibleetsbecoming fully amortized during 2009.
Remaining costs increased $97,000 between yedh® agsult of an increase in the use and costrefces related to information technology
and an increase in advertising costs between yemreases in personnel related costs due to griowgales and customer positions were
substantially offset by reduced use of outsidegssibnal services and reductions in other operatists.

Income before income taxes increased $15,000 853400 in 2009 from $4,338,000 in 2008. The deswéa the dollar margin of operating
revenues less EPP processing costs was only gligiatle than offset by cost reductions between yieaother expenses, principally
amortization costs.

2008

Payment processing revenues increased $8,500,d08obetween periods principally due to organiereie growth. Acquired portfolios
contributed approximately 2% of the increase betwgzars as the result of acquiring two merchantf@lars during 2007 and 2008. The
remaining increase of 14% reflects organic revegrogvth principally derived from an increase in theerage number of merchants under
contract between years of 13%. The average moptbigessing volume per merchant increased 1% betyesms. The slight increase in the
average monthly processing volume per merchan®@8 2eflects a combination of growth in sales vatuinom existing merchants and the y
over year effect of the addition during the firatfflof 2007 of several higher than average proogssdlume merchants with such
aforementioned increases partially offset by tHeatfof new merchants added in 2008 being smallézrims of average monthly processing
volumes. The overall increase in the average psiegsolume per merchant in 2008 occurred in modtiréng the first half of 2008 with
months in the latter half of 2008 experiencing y@asr year declines which we believe were primaatlyibutable to the recessionary economic
environment in the United States.

Electronic payment processing costs increased $8)00 or 13% between years with 2% of the increaselting from acquired portfolios.
Organic electronic payment processing costs inect&d% between years. In 2007, a reserve for geHaack loss related to one merchant in
the amount of $1,800,000 was recorded as pareofrehic payment processing costs. In 2008, $28000@uch reserve was determined to no
longer be required and was included as a reduofi@hectronic processing costs. If for comparisamppses the aforementioned provisions
related to the charge-back loss were eliminateah fe@ectronic payment processing costs in both yedestronic payment processing costs
increased 19% between years. The margin of revdasg®lectronic payment processing costs, exadyitia effects of the charge-back loss
provisions in both years, declined approximatelyf28m 21% in 2007 to 19% in 2008. The decline intsmargin is attributable to both lower
fee levels charged to a number of new and existingchants because of competitive pricing pressaamdgo increased residual percentages
paid to some third-party sales referral sources.
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Overall expenses including electronic payment @sicgy costs increased $6,681,000 or 13% between.\feecluding depreciation and
amortization and electronic payment processingscaditother costs decreased 2% between yearg asghlt of cost savings realized through a
consolidation of sales offices during the periodd ather cost reduction efforts. Depreciation ambdization expenses increased $768,000
between years. The increase in depreciation andtaation expense is partially due to an impairmehmarge of $488,000 to reduce customer
merchant intangibles related to a previously aeguportfolio of merchants to fair value and thewasitjon of merchant portfolios between
years.

Income before income taxes increased 65% or $0006p $4,338,000 for the year ended 2008 from3Z®0 for the year ended 2007. The
improvement in earnings is the result of growtleliectronic payment processing revenue and the ecurfience of the reserve for the charge-
back loss related to one merchant that occurr@®@Y. The improvement in earnings also resultech fitee Company’s ability to reduce non-
electronic payment processing costs between years.

Web Hosting
% Change
(In thousands): 2009 2008 2007 200¢ 2008
Revenue
Web hosting $18,84¢ $18,06¢ $16,08¢ 4% 12%
Interest incom 12 24 29 (0% (17%
Other income — — 11¢ — (100%
Total revenu 18,85¢ 18,08t 16,23i 4% 11%
Expenses
Salaries and benefi 5,04z 4,69¢ 4,15¢ 7% 13%
Interest 125 83 337 4&% (79)%
Professional fee 28C 10z 10z 172% 1%
Depreciation and amortizatic 2,57¢ 3,23( 3,032 (200% 7%
Other general and administrative cc 6,91: 6,64: 5,852 4% 14%
Total expense 14,93 14,75: 13,47 1% 9%
Income before income tax $392F $333 $276( 18% _21%
2009

The segment derives revenue primarily from montbburring fees from hosting websites, including thonplans for shared hosting,
dedicated servers and virtual instances. Web tpstivenue between periods increased $782,000, ptc4$4.8,846,000 for 2009 over 2008
due to improved revenue per plan and organic grafvttosted virtual instances, which was a new serwvifering successfully launched in the
third quarter of 2008. NTS sales promotions andiserand plan enhancements failed to drive growtblans but did help to improve revenue.

The increase in revenue reflects an increase irageaevenue per plan of 9% to $289.12 from $266ftset by a decrease in the average
number of total plans by 2,844 for 2009 as comp&re2D08, or 4%, to 65,184 from 68,028. Improvememevenue per plan primarily reflects
the greater growth in virtual instances, custongeasitating towards higher-end services combineth widditional options, and is also a result
of a price change to our lowest priced plan intttiel quarter of 2008. The average number of deéeécaerver plans, which generate a higher
monthly fee versus shared hosting plans, decrdas86 between periods, or 4%, to an average of2p€r month from an average of

2,258 per month for 2008. The average number akshaosting plans decreased 2,890, or 4%, to atagwef 62,865 per month for 2009,
from an average of 65,755 per month for 2008. Téed in decreasing total shared and dedicatedgalants began in the fourth quarter of
2008. This change in trend reflects the contindognomic conditions, which started impacting thé Wwesting segment in the fourth quarte
2008, along with increased competition, a delilepaice increase by the hosting division to imprprefitability of the lowest priced plans,
and the move of high-end shared users and low-editated users to the virtual instance plan.

Total segment expenses increased by 1%, or $1808Gbmpared to the 4%, or $782,000, growth iemaes for 2009. The majority of the
1% or $180,000 increase in expenses between pagfidsts an increase in other general and adméningé costs of $270,000, an increase in
salaries and benefits of $348,000, an increasetémdst expense of $40,000, and an increase iegsiohal fees of $177,000 offset by a
decrease in depreciation and amortization expen®655,000. The increase in other general and adtrative costs was primarily due to a
$77,000 increase in SSL certificates and domain
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costs, a $129,000 increase in rent and utilitik3%000 increase in marketing, a $25,000 increapeocessing costs, a $45,000 increase in
office and other costs and a $116,000 increasadndebt expense, mainly attributable to the poonemic environment. The increases were
offset in part by an $81,000 decrease in interndt@mmunications, a result of renegotiations tdrimet and telephone contracts, and an
approximate decrease of $76,000 in licenses andifgeiSalaries and benefits increased $348,000hagher rate than revenue growth mainly
due to the increase in benefit costs. The $6550@@@ease in depreciation and amortization was pilyrdue to the intangible assets (the
customer account and noncompete covenant fronirtigedf acquisition) being fully amortized at Jur@® 2009 and the slowing of capital
expenditures as a result of consolidation effartthe shared segment to allow for more efficiert afsthe already existing equipment within
datacenter and the decrease in the number of dedisées. The increase of $177,000 in professifaeas was due to higher legal and audit

in 2009.

Income before income taxes increased 18% or $500Q®$3,925,000 for 2009 from $3,335,000 for 200 improvement in profitability
primarily resulted from increased web site plarerawe; effectively, imbedded rent, utility and safte licensing fees contributed more reve
The slowing of capital expenditures and the inthlegassets becoming fully amortized in the firdf b&the year contributed to the
improvement in income as well in 2009. Due to mamagnt's focus on cost efficiency, continued groimthevenue should result in improved
future profits and margins.

2008

The segment derives revenue primarily from montbburring fees from hosting websites, including thonplans for shared hosting,
dedicated servers and virtual instances. Web hpstivenue between periods increased $1,975,002%r to $18,064,000 for 2008 over 2007
due to organic growth of hosted plans. NTS utilizgates promotions and service and plan enhancereen&dp drive growth in plan counts €
revenue. A change in pricing for the lowest prisbdred hosting plan increased revenue and prdfiyabith little customer attrition. In
addition, in 2008 NTS successfully launched a MiofoHyper-V virtual instance plan, a new servifferng that permits the creation of
virtual private servers.

The increase in revenue reflects an increase iatkeage number of total plans by 5,038 in 2008oaspared to 2007, or 8%, to 68,028 from
62,990 as well as an increase in average revenyggeof 4% to $265.54 from $255.42. Improvementdvenue per site primarily reflects the
greater growth in dedicated server plans in 20@8 8007: the average number of dedicated servasplehich generate a higher monthly fee
versus shared hosting plans, increased by 270 batperiods, or 14%, to an average of 2,258 per imipotn an average of 1,988 per month
for the year ended 2007 while the average numbshafed hosting plans increased 4,753, or 8%, tvarage of 65,755 per month for the
ended 2008, from an average of 61,002 per montthéoyear ended 2007. This increase in plans ceduturing the first three quarters of the
year; total shared and dedicated plan counts deedda the fourth quarter of 2008. This changedand reflects economic conditions in 1

fourth quarter of 2008, increased competition, ltbdeate price increase by the hosting divisiomprove profitability of the lowest priced
plans, and the move of high-end shared users anéihal dedicated users to the new Hyper-V virtusieince plan.

Total segment expenses increased at a slowethate¢venues year over year. The majority of theo®%il,276,000 increase in expenses
between periods reflects an increase in other géaad administrative costs of $791,000, an in@éasalaries and benefits of $540,000, and
an increase in depreciation and amortization oB¥1®0 offset by a decrease in interest expens@®,$00. Removing the interest expense
component from total expenses results in a 12%afageowth, which is equal to web site revenue giovs a percent of sales, other general
and administrative costs and salaries and bemaéitatained the same margin as in 2007, while dégien and amortization decreased. As
described below, the rate of expense increaselio8 Bver 2007 decreased substantially from thatiepced in 2007 over 2006.

The increase in other general and administratistsomas primarily due to a $513,000 increase inaad utilities reflecting NTS’s move to a
larger datacenter location in the second half @72@ith greater capacity to support its growingibess. The Company believes that the new
space should be sufficient to house growth bey®@@®2The increase in other general and adminigg@&xkpenses included a $89,000 increase
in additional software licenses required for additil servers, a $128,000 increase in marketing c$80,000 increase in credit card processing
costs and a $7,000 increase in general office &mar oniscellaneous costs, offset partially by a,826 decrease in telephone and internet c
Salaries and benefits increased $540,000, at latlsligigher rate than revenue growth, due to thditamh of sales, marketing and customer
service personnel to existing staff from the fougtfarter of 2007 into the first six months of 2008e increase in salaries and benefits during
this time frame was in anticipation of higher grbvit sales than actually experienced. In line wlia current growth trend and the cost cutting
initiatives of the Company, management revisedtaffing needs into the future and the Companyeles that salaries and benefits should
remain fairly stable into 2009. The $198,000 inseein depreciation and amortization was primarilg tb capital expenditures between pet

of approximately $2,046,000 for additional websitsting servers, data center infrastructure equiprawed the acquisition of website softwe
The increase in operating expenses was offsegrin lpy a $254,000 decrease in interest expensédawer borrowings during 2008 and the
repayment of the TICC note payable in the thirdrtgraof 2007 which caused the 2007 interest expembe burdened by a non-recurring
charge associated with the write-off of the remadr$135,000 deferred financing costs relating &THICC note.
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Income before income taxes increased 21% or $505®83,335,000 for the year ended 2008 from $20Dfor the year ended 2007. The
improvement in profitability primarily resulted froincreased web site plan sales utilizing morénefriew datacenter; imbedded rent, utility
and software licensing fees effectively contributeare revenue. Maintenance of current staffinglieirethe third and fourth quarter of 2008
and the reduction in interest expense contributdti¢ improvement in income as well. As more ofribe/ data center’s capacity continues to

be utilized, profits and margins should continuéntprove.

Small Business Finance

% Change
(In thousands): 2009 2008 2007 2009 2008
Revenue
Premium on loan sale $1652 $ 474 $ 291 24<% (84)%
Servicing fee 1,62t 1,771 1,94¢ (8)% (9)%
Interest incom: 1,50: 2,64¢ 3,541 (43)% (25)%
Management fee 58t 58t 58t — % — %
Other income 1,94: 1,87¢ 2,86¢ 3% (39)%
Total revenu 7,30¢ 7,35:% 11,85: (D)% (38)%
Expenses
Salaries and benefi 2,92( 4,29¢ 4,51¢ (32)% (5)%
Interest 1,48¢ 2,107 2,51« (30)% (16)%
Management fee 46C 46C 46C — % — %
Professional fee 364 38C 192 (4% 98%
Depreciation and amortizatic 931 1,12¢ 1,12¢ An% — %
SFAS 142 goodwill impairmet — 774 — (200% — %
Provision for loan los 1,83: 2,53( 84C (28)% 201%
Other general and administrative cc 1,61( 1,831 2,68z (12)% (32)%
Total expense 9,60z 13,50: 12,33 (29)% (9%
Loss before income tax: $(2,295  $(6,148H $ (47¢) (63)% 1,192%
2009

Revenue is derived primarily from premium on loates generated by the sale of the guaranteed apdranteed portions of SBA loans,
interest income on SBA loans held for investmeattyising fee income on the guaranteed portionsBA ®ans previously sold, servicing
income for loans originated by other lenders foiaWiNSBF is the servicer, and receivable factoend billing services, classified as other
income above, provided by Newtek Business CretBC”). Most SBA loans originated by NSBF chargeisterest rate equal to the Prime
rate plus an additional percentage amount; thedsteate resets to the current Prime rate on ahtyoor quarterly basis which will result in
changes to the amount of interest accrued fomtwaith and going forward and a re-amortization lufaa’s payment amount until maturity.

NSBF substantively resumed originating new loanthénfourth quarter of 2009 due to improved madgetditions for sale of guarante
portions and the increase of the guaranty percertta§0% resulting from provisions under the Amami&®kecovery and Reinvestment Act.
Loan originations had primarily ceased in the fbugtiarter of 2008, although loan fundings and sadesinued through the first quarter of
2009, and the Company proceeded to originate owdoan in the second quarter of 2009 and one aufditiloan in the third quarter of 2009.
During the fourth quarter of 2009, the Company ioaged 14 loans. The Company sold 33 guarantedapstin the year ended December 31,
2009 representing unsold 2008 production and 20@@ations. 2009 sales aggregated $19,941,00peodliced $1,652,000 of revenue
compared to 57 guaranteed portions sold aggregéfidgl 63,000 that produced $474,000 of revenughtoprior year. Premium income for
2009 benefited in part from a change in the metifodaluing servicing assets created at the timsatd for those
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guaranteed portions sold at par : to more apprtglyi@alue the servicing asset, management utilzddcounted cash flow model, which uses
valuation techniques to convert future amountssmgle present amount and is based on the vatlieated by current market expectations
about those future amounts. The premium earnetiasetportions sold at par through March 31, 20G8éramount of $446,000, reflected the
valuation of the newly created servicing assetscash earned at the time of the sales. As indicali®ve, as a result of the secondary market
returning to somewhat normalized levels beginnatg In the second quarter 2009, the Company begarginate and sell loans at a premium
again. Loans sold during this period aggregated@&B000 and had an average premium of 108.78%miBPnes on guaranteed loan sales
during 2008 averaged 106.7%.

Servicing fee income related to SBA loans decreayefil 46,000 due to a decrease in the NSBF loaicsgy portfolio and an increase in non-
performing loans, as well as a reduction in theifieeme associated with a discontinued SBA poxfeérvicing contract for a savings bank in
New York which totaled $136,000 for the year enBetember 31, 2009 compared to $165,000 for thegr@ded December 31, 2008. 1
average NSBF servicing portfolio for 2009 was $294,000 compared with $127,323,000 for the yeaedriziecember 31, 2008 while the
average nonperforming servicing portfolio increaBed $19,318,000 for the year ended December 328 20 $31,708,000 for the year ended
December 31, 2009. Within its own portfolio NSBHyoearns servicing income on the performing lodn€ctober 2009 Newtek signed an
agreement with the Federal Deposit Insurance Catjoor (“FDIC”) to provide servicing for the FDICSBA loan portfolio taken from failed
banks. Although the benefits of the contract cafmoestimated at this time, the amount of serviééegincome associated with the contract
could be material to the performance of the segrime2010. In addition, Newtek signed a separateagent with the FDIC to provide
consulting services regarding SBA loans at ban&d-DIC is closing which could also provide mates@fjment revenue in 2010.

Interest income decreased by $1,141,000 due pfintara decrease in the average interest rate liiagged to borrowers from 8.18% to
6.34% due to a reduction in the prime rate, a dserén the average outstanding portfolio from $38,800 for the year ended December 31,
2008 to $29,980,000 for the year ended Decembe2(819, and an increase in the nonperforming paotfobm an average of 16.8% of the
NSBF portfolio to 26.0% for the years ended Decem@ie 2008 and 2009, respectively. The expansiaroc-performing loans as a percent of
the overall portfolio reflects both the effectstioé economy on NSBF's borrowers as well as the ¢daiew loan origination in 2009 to
maintain the size of the portfolio. As NSBF congsuto originate and fund new loans in increasirigme, then its performing portfolio will
continue to expand offsetting loans which normply down principal and default, increasing its apyoaity to earn interest and servicing
income; however, the current 90% guaranty effettileaves less non-guaranteed portions on the bobKSBF after the sale of the
guaranteed portions which will slow NSBF’s abilitygrow its portfolio.

Other income increased by $64,000 due primarily teduction in a contingent liability booked in eeation with the acquisition of CCC in
2002 and by income earned on the FDIC consultimgraot in the amount of $17,000 in 2009 as comptret revenue earned in 2008 as \
as an increase in revenue earned by Newtek Busireskt. For the year ended December 31, 2009, N&Lrevenue of $1,432,000 and
purchased $20,572,000 of receivables from an aeeragtomer base of 119 compared to revenue of §0d0 on $18,432,000 of receivables
purchased with an average customer base of 12Bdorear ended December 31, 2008. This increaseffset by a decrease in other revenue
earned by NSBF in the amount of $103,000 attridetéda decrease in the number of loans prepalate payments and loan origination fee
income. In addition, Small Business Lending, thieling company for NSBF recognized $60,000 in refefee income in 2008 as compared to
$9,000 of corresponding revenue earned in 2009.

Salaries and benefits decreased by $1,376,000esth of staffing cutbacks in sales and origimastaff in connection with the lending
operation that began in the fourth quarter of 2808 were completed during the quarter ended Matc2@09. Year over year savings totaled
$1,468,000. NSBF believes it currently has adegstaii to service its portfolio and originate loamish the capability to quickly hire staff or
obtain the services of independent contractorseaded for its own operations as well as to meehéels of the FDIC contracts. This savings
was offset by an increase in headcount and salarie8C of $92,000 related to sales efforts forsame period. Combined average annual
headcount decreased by 35% from 49 for 2008 t@B2G09.

After deducting the amortization of deferred fingugccosts associated with the lines of credit lgidNSBF and NBC of $631,000 for the year
ended December 31, 2008 and $344,000 for the yetdeDecember 31, 2009, interest expense decréase®1,476,000 to $1,141,000 for
the same periods, respectively. This decrease tirésugable to a decrease in the prime lending oatevhich the financing costs are based f

a weighted average of 5.02% to a rate of 3.25%ogeaver period. This decrease in the Prime rateoffast by an increase in the spread over
prime being charged by both GE and Wells. In 2088 average spread over the weighted average Ruimtiee GE facility was 0.39% where

in 2009, the average spread was 2.84%. For thesWaligo line, the average spread over the weightethge Prime for the years ended 2008
and 2009 was 2.57% and 4.25%, respectively. Thesedses in spread were offset by a decrease avdrage
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amount outstanding under the GE credit facilitye Bverage amount outstanding for the year endedrbeer 31, 2008 was $21,863,000 as
compared with $14,798,000 during the same peri@D@9. Interest on the Wells Fargo facility wasrglea on a minimum of $2,000,000 in
both years.

Professional fees decreased by $16,000 due primarieductions in accounting fees and recruitnesipenses of $196,000 at NSBF. This
decrease was partially offset by an increase iallegpenses year over year attributable to redugfio contingent liabilities as a result of
favorable legal settlements in 2008 at NSBF and NBC

Consideration in arriving at the provision for ldass includes past and current loss experiencegruportfolio composition, future estimated
cash flows, and the evaluation of real estate dnelr @ollateral as well as current economic coadgi The provision for loan loss decreased
year over year by $697,000. The reserve for loasds as compared to gross portfolio balance inetdeasm $3,420,000 or 9.08%

December 31, 2008 to $3,985,000 or 13.87% at Deeefiih 2009. At December 31, 2009 and 2008, totphired non-accrual loans
amounted to $8,234,000 and $5,605,000, respectiwetly $3,043,000 or 37.0% and $2,051,000 or 36cb%e allowance for loan losses be
allocated against such impaired non-accrual loaspectively. The year over year increase in teerk@ balance on an absolute and as a
percentage of impaired non-accrual loans refldetsffects the recession has had on NSBF’s borgdwasiness performance and the
reduction in the value of the borrowers’ assetseulythg the impaired, nonaccrual loans as wellkeagthening the time to liquidate such loans.

Other general and administrative costs decreas&2by,000 due primarily to an overall reductioroffice and overhead related expenses due
to a reduction in headcount at NSBF and a redudtiddad debt expense at NBC. The Company also exed a reduction in loan processing
fees due to the suspension of loan originationshf@majority of 2009

Although segment revenues fell $45,000 or less ®arperiod over period, the Company’s cost cutéffgrts successfully reduced segment
expenses by $3,898,000 or 29%, reducing the Idssebmcome taxes by $3,853,000 or 63% to $(2,23B),@or the year ended December 31,
2009 from a loss of $(6,148,000) for the year erdedember 31, 2008. This improvement came des[8®RS effectively ceasing its prima
operation, loan originations, for the first thraeagers of 2009.

2008

Revenue is derived primarily from premium on loates generated by the sale of the guaranteed apdranteed portions of SBA loans,
interest income on SBA loans held for investmeattyising fee income on the guaranteed portionsBA ®ans previously sold, servicing
income for loans originated by other lenders foickiNSBF is the servicer, and financing and billsggvices, classified as other income ab
provided by NBC. Most SBA loans originated by NS@&targe an interest rate equal to the Prime rategriuadditional percentage amount; the
interest rate resets to the current Prime rate morthly or quarterly basis which will result inatfges to the amount of interest accrued for that
month and going forward and a re-amortization lafam’s payment amount until maturity.

Premium on loan sales related to SBA loans dectdag&2,440,000 to $474,000 for the twelve montided December 31, 2008 from
$2,914,000 for the twelve month period ended Deesrth, 2007. The decrease in premium on loan sededted from a reduction in loan
originations, reduction in guaranteed portion sa@sl a reduction in guaranteed portion price puemiduring 2008 directly attributable to
price deterioration in the SBA secondary markegiBeing in the third quarter of 2008, premiums amganteed portions declined precipitot
reflecting the extraordinary rise in LIBOR, thedrgst rate on which buyers price their purchasgginat the decline in the Prime rate, the
interest rate to which SBA loans are set: brokeisteg prices of 101% to 103% for guaranteed postatrthe beginning of the fourth quarter of
2008, accelerating a downward trend that saw thegamy recognize an average premium on loan sal&867% for the twelve months enc
December 31, 2008 compared with an average of ¥8P the same period in 2007. Lack of premium pedlprofitability and cash flow,
resulting in NSBF defaulting on its credit line WIGE in the fourth quarter of 2008. Although then@@any was able to get GE to waive the
default, the Company ceased the approval of new doamitments and curtailed the sale of the guaeghportions of loans until the markets
stabilize and pricing returns to more favorablengrThe Company significantly reduced overheadngutfie 4h quarter of 2008 but continues
to service its loan portfolio and maintains systemd personnel to resume lending once favorahtesteeturn to the market. A direct result of
the decision to restrict the sale of loans is tliedase in the loans held for sale balance peredmeriod. At December 31, 2008, the balance
of loans held for sale was $6,133,000 as comparadialance of $360,000 at December 31, 2007 elimiklve months ended December 31,
2008, the Company sold 57 guaranteed loans, aggrgdil4,163,000 compared to 139 loans sold aggjregé34,277,000 in the same period
for the prior year. Subsequent to year end andigiirdarch 13, 2009, the Company sold $4,500,000a0fs, all at par with an average 3.4%
serving strip, to reduce outstanding indebtednasssdorrowing line.
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The decrease in premium on loan sales also reflehteCompany’s decision not to sell the unguaeghportion of SBA loans in 2008. This
was attributable to the significant reduction inrked demand for the unguaranteed portion of SBAdoar loans classified as held for
investment. The Company sold $2,855,000 of loaesipusly classified as held for investment, for @ggte proceeds of $2,986,000 during
twelve months ended December 31, 2007. The carmahge above the amounts sold, or $131,000, wasded as premium on loan

sales. Also, in connection with this sale and ideldiin premium on loan sales was an additional $®01 representing the allocated portion of
the remaining discount recorded at the time of lo@gination, for total premium recognized of $3X).

Servicing fee income related to SBA loans decreayge$il 78,000 from $1,949,000 for the twelve morghded December 31, 2007 to
$1,771,000 for the twelve month period ended Deesrth, 2008. This decrease was attributable taé¢lteease of the NSBF servicing
portfolio year over year. The Company’s averagéfplio on which servicing fee income is earned 8427,233,000 for the twelve months
ended December 31, 2008 compared with $133,902¢008e corresponding prior twelve month period eDthe same period, NSBF
experienced a reduction in the servicing fee rethion the newly originated guaranteed portion oA $&ns sold at a premium from an
average of 1.18% for the twelve months of 2007nt@eerage of 1.00%, the minimum allowed by the SBAthe same period in 2008. This
reduction in servicing fee percentages will corgino negatively impact servicing fee income infiltere at current portfolio levels.

While the average outstanding portfolio decreaseh #$35,189,000 for the year ended December 317 20834,998,000 for the year ended
December 31, 2008, the decrease in interest inafr$897,000 was due primarily to a decrease imtbighted average interest rate being
charged to borrowers from 10.62% to 7.78% as atiesult of a decrease in the prime rate to wBBH loans are tied.

Other income decreased by $990,000 to $1,879,08Qalprimarily to a decrease in revenue earned B¢ NFor the twelve months ended
December 31, 2008, NBC had revenue of $1,400,08@archased $18,432,000 of receivables from arageecustomer base of 34 compared
to revenue of $2,118,000 on $21,171,000 of recédsaburchased with an average customer base air4be twelve months ended

December 31, 2007. Additionally, in 2007 NSBF releat a $161,000 recovery of a loan that was chasffexeveral years ago, and $59,000 of
income recognized in connection with the recovdrgxpenses associated with the sale of OREO priepert

Salaries and benefits decreased by $223,000 dorauply to staffing cutbacks and the restructuriigN\®@BF’'s bonus program, both of which
were completed during the fourth quarter of 2008 Se were a result of the decision to cease Idgmations due to the current business and
economic conditions discussed above. Fourth queetkrctions should decrease salaries and benafasfull year basis in 2009.

Professional fees for the twelve months ended Dbeef3il, 2008 increased by $188,000 primarily duntincrease in audit related and
consulting expenses, which were offset by a redndti NSBF and NBC contingent liabilities as a testifavorable legal settlements.

After deducting the amortization of deferred fingngccosts associated with the lines of credit tgldNSBF and NBC of $631,000 for the
twelve months ended December 31, 2008 and $51100@Be twelve months ended December 31, 2007rdateexpense decreased to
$1,476,000 from $1,942,000 for the same periodpeaetively. This decrease was attributable to aedese in the prime lending rate on which
the financing costs are based, to 5.09% from arageerate of 8.05% for the comparative periodsetfby an increase in the average amount
borrowed. Additionally, the amortization of defedrinancing costs was accelerated in 2008 by $10D13 a result of the decrease in
borrowing capacity under the GE line of credit. Bog twelve months ended December 31, 2008, thegeeamount borrowed under the GE
facility was $21,863,000 as compared to $18,985dihg the same period in 2007.

The provision for loan losses increased by $1,68Dt6 $2,530,000 for the twelve months ended Deeesr@h, 2008 from $840,000 for the
corresponding prior period. The average resenge@cent of the NSBF portfolio increased from %04 10.91%, reflecting management’s
outlook for the 2009 economy and net charge-offsaased from $1,001,000 to $1,347,000 for the yeaded December 31, 2007 and 2008,
respectively. The average non-performing portfolicreased from $5,637,000 to $5,778,000, and &saept of the overall portfolio, increased
from 16.1% to 16.8% for the years ended Decembg@d7 and 2008, respectively. This increase irpediorming loans is attributable to the
slowing economy as well as the portfolio being meeasoned and as a result higher perferming percentages are expected as comparb
earlier years. Consideration in arriving at thevsion for loan loss included past and current kgserience, current portfolio composition and
the evaluation of real estate collateral as wetilasent economic conditions.
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Although management has implemented significant s@&ng measures as well as brought in new managtetm increase business at NBC,
such initiatives have not yet materialized to ansigant level to support the goodwill recordedfa time of acquisition. As such, we recorde¢
write-down of $774,000 of the goodwill in 2008.

The decrease in other general and administratigts ée primarily attributable to NSBF recordingeaavery of $380,000 in the servicing asset
valuation allowance as a result of an increasbeddir market value of certain servicing rights tlee twelve months ended December 31,
2008. This increase is attributable to a redudtidilvan prepayment rates that off-set an increaskd default rate and the discount rate used to
calculate the servicing asset fair market value:stervicing portfolio is expected to last longed déimerefore pay more servicing fees over its
life. The servicing asset will continue to be exaed periodically, and may fluctuate in future pdsdpased on loan performance and interest
rates. Conversely, the servicing asset was writtamn by $119,000 during the prior twelve monthsuténg in a net change of $499,000
between periods. Office related expenses decrehséty the twelve months ended December 31, 20@®mpared to the same period in
2007. Additional office related expenses were inetiiduring the first three months of 2007 assodiatith the Company’s move. Additionally,
significant cost savings measures were implemesitt®&BC throughout the latter half of 2007 and 20®8ch measures resulted in a reduction
in general and administrative costs period oveiopesf $234,000.

The $5,672,000 increase in loss for the respetiredve month periods primarily resulted from thduetion in premium, interest and other
income, and an increase in provision for loan Iesg#eNSBF. The remainder reflected losses at NBECtdhe drop in revenue as well as the
impairment of goodwill that was only partially offisby a reduction in expenses.

Capcos
% Change
(In thousands): 2009 2008 2007 2009 2008
Revenue
Income from tax credit $ 7831 $798 $ 531« (2)% 50%
Interest incom 10C 404 967 (75)% (58)%
Other income 46 151 19€ (70)% (23)%
Total revenu 7,98¢ 8,54: 6,471 (7% 32%
Expenses
Salaries and benefi 13 — 29 — (100%
Interest expens 8,731 8,64¢ 11,83¢ 1% (27)%
Management fee 3,28¢ 5,90z 4,061 (49)% 45%
Professional fee 511 642 66= (20)% 3%
Insurance — 15 2,95¢ (200)% (99%
Other general and administrative cc 10 611 49€ (98)% 23%
Total expense 12,56( 15,81¢ 20,04¢ (21)% (21)%
Loss before fair market value adjustment and inctares (4,577) (7,277%) (13,569 BN% (46)%
Net change in fair market value of Credits in laicash and Notes
payable in credits in lieu of ca 90C (8) — 11,35(% — %
Loss before income tax: $(3,677) $(7,281)  $(13,569 (49)% (46)%

As described in Note 3 to the consolidated findrat@ements, effective January 1, 2008, the Compadopted fair value accounting for its
financial assets and financial liabilities concuatreith its election of the fair value option fartsstantially all credits in lieu of cash, notes
payable in credits in lieu of cash and prepaidrasce. These are the financial assets and ligsilassociated with the Company’s Capco notes
that are reported within the Company’s Capco segidre table above reflects the effects of the &domf fair value measurement on the
income and expense items (income from tax creiditsrest expense and insurance expense) relatbd tevalued financial assets and liability
for the years ended 2009 and 2008. In additionp#techange to the revalued financial assets ability for the years ended 2009 and 2008 is
reported in the line “Net change in fair marketueabf Credits in lieu of cash and Notes payableré@dits in lieu of cash”. The results for 2007
reflect the previous use of cost basis accountinghfese assets and liabilities.
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2009

Revenue is derived primarily from non-cash inconoanftax credits. The decrease in income from taxits revenue for 2009 versus 2008
reflects the effect of the lower interest rate ugeder fair value accounting. The amount of fuinmme from tax credits revenue will fluctu:
with future interest rates. However, over futureiqus, the amount of tax credits, and thereforetheme the Company will recognize, will
decrease to zero.

Other general and administrative costs decreas&®®y,000 or 98% primarily due to the returned puemon three Capco insurance policies,
which expired in 2009, in the amount of $471,000ckiwas credited to Other general and administeatsts.

Expenses consist primarily of management fees anecash interest expense. Management fees decré4&edr $2,613,000, to $3,289,000
for 2009 from $5,902,000 during 2008. The decreease primarily due to a decline in management fegmd 2009 from five Capcos totaling
$634,000 and the recovery of management fees fr@mCapco totaling approximately $1,982,000 duridg&which did not reoccur in 2009.
Management fees, which are eliminated on consatidaére expected to continue to decline in tharkitis the Capcos mature and utilize their
cash. If a Capco does not have current or projezdstl sufficient to pay management fees then seshdre not accrued.

The Company does not anticipate creating any nepe@ain the foreseeable future and we anticipatettie Capco segment will incur losses
going forward through 2010. The Capcos will conéiia earn cash investment income on their casmbadaand incur cash management fees
and operating expenses. The amount of cash awailabinvestment and to pay management fees willirvearily dependent upon future
returns generated from investments in qualifiedrimsses. Income from tax credits will consist gote#laccretion of the discounted value of
declining dollar amount of tax credits the Capcdsneceive in the future; the Capcos will continigeincur non-cash interest expense.

2008

Revenue is derived primarily from non-cash inconoanftax credits. The increase in revenue for 2088us 2007 reflects the effect of the
higher interest rate used under fair value accagritian that previously used under cost basis atitwu The amount of future revenue will
fluctuate with future interest rates. However, oftgure periods, the amount of tax credits, andetfoge the income the Company will
recognize, will decrease to zero.

Expenses consist primarily of management fees anecash interest expense. Management fees incrd&8edor $1,841,000, to $5,902,000
for the year ended 2008 from $4,061,000 for therprear. The net increase was primarily due tginement of owed but non-accrued
management fees from one Capco totaling approxiyn&1e982,000, offset, in part, by a decline in mg@ment fees from two Capcos totaling
$141,000 during 2008. Management fees, which amgredted upon consolidation, are expected to dedlirthe future as the Capcos mature
and utilize their cash. For the year ended 2007 athortization of the prepaid insurance purchaséteagunding date was a major expense
component. The revaluation of the notes payabteddits in lieu of cash on January 1, 2008 at selawnterest rate reflecting the risk in the
security (as more fully described in Note 3 to¢besolidated financial statements) resulted imaneiase in the liability and a commensurate
substantial decrease in the interest expense ceshpathat under the cost basis of accounting. Bsthe liability now imbeds the value of
prepaid insurance, the prepaid insurance assdtsanhortization have been reduced to zero.

For the year ended 2008, the adoption of fair valteounting for Capco assets and liabilities reskith a $8,720,000 reduction of the net non-
cash loss (calculated by subtracting interest espamd amortization of prepaid insurance, fronchange in fair market value of Credits in
lieu of cash and Notes payable in credits in lifaash and income from tax credits) to $681,00énftbat of $9,401,000 for the year ended
2007, which was calculated on a cost basis.

The Company does not anticipate creating any nepe@ain the foreseeable future and the Capco segmiénontinue to incur losses going
forward. The Capcos will continue to earn cash stveent income on their cash balances and incurroastagement fees and operating
expenses. The amount of cash available for invedtared to pay management fees will be primarilyeshelent upon future returns generated
from investments in qualified businesses. Incornenftax credits will consist solely of accretiontbé discounted value of the declining dollar
amount of tax credits the Capcos will receive i filiture; the Capcos will continue to incur nonkcagerest expense.
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All Other
% Change
(In thousands): 2009 2008 2007 200¢ 200¢
Revenue
Interest incom $ 50 $ 15¢ $ 657 69% (76)%
Insurance commissior 811 1,034 89¢ (22)% 15%
Other income 1,652 882 2,207 76% (60)%
Total revenue 2,413 2,07t 3,76: 16% (45)%
Expenses
Salaries and benefi 1,624 2,571 2,31¢ (37% 11%
Professional fee 154 328 55E 52% (42%
Depreciation and amortizatic 13C 95 18C 37% 4N%
Other general and administrative cc 873 1,081 97C (19)% 11%
Total expense 2,781 4,07( 4,02( (32% 1%
Loss before income tax: $ (368) $(1,999 $(257) (8% 67€%

The All Other segment includes revenues and exggmamarily from qualified businesses that receiiragstments made through the
Companys Capcos which cannot be aggregated with otheratipgrsegments and Newtek Insurance Agency, LLCdessribed above, certi
entities previously consolidated with the All Otlsmgment were transferred to the Small busineasdim segment. The table above reflects
those changes for the years ended December 31, 2008, and 2007.

2009

Revenue increased $338,000, or 16%, for 2009 apamd to 2008. The revenue increase consists 67@,800 increase in other income
primarily due to a $1,000,000 recovery in the selcguarter of 2009 related to a qualified investnpeviously written off, offset by a
$223,000 decrease in insurance commissions an@®®I0 decrease in interest income. The decredmsuirnance commissions for the year
ended 2009 as compared to 2008 was due primardiatbreduction and reorganization negatively iotpey new insurance sales as well as
current economic conditions reducing both the dehfannew policies as well as coverage levels fasteng customers. Interest income
decreased as a result of a decrease in cash dndguaisalents during 2009 as compared to 2008.

Salaries and benefits decreased by $947,000, ort@®%,624,000 for 2009, as compared to $2,571f@0R008, as a result of staff reductions
in the insurance agency and other entities. Theedse in professional fees of $169,000, or 5294 &1H00 for 2009 as compared to $323,000
for 2008 was mainly due to a non-reoccurrence osatling expenses incurred in 2008 relating tosiamer data information and
communication system offset by a one-time revestaloker commissions in the second quarter of 28GRIdition to a reduction in
commission expense on two insurance portfoliosndu2i009.

Loss before income taxes decreased by $1,627,0@tgd2009 as compared to 2008, primarily due toiticeease in revenues of $338,000 and
the decrease in total expenses of $1,289,000.

2008

Revenue decreased $1,688,000, or 45% to $2,075068 year ended 2008, from $3,763,000 in therpréar. The decrease consists
primarily of a $1,325,000 reduction in other incomlgich was due to greater gains on the sale/regsef investments in qualified businesses
totaling $252,000 for year ended 2008 versus $10080in 2007. Interest income decreased by $4988G0result of a decrease in cash and
cash equivalents as well as declining interessrdteing the year ended 2008 as compared to theywar.

Salaries and benefits increased by $256,000, ortb1$2,571,000 for the year ended 2008, as compgar$d,315,000 for 2007, primarily due
to the increased expense associated with additcustbmer service and sales staff for the insurageacy and Texas investments in a
customer support and call center. The Company éxgataries and benefits to decline into 2009 eCiimpany continues to implement cost-
cutting measures to bring expenses in-line witheetgd sales growth. Professional fees declined2B2 $00, or 42% to $323,000 for year
ended 2008 primarily due to the one-time reversabproximately $150,000 in Newtek Insurance Agebimyker commissions related to a
book of business from prior to 2005. Other genadahinistrative costs increased by $111,000, or 1d %4,081,000 for the year ended 200¢
compared to $970,000 for 2007, primarily due tordendown of a $140,000 debt investment deemed iiraga
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Loss before income taxes increased by $1,738,02008 as compared with 2007 primarily due to therelese in total revenue of $1,688,000
and the increase in total expenses of $50,000 2067 to 2008.

Corporate activities

% Change
(In thousands): 2009 2008 2007 2009 200¢
Revenue
Management fee $3,16¢ $ 5777 $ 3,93¢ (45)% 47%
Interest incom 32 44 10¢ 27% (60)%
Other income 14 10 7 40% 43%
Total revenue 3,21( 5,831 4,052 (45)% 44%
Expenses
Salaries and benefi 4,68 6,362 7,37¢ (26)%  (19)%
Interest — 49 11€ (100%  (58)%
Professional fee 1,49t 1,63: 1,88¢ 8% (139%
Depreciation and amortizatic 437 371 26C 18% 43%
Other general and administrative cc 2,53t 2,73¢ 3,022 (N% (10%
Total expense 9,15( 11,14¢ 12,66 (189% (12%
Loss before income tax: $(5,940 $(5,31f) $(8,609 12%  (39%

The Corporate activities segment implements busistrategy, directs marketing, provides technolmggrsight and guidance, coordinates and
integrates activities of the other segments, cotgraith alliance partners, acquirers customer dppdies and owns our proprietary
NewTracker™ referral system and all other intelleciproperty rights. This segment includes reveanckexpenses not allocated to ol
segments, including interest income, Capco managefee income and corporate operations expenses.

2009

Revenue is derived primarily from management fegsexl from the Capcos, which amount to 2.5% offetcapital and are eliminated in
consolidation. Management fee revenue decreased @5%2,613,000, to $3,164,000 for the year end@®Zrom $5,777,000 during 2008.
The decrease was primarily due to the recoveryafagement fees from one Capco totaling approxim&tkeB82,000 during 2008 which did
not reoccur in 2009. Management fees are expectdddine in the future as the Capcos mature atideutheir cash. If a Capco does not have
current or projected cash sufficient to pay managsrfees then such fees are not accrued.

Expenses declined $1,999,000, or 18%, for 200®apared to 2008. As a result of the Company’s coting initiatives, salaries and benefits
decreased $1,679,000 or 26% to $4,683,000 for 8009 $6,362,000 for 2008 and other general and aginative costs decreased $199,000
or 7% to $2,535,000 for 2009 from $2,734,000 fod@0Professional fees decreased $138,000, or 82008 as compared to 2008 due to
decreased audit fees. The Company expects sadauielsenefits and other general and administrategsdo remain static at its current level
into 2010. The Company does not believe that tHaatons will impact the management of the Compsutyisinesses.

2008

Revenue is derived primarily from management fegsexl from the Capcos, which may equal up to 2.6eeuified capital. Management fee
revenue increased 47%, or $1,841,000, to $5,777@0be year ended 2008 from $3,936,000 for ther yaded 2007. The net increase was
primarily due to the recovery of management feemftwo Capcos totaling approximately $1,982,000rduthe year ended 2008, offset by a
decline in management fees from two Capcos tot&iigfl,000 during the same period. Management ¥eg@sh are eliminated upon
consolidation, are expected to decline in the fias the Capcos mature and utilize their cashCHpco does not have current or projected
sufficient to pay management fees, then such fieesa accrued. Interest income declined 60% froenprior year, or $65,000, to $44,000 for
the year ended 2008 from $109,000 reflecting actalu in interest income on cash investments dwedecrease in both the rate of interest
received on the investments and the amount of cadtand.
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Expenses declined $1,512,000, or 12%, during the geded 2008 from the prior year. As a resulhef@ompany’s cost cutting initiatives,
salaries and benefits decreased $1,016,000 or pe¥essional fees decreased $252,000 or 13% amed gémeral and administrative costs
decreased $288,000 or 10% as compared to theyedor

Liquidity Risk
The Company believes that its cash and cash eguitsahnd anticipated cash flow from operations pvitivide sufficient liquidity to meet its
short- and longerm operating and capital needs except regartsngeédit line from GE discussed below. Given theent state of the debt &
equity markets, the Company'’s ability to accesggte and public debt and equity markets has beamitihed. The cost of issuing equity,
common or preferred, if possible, could be expengivthe Company’s current common shareholdetsgrelty dilution, reduced future cash
flows, or both. There can be no assurance thattmpany could enter the short- or long-term delrketa to meet its funding needs if
required.

On August 13, 2008, the Company received a stditidacy letter from the Nasdaq Stock Market (“NagQ) indicating that, for the prior 30
consecutive days, the bid price for Newtek’'s comrsimtk had closed below the minimum $1.00 per steqeirement for continued inclusion
on the Nasdag Global Market under Marketplace R4E0(a)(5) (the “Rule”). In accordance with Markage Rule 4450(e)(2), the Company
was given 180 calendar days, or until February0992to regain compliance with the Rule. On Noven#t® 2009, our shares were moved
from trading on The Nasdaqg Global Market to theddasCapital Market. The minimum bid price for slsap@ the Nasdaq Capital Market is
$1.00. The Company was given 180 calendar daystirMay 29, 2010, to regain compliance with theléR On February 22, 2010, Nasdaq
notified the Company that, due to the increaséénttading price of the common shares, we weralicdémpliance with all applicable Nasdaq
Capital Market listing requirements, and no longgerisk of being delisted. As compliance with thimum trading price for common share
beyond our control, there can be no assurancéttaatrice will remain above $1.00 indefinitely atlierefore, no assurance that the threat of
delisting can be avoided. In the event that thernomshares are delisted, there can be no assufaicn active public market for our shares
can be sustained or that current trading levelsbeasustained or not diminished.

Management of Newtek expects to have three basikimgpcapital requirements in the near-term. These
» working capital needed for the SBA lend
» working capital for operating our current businas
» working capital required for parent company opeiati

The Company primarily relies on outside fundingrses to finance the operations of its Small busifiesnce segment. The loss of these lines
of credit would materially impact these businesgesych circumstances they might have to liquidatgets to pay off the lines of credit and
substantially reduce their operations. Given curcemditions in the market for financial assetsassurance can be given that the amounts
resulting from liquidation of their assets would<adficient to pay off the line amounts. In parteny there can be no assurance that the
Company will be able to replace the Credit LinelWRE, in place until May 2010 and more fully deked below. Failure to obtain financing
would have a material adverse effect on our busirgse “Risk Factors — Risks Relating to our SBAdieg Business.The Company recent
announced an agreement in principal with Capita ®ank, a division of Capital One, N.A., for a fiyear term loan, which would be repaid
from the receipts of SBA loan payments, to replacthe credit line with GE as well as the existiagn loan with NTS. The term loan is
subject to the review and approval of the SBA.

The Company’s Electronic payment processing and késlting segments do not rely on outside finantingperate and produce excess cash
flow for their operating needs. Both operations reeg their cash flow negatively impacted by theremtiing economy. Entities within the All
other segment have sufficient cash resources to tineie forecasted needs but also could be adweadfdcted by the recession causing a
reduction in demand for their services.

Newtek funds its holding company through cas-hand, cash flow from operating businesses andetteipt of annual management fees from
the Capcos equal to 2.5% of initial funding. Howetlee cash management fees do not represent resvémiNewtek on a consolidated basis as
this is a transfer of funds from Newtek’s Capcothmholding company, and all intercompany trarisastand balances are eliminated in
consolidation. These fees from Capcos are expéctddcrease over the next few years as the Capatserin their business cycle. The
Company does not intend to add new Capcos andedyllon expanding the operations of its underlyinginesses and cutting costs at the
holding company to maintain liquidity. If the opéngg companies do not continue to grow as expetttguoduce significant cash flow
surpluses, if the capital markets should be inagibksto Newtek, and if other borrowings are unkadé, the Company will experience a
decrease in its liquidity and would be forced tmisish materially its operations so as to conforsrekpenditures to the cash then available.
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The reduction in the availability of credit and aakening economy have negatively impacted the v@lgemmercial and residential real
estate. This has adversely affected the collabereiking the loan portfolio of our SBA Lending segme\s result, defaulted loans in liquidati
require longer times to process with increasedsdbsreby tying up more of the lender’s cash resirLiquidated properties have more
recently yielded smaller recoveries than in presigears, reducing the amount of funds the lendetdhavest in new loans.

Liquidity and Capital Resources
Overview

Cash requirements and liquidity needs over the teaiive months are anticipated to be funded prilpéinrough operating results and availe
cash and cash equivalents. The SBA lending uniduts cash requirements and liquidity needs thiiaugilable cash and cash equivalents
the cash resources of Newtek, but primarily utdiftee $15 million GE line of credit to originatedawarehouse the guaranteed and
unguaranteed portion of SBA loans. The GE Line i&d2 is in place until May 2010 and there can beassurance that the Company will be
able to replace the Credit Line with GE or negetit alternate arrangement. Failure to obtain &imgwould have a material adverse effect
on our business. See “Risk Factors — Risks Relatimyr SBA Lending Business” for a fuller discussbf the GE Line of Credit. The
receivables financing unit utilizes the $10 millidfells Fargo line of credit to purchase receivablé®ere are no cross covenants or
collateralization under any of the above lendinglittees. The availability of the lending facilitseis subject to the compliance with certain
covenants and in addition, for the GE and WellgBdines, the amount of collateral and collateegjuirements, as set forth in the
agreements. The Company guarantees the linesdif twethe subsidiaries: Capital One for the antdasrrowed, GE up to $15 million, and
Wells Fargo up to $800,000. As of December 31, 2@@® Company unused sources of liquidity consisted of $12 880 ,n unrestricted cas
and cash equivalents, and $759,000 and $315,00@flesthrough the GE, and Wells Fargo lines ofldreespectively.

Restricted cash totaling $6,739,000, which is prilpdeld in the Capcos, can be used in managingagerating the Capcos, making qualified
investments, to repay debt obligations, and fompidagment of taxes on capco income.

In summary, Newtek generated and used cash asvillo

For the Years Ended
December 31,

2009 2008 2007
Net cash provided by (used in) operating activi $ 3,12¢ $(9,540) $(2,007)
Net cash provided by (used in) investing activi 3,40( (1,530 1,82
Net cash (used in) provided by financing activi (20,799 2,55( (1,129
Net decrease in cash and cash equiva (4,277 (8,520 (1,319
Cash and cash equivalents, beginning of ' 16,85 25,37: 26,68¢
Cash and cash equivalents, end of » $12,58! $16,85: $25,37:

Net cash flows provided by operating activitiesreased $12,668,000 to $3,128,000 for the year eDeéedmber 31, 2009 compared to

cash flows used in operations of $(9,540,000)terytear ended December 31, 2008, primarily duaitdmall business finance segment’s
operations. Proceeds from sale of SBA loans helddte net of Originations of Loans held for salevided $5,933,000 of cash for the year
ended December 31, 2009 as compared to the us&§®,d73,000) for the same period last year. IM2@0e Company benefited from selling
$6,133,000 of Loans held for sale originated in@0wever, 2009 results reflect the $6,103,00at@a of a Broker receivable for Loans h
for sale traded at year end but not settled; thmgamy collected that cash subsequent to year emde@der derives liquidity and profits from
selling guaranteed portions of its SBA 7(a) loaigioations.

Net cash provided by (used in) operating activiidds back a ni-cash expense “Provision for loan losspsiarily related to the operation
the Company’s Small business finance segment. AghdNewtek does not pay out this expense in chshexpense does represent impairment
to income generating assets and a potential remuitifuture cash flows. For the
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year ended December 31, 2009, Provision for loasds decreased $697,000 to $1,833,000 from $2@EBM0O2008 primarily due to tt
diminution of our performing loan portfolio; the aleeconomy continued to weigh on the performancaioborrowers and value of our
collateral in liquidation. Newtek believes its lolmss reserves, which are evaluated monthly om@a-hy-loan basis, along with its collateral
monitoring practices, are adequate. Newtek recegrtizat the declining prices occurring nationallyte residential real estate and commercial
property markets will diminish the collateral bawiits loans. Generally, loans within the portfadi@ typically repaid by the business’ cash
flow and secured by business collateral and petsmsats of the business owner and/or guarantorglaas commercial real estate and may
also include residential real estate as supplerheotfiateral. For SBA loans, Newtek follows the SBfandard operating procedure with res

to obtaining collateral on our loans. This typigaticludes all business assets and frequently dedpersonal assets of the owners and/or
guarantors.

Net cash provided by (used in) investing activipeisnarily includes the purchase of fixed assets @rstomer accounts, activity regarding
unguaranteed portions of SBA loans, changes inicesi cash and activities involving investmentsgiralified businesses. Net cash provided
by (used in) investing activities increased by 38,900 to cash provided of $3,400,000 for the yealed December 31, 2009 compared to
used of $(1,530,000) for the year ended Decembe2@I8. The increase was due primarily to a lessarber of qualified investments made
during 2009, $(428,000) , versus 2008, $(3,504,08f8et by a lesser return from qualified investitsein 2009, $2,514,000, as compared to
the return of $2,932,000 in 2008; an overall desean the use of cash of $2,658,000. Cash useedased by the reduction in purchases of
fixed assets and customer merchant accounts 03%D00 to $(1,764,000) for the year ended Decerdbe?009, from $(3,497,000) for the
year ended December 31, 2008 as the Company elecpeoichase fewer merchant portfolios and fixexetss The change in restricted ¢
provided $3,261,000 less cash flows in 2009, ot &3,000, versus cash flows provided of $4,444,802008.

The $5,034,000 reduction in the amount of SBA loanginated for investment from $(7,145,000) in 226 $(2,111,000) in 2009 was partic
offset by the decline in payments received on S@&ab to $3,489,000 in 2009 from $4,796,000 in 20®&ddition, proceeds from the sale of
SBA loans held for investment declined $127,008547,000 from $644,000 as the pricing for the uargateed portions became less
attractive as the markets for financial assetsraetted during 2008 and continued through 2008h@dgh from time-to-time we may sell the
unguaranteed portion of our loans, we do not ti@dltly depend on such sales to fund our operatidosvever, should we be required to sell
unguaranteed portions to reduce or extinguish tBd.i@e of Credit, continued poor pricing could atbady affect our lender. Overall, SBA
loans held for investment provided $3,600,000 noaigh in 2009 than 2008, cash flows provided of 8,800 versus a use of ($1,705,000).

Net cash flows (used in) provided by financingétigs primarily includes repayments on notes péy#al Credit, the proceeds of which we
used to finance Capco activities; TICC, which wiereds borrowed by CrystalTech Web Hosting, Incd paid off in full in 2007), and the net
borrowings (repayments) on bank notes payable pit&l@One, Wells Fargo, and GE. Net cash flows dusg provided by financing activities
decreased by $13,349,000 to a cash use of $(100®%Xor the year ended December 31, 2009 from pestided of $2,550,000 for the year
ended December 31, 2008. The primary reason fodéheease was the net cash used in the amount bémmewings (repayments) on bank
notes payable increased by $12,901,000 between&®)2008 resulting in a $9,700,000 reduction inkBaotes payable.

The $(4,271,000) decrease in cash and cash equisahe2009 primarily reflects a use of cash todfuepayments on bank notes payable and
the $6,103,000 increase in Broker receivable frararis held for sale which had been traded at yehbehnot settled. The Company’s
decision to cease loan originations and resume thieem the market for guaranteed portions improaed, implementation of cost cutting
initiatives in the Small business finance, All athend Corporate segments, reduced the Compangtbtoeuse cash to fund operations and
enabled it to substantially reduce its bank notggaple. These operational improvements should moatio improve liquidity in the future.

Financing Activities

Newtek historically obtained lor-term financing to fund its investments and operaiprimarily through the issuance of notes torasce
companies through the Capco programs. Through Dieee81, 2009, Newtek has received in the aggrekZz86,718,000 in proceeds from the
issuance of long-term debt, Capco warrants, andtdleaommon shares through the Capco programs. k&M@apcos last issued notes in
2005 and the Company does not anticipate partioigpat future Capco programs. In 2004, Newtek @i$20,762,000 (net of related offering
costs) in a secondary public offering. Newtek's\pipal funding requirements have been costs relatéite Capco programs ($152,125,000),
the acquisitions of NTS and Vistar (both of whiokaeted $9,836,000), investments in Capco qualifiesinesses, SBA 7(a) loans, and working
capital needs resulting from operating and busidesglopment activities of its consolidated opegaentities. To finance working capital
needs and potential acquisitions, NTS had entertedai loan agreement with Capital One, N.A. whitl®ctober of 2009 it converted the
$2,500,000 balance of the loan into a term noteeteepaid over three years. Newtek has enteredviit@redit agreements to finance its
lending and receivable finance business.

38



Table of Contents

Credit Lines

In September 2005, NSBF closed a three year, $8%00 senior revolving loan transaction with GehEtactric Capital Corp. (“GE”). This
facility is primarily utilized to originate and walnouse the guaranteed and unguaranteed portidoasnsf under the SBA 7(a) loan program and
for other working capital purposes. The line idatalralized by the unguaranteed portions and tlaeaguieed portions of the held-for-sale
portion of the SBA loans receivable made by NSBRddition to all assets of NSBF. Interest on the Is payable monthly in arrears. The
agreement includes such financial covenants asmmimi capital base thresholds, senior-charge rdiogations on capital expenditures and
charge-offs, in addition to loan loss reserve regfuents. On July 22, 2009 we entered into a FifteAdment and Consent to the Credit
Agreement which reduced the aggregate total oftbdit facility to $15 million, adjusted the intsteate and other terms and extended the
maturity date from August 31, 2009 to May 31, 2088ed upon progress shown by NSBF in obtainingrardtment for a replacement lender.
As of December 31, 2009, the Company was in compdiavith the financial covenants set in this line.

In February 2007, NBC closed a two year $10,000|®@0of credit with Wells Fargo. In October 2008C entered into a Second
Amendment to its Credit and Security Agreement Witells Fargo that extends the $10,000,000 fadilitthree years to February 2012. This
facility is used to purchase receivables and fbeotvorking capital purposes. As of December 30920IBC had $1,416,000 outstanding
under the line of credit. The interest rate issdét.50% or Prime plus 2.50%, whichever is highgth interest on the line being paid monthly
arrears and on a minimum outstanding line balaf§2 ®00,000. Under the Second Amendment, once BBEeds $2,000,000 outstanding
under the line of credit, Wells Fargo allows footalternatives for interest rates, the Prime irgierate plus 2.50%, with a minimum of 7.50%,
or Base LIBOR plus 3.50%. Total interest expenséte year ended December 31, 2009 under thisMasapproximately $186,000. The line
is collateralized by the receivables purchase@yadbas all other assets of the Company. ThrougteDder 31, 2009, NBC has capitalized
$198,000 of deferred financing costs attributabléhe Wells Fargo line. The agreement includes §unelmcial covenants as minimum tangible
net worth, minimum quarterly net income and minimguarterly net cash flow. As of December 31, 2@B8,Company was in compliance
with the financial covenants set in this line.

In October 2007, NTS entered into a Loan and SgcAdreement with Capital One Bank, a division @afp@al One, N.A., which provides fol
revolving credit facility of up to $10,000,000 (tHeoan”) available to both NTS and the Company,dderm of two years for working capital
and acquisition needs within the Company’s busitiass. In October 2009, at the Company’s optiandhtstanding principal balance was
converted into a 3 year note with equal monthlypgipal payments. As of December 31, 2009, NTS 2868,000 outstanding under the note
and the interest rate was 3.25%. Total interestiesg for the year ended December 31, 2009 was@I23The agreement includes such
financial covenants as a minimum fixed-charge cagerratio and a maximum funded debt to EBITDA. ABecember 31, 2009, the
Company was in compliance with the financial coveaaet in this line. In connection with the Loan,October 19, 2007, we entered into a
Guaranty of Payment and Performance with Capita Bank and entered into a Pledge Agreement withit&apne Bank pledging all NTS
stock as collateral.

The following chart represents Newtek’s obligatiamsl commitments, as of December 31, 2009, otlaer @apco debt repayment discussed
above, for future cash payments under debt, leadeployment agreements:

(In thousands):

Operating Employment

Year Debt (a) Leases Agreements Total

2010 $13,354(b) $38( $ 911  $1815¢
2011 83< 3,85¢ — 4,68¢
2012 10,695(c) 3,39( — 14,08t
2013 — 2,61¢ — 2,61t
2014 — 1,79¢ — 1,79¢
Thereaftel — 1,10¢ — 1,10¢
Total $24,88. $16,65: $ 911  $42,44;

(&) Interest rates range from 4.00% to 7.t
(b) Includes:

e GE revolver amount outstanding as of December 329 2vhich was approximately $12,521,000; the Comphnes not expect to
draw down material amounts in the futL
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* $2.5 million Capital One note payable over a threaryperiod commencing 2009. As of December 31, 20@%mount outstandil
was approximately $2,361,0C

(c) Represents $10 million Wells Fargo line assumirggahtire amount is outstanding; $1,397,000 borroagedf December 31, 20C

This chart excludes distributions for taxes du€&pco minority owners (which cannot be anticipated)

Financing Activities: Capcos

We have deemphasized our Capco business in faxgrowfing our operating businesses and do not atieicreating any new Capcos in the
foreseeable future.

Overview

A Capco is either a corporation or a limited liggicompany established in and chartered by orthehine jurisdictions that currently have
authorizing legislation: Alabama, District of Colbia, Florida, Louisiana, Colorado, New York, Texas Wisconsin (Missouri has an older
program which pre-dates the start of our businedsrmawhich we do not participate). Aside from seegital provided by an organizer such as
Newtek, a Capco will issue debt and equity instmi®exclusively to insurance companies and the @afien are authorized under
respective state statutes to make targeted equight investments in companies. In some statedath permits Capco investments in
majority-owned or primarily controlled companies.dthers, such as Louisiana, Colorado, Texas anthtist recent programs in New York,
there are some limitations on the percentage ofeosinip a Capco may acquire in a qualified businessonjunction with the Capcos’
investment in these companies, the Capcos maypatside loans to the companies. In most casedatheredits provided by the states are
equal to the par amount of investment by the imszeaompanies in the securities of the Capcos,mdda be utilized by them generally ove
period of four to ten years. These credits arefentdd by the returns or lack of returns on investta made by the Capcos.

Our Capcos had arranged for the repayment of éopast the Capco notes by The National Union Fireurance Company of Pittsburgh and
The American International Specialty Lines Insue@ompany, both affiliates of Chartis, Inc. As dfd@mber 31, 2009, all of the required
cash payments have been made by these insureat édthe Capcos. The balance of the repaymengatibns for all of our Capcos will result
from the availability to the investors of the sttdr credits.

Income from Capco Tax Credits

In general, the Capcos issue debt and equity im&nts to insurance company investors. For a deggripf the debt and equity instruments
and warrants issued by Newtek’s Capcos, see Nimt¢h2 Notes to the Consolidated Financial Statesdrhe Capcos then make targeted
investments, as defined under the respective gtaseliction statutes, with the funds raised. E@elpco has a contractual arrangement with the
particular state/jurisdiction that entitles the €aypo receive (earn) tax credits from the statisfliction upon satisfying quantified, defined
investment percentage thresholds and time requitesmin order for the Capcos to maintain theirestatjurisdiction-issued certifications, the
Capcos must make targeted investments in accordeitit¢éhese requirements, which requirements ansistent with Newtek’s overall
business strategy. Each Capco statute provide#ispetes and regulations under which the Capcostoperate. For example, the State of
Louisiana program precludes the Capco from makargrolling and majority-owned investments. Accoglin investments made by the
Louisiana Capco are considered portfolio compaaimbare majority-owned operated and controllechiyr thoards of directors and
management. These portfolio companies operate @mtlmtly of Newtek although Newtek participatedtmmboard of directors of these
companies (but in all cases we do not control aritgjof the board of director positions unlessréhis a default under the terms of the
investment) and makes available to them technolsgiyvices and products to sell.

Each Capco also has separate, contractual arrangemi¢h the insurance company investors obligatirggcapco to pay interest on the
aforementioned debt instruments. The Capco magfgdtiis interest obligation by delivering the tpedits or paying cash. The insurance
company investors have the legal right to recena wse the tax credits and would, in turn, useethas credits to reduce their respective state
tax liabilities in an amount usually equal to 100220% in some cases in Louisiana) of their investme the Capcos. The tax credits
generally can be utilized over a four to ten-yesniqu and in some instances are transferable aneaarried forward. Newtekrevenue frot
tax credits may be used solely for the purposeati$fying the Capcos’ obligations to the insuracompany investors.

A description is set forth above of the manner molt Newtek and its Capcos account for the taxitimedome. See “Critical Accounting
Policies—Revenue Recognition.”
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Critical Accounting Policies and Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethi@ United States of America requires
management to make estimates and assumptiondfiwtttae reported amounts of assets, liabilitied disclosures of contingent assets and
liabilities at the date of the financial statemeamsl reported amounts of revenues and expensegydhs reporting period. The most signific
estimates include:

» allowance for loan losse

» sales and servicing of SBA loar

» valuation of intangible assets and goodwill inchglthe values assigned to acquired intangible s
» stock-based compensation; a

e income tax valuation allowanc

Management continually evaluates its accountinicigsl and the estimates it uses to prepare theotidaged financial statements. In general,
the estimates are based on historical experiemc@formation from third party professionals andvamious other sources and assumptions
are believed to be reasonable under the factsiemdstances at the time such estimates are méageCdmpany'’s critical accounting policies
are reviewed periodically with the audit committéehe board of directors. Management considemcaounting estimate to be critical if:

e it requires assumptions to be made that were wumioeat the time the estimate was made;

» changes in the estimate, or the use of differeithating methods, could have a material impact@nG@ompany’s consolidated
results of operations or financial conditic

Actual results could differ from those estimategn8icant accounting policies are described inébtto the consolidated financial statements,
which are included in Item 15 in this Form 10-Krfg. In many cases, the accounting treatment @afriquilar transaction is specifically
indicated by Accounting Principles Generally Acaepin the United States of America.

Certain of our accounting policies are deemeditait’ as they require management’s highest degf@edgment, estimates and assumptions.
The following critical accounting policies are riotended to be a comprehensive list of all of cxgoainting policies or estimates.

Fair Value Measurements.

As discussed in Item 8. “Financial Statements amgp®mentary Data, Note 3, Fair Value Measurememésadopted fair value accounting
effective January 1, 2008. Fair value is definethasprice that would be received to sell an agsphid to transfer a liability in an orderly
transaction between market participants at the areasent date (an exit price) and establishes aédire hierarchy that prioritizes the inputs
valuation techniques used to measure fair valuethee levels for disclosure purposes. The Companyes its credits in lieu of cash, prepaid
insurance and notes payable in credits in lieuashat fair value. The Company also carries imgdoans, servicing asset and other real estate
owned at fair value. The fair value hierarchy gittes highest priority (Level 1) to quoted pricesative markets for identical assets or
liabilities and gives the lowest priority to unobszble inputs (Level 3). An asset or liability’saskification within the fair value hierarchy is
based on the lowest level of significant inputttovaluation. The levels of the fair value hierarelne as follows:

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

Level 2 Observable inputs other than Level 1 prices, ssajuated prices for similar assets or liabilitiggpted prices in markets that are not
active; or other inputs that are observable orteanorroborated by observable market data for anbatly the full term of the assets
or liabilities. Level 2 assets and liabilities inde debt securities with quoted prices that aettdess frequently than exchange-
traded instruments and derivative contracts whaseevis determined using a pricing model with irgptiiiat are observable in the
market or can be derived principally from or cowrdted by observable market data. This categorgrgéiy includes certain U.S.
Government and agency mortgage-backed debt sesyigbrporate debt securities, derivative contrastsresidential mortgage
loans hel-for-sale.

Level 2 Unobservable inputs that are supported by littlammarket activity and that are significant to thie value of the assets or liabiliti
Level 3 assets and liabilities include financiatmments whose value is determined using pricingets, discounted cash flow
methodologies, or similar techniques, as well agriments for which the determination of fair vataquires significant managem
judgment or estimation. This category generallyudes certain private equity investments, retaiesitiual interests i
securitizations, residential mortgage servicingptsgand highly structured or lo-term derivative contract

41



Table of Contents

Revenue Recognition.

Electronic payment processing revenLElectronic payment processing and fee income ivei@from the electronic processing of credit and
debit card transactions that are authorized anticeghthrough third-party networks. Typically, meants are charged for these processing
services on a percentage of the dollar amountaf #ansaction plus a flat fee per transactionta®merchant customers are charged
miscellaneous fees, including fees for handlinggbdacks or returns, monthly minimum fees, statdrfees and fees for other miscellaneous
services. Revenues derived from the electronicgasiog of MasterCar®l and Vi8a sourced credit abit dard transactions are reported
gross of amounts paid to sponsor banks.

Web Hosting revenue The Company’s revenues in this segment are priyndeitived from monthly recurring services feestfar use of its
web hosting and software support services. Custasetenp fees are billed upon service initiation arelrecognized as revenue over the
estimated customer relationship period of 2.5 ydaeserred revenues represent customer prepayrfeenipcoming web hosting and related
services, and are generally received one monthréetyears in advance. Such revenues are recogaszsetvices are rendered, provided that
evidence of an arrangement exists, the price tetlstomer is fixed or determinable, no signific@empany obligations remain and collection
of the related receivable is reasonably assured.

Income from tax creditsFollowing an application process, a state will fyod 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 arh@uneither recognized as income
otherwise recorded in the financial statementsesinbas yet to be earned by the Capco. The Capentitled to earn tax credits upon satisfy
defined investment percentage thresholds withigifpd time requirements. Newtek has Capcos in satates and the District of Columbia.
Each statute requires that the Capco invest altbi@percentage of “certified capital” (the fundsyided by the insurance company investors)
in businesses defined as qualified within the tfraenes specified. As the Capco meets these reqgeirenit avoids grounds under the statute
for its disqualification for continued participatian the Capco program. Such a disqualificatior'decertification” as a Capco results in a
permanent recapture of all or a portion of thecalted tax credits. The proportion of the possibtapture is reduced over time as the Capco
remains in general compliance with the programsraled meets the progressively increasing investimamthmarks. As the Capco progresses
in its investments in Qualified Businesses andpatingly, places an increasing proportion of thedeedits beyond recapture, it earns an
amount equal to the non-recapturable tax crediisracords such amount as income, with a correspgrafiset called “credits in lieu of cash”
in the balance sheet.

The amount earned and recorded as income is detedrbly multiplying the total amount of tax creditlbbcated to the Capco by the percent

of tax credits immune from recapture (the earnedrme percentage) at that point. To the extenttheinvestment requirements are met ahead
of schedule, and the percentage of non-recaptutableredits is accelerated, the present valubefax credit earned is recognized currently
and the asset, credits in lieu of cash, is accrapetd the amount of tax credits deliverable todérified investors. The obligation to deliver tax
credits to the certified investors is recorded ates payable in credits in lieu of cash. On the da¢ tax credits are utilizable by the certified
investors, the Capco decreases credits in lieast avith a corresponding decrease to notes payabtedits in lieu of cash.

SBA lending:Interest income on SBA loans is recognized as éaiven a SBA loan is 90 days past due with regppeatincipal or interest
and, in the opinion of management, interest orqgipad on individual loans is not collectible, orsatch earlier time as management determines
that the collectibility of such principal or intestes unlikely, the accrual of interest is discangd and all accrued but uncollected interest
income is reversed. Cash payments subsequentlivedoen nonaccrual loans are recognized as incartyewhere the future collection of the
recorded value of the SBA loan is considered byagament to be probable. Certain related direcsdosbriginate loans are deferred and
amortized over the contractual life of the SBA laming a method that approximates the effectiverést method.

Insurance commissionsRevenues are comprised of commissions earned amyres paid for insurance policies and are recoghéethe tim
the commission is earned. At that date, the easnangcess has been completed and the Company ti@ateshe impact of policy
cancellations for refunds and establish reservies.réserve for policy cancellations is based otohical cancellation experience adjusted by
known circumstances.
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Other income:Other income represents revenues derived from tipgranits that cannot be aggregated with othemmss segments. In
addition, other income represents one time receset gains on investments. Revenue is recorded Wieee is strong evidence of an
agreement, the related fees are fixed, the searideor product has been delivered, and the calecf the related receivable is assured.

Capco Debt IssuanceThe Capco notes require, as a condition precedehetfunding of the notes, that insurance be @geti to cover the
risks associated with the operation of its CapTbss insurance has been purchased from Chartis&yelmsurance Company and National
Union Fire Insurance Company of Pittsburgh, bothssiaries of Chartis, Inc. (“Chartis”), an intetismal insurer. In order to comply with this
condition precedent to the funding, the notes olpss structured as follows: (1) the certified istars wire their funds directly into an escrow
account; (2) the escrow agent, pursuant to theiragents under the note and escrow agreement, atitaty and simultaneously funds the
purchase of the insurance contract from the praceszkived. Newtek’s Capco is not entitled to the and benefit of the net proceeds received
until the escrow agent has completed the purchiadesdnsurance. The Chartis insurance subsidiaiésd above are “A+, negative outlook”
credit rated by Standard & Poor’s.

Under the terms of this insurance, which is forkkeefit of the certified investors, the Capco mesuncurs the primary obligation to repay the
certified investors a substantial portion of thétdgncluding all cash payments) as well as to makapensatory payments in the event of a
of the availability of the related tax credits. Thapco remains secondarily liable for such paymantsmust periodically assess the likelihood
that it will become primarily liable and, if necesg, record a liability at that time. The parentngany, Chartis, has not guaranteed the
obligations of its subsidiary insurers, althoughas committed to move the payment obligationstafiliated company in the event the Ca
insurer is materially downgraded in its creditmgti

Investment Accounting and Valuation.The various interests that the Capcos and Newtglkidgcas a result of their investments are accal
for under three methods: consolidation, equity métand cost method. The applicable accounting ndeihgenerally determined based on our
voting interest in a company and whether the com®a variable interest entity where we are thmary beneficiary , and quarterly
valuations are performed so as to keep our reaandent in reflecting the operations of all ofingestments.

Companies in which we directly or indirectly ownsma than 50% of the outstanding voting securitiesse Newtek has effective control over,
or are deemed as a variable interest entity threds1® be consolidated , are generally accounteghider the consolidation method of
accounting. Under this method, an investment'sults of operations are reflected within thesotidated statement of operations. All signific
inter-company accounts and transactions are eltetihd he results of operations and cash flowsafresolidated entity are included through
the latest interim period in which Newtek ownedraager than 50% direct or indirect voting interesiercised control over the entity for the
entire interim period or was otherwise designatetha primary beneficiary. Upon dilution of votiirderest at or below 50%, or upon
occurrence of a triggering event requiring recoasation as to the primary beneficiary of a varidhterest entity, the accounting method is
adjusted to the equity or cost method of accountisgappropriate, for subsequent periods.

Companies that are not consolidated, but over wivielkexercise significant influence, are accountedufider the equity method of accounting.
Whether or not Newtek exercises significant inflceemvith respect to a company depends on an evaituatiseveral factors including, among
others, representation on the board of directodscaynership level, which is generally a 20% to S5@%rest in the voting securities, including
voting rights associated with Newtek’s holdinggémmon, preferred and other convertible instrumeditsler the equity method of
accounting, a company’s accounts are not reflestddn our consolidated statements of operatioasydver, Newtek’s share of the investee’s
earnings or losses are reflected in other inconteérCompany’s consolidated statements of operation

Companies not accounted for under the consolidatidhe equity method of accounting are accountedifider the cost method of accounting,
for which quarterly valuations are performed. Untiés method, our share of the earnings or losésaah companies is not included in the
consolidated statements of operations, but thesinvent is carried at historical cost. In additionst method impairment charges are recog
as necessary, in the consolidated statements odtopes if circumstances suggest that this is dhéiothan temporary decline” in the value of
the investment, particularly due to losses. Subsegimcreases in value, if any, of the underlyinghpanies are not reflected in our financial
statements until realized in cash. We record asnirecamounts previously written off only when andié receive cash in excess of its
remaining investment balance.

On a quarterly basis, the investment committeeaoheCapco meets to evaluate each of our investimidatstek considers several factors in
determining whether an impairment exists on thestment, such as the companies’ net book valub,ftag, revenue growth and net income.
In addition, the investment committee looks atéargariables, such as the economy and the panticalapany’s industry, to determine if an
other than temporary decline in value exists irhd@apco’s and Newtek’s investment.
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Impairment of Goodwill. Management of the Company considers the followiniget some examples of important indicators that trigger

an impairment review outside its annual goodwilpairment review: (i) significant under-performarardoss of key contracts acquired in an
acquisition relative to expected historical or paigd future operating results; (ii) significanaoles in the manner or use of the acquired a

or in the Company'’s overall strategy with respedtie manner or use of the acquired assets or esanghe Company’s overall business
strategy; (iii) significant negative industry oromomic trends; (iv) increased competitive pressurgsa significant decline in our stock price
for a sustained period of time; and (vi) regulatomanges. In assessing the recoverability of oodgidl and intangibles, we must make
assumptions regarding estimated future cash flowlsogher factors to determine the fair value ofrémpective assets. The fair value of an ¢
could vary, depending upon the estimating methogleyed, as well as assumptions made. This maytresalpossible impairment of the
intangible assets and/or goodwill, or alternativatyacceleration in amortization expense. Durirgyars ended December 31, 2008 and 2
management determined that impairment of goodwal wiggered as a result of the annual impairmesitand appropriately recorded a charge
in the accompanying consolidated statements ofatipais of $980,000 and $162,000, respectively tk®year ended December 31, 2009, the
remaining goodwill was determined to not be impire

Allowance for SBA Loan LossesThe allowance for loan losses is established byagament through provisions for loan losses charged
against income. Amounts deemed to be uncollectitdecharged against the allowance for loan lossgsabsequent recoveries, if any, are
credited to the allowance.

The amount of the allowance for loan losses isriaity subjective, as it requires making matersireates which may vary from actual

results. Management'’s ongoing estimates of thevaliee for loan losses are particularly affectedh@ychanging composition of the loan
portfolio over the last few years. The loans acggiiirom CCC in December 2002, which are more seastran those originated by NSBF,
comprise 10% of total loans held for investmendaBecember 31, 2009. Other portfolio charactersstsuch as industry concentrations and
loan collateral, which also impacts managementisnates of the allowance for loan losses, have eltlsmged since the acquisition. The
changing nature of the portfolio and the limitedtdass experience on the newly originated poxfbks resulted in management’s estimates of
the allowance for loan losses being based moreibjective factors, as noted below, and less on ecafly derived loss rates.

The adequacy of the allowance for loan lossesvigwneed by management on a monthly basis at a mimipaund as adjustments become
necessary, they are reflected in operations duhiegeriods in which they become known. Considenatin this evaluation include past and
current loss experience, risks inherent in theenurportfolio and evaluation of real estate cotiatas well as current economic conditions. In
the opinion of management, the allowance, whemtalsea whole, is adequate to absorb estimateddsaas inherent in NSBF's entire loan
portfolio.

The allowance consists of specific and general @rapts. The specific component relates to loartsatfeaclassified as either loss, doubtful,
substandard or special mention. For such loansatiestlso classified as impaired, an allowancstabdished when the discounted cash flows
(or collateral value or observable market pricedhef impaired loan is lower than the carrying vadfithat loan. The general component covers
non-classified loans and is based on historica éogerience adjusted for qualitative factors.

A loan is considered impaired when, based on cuiméormation and events, it is probable that NSEHF be unable to collect the scheduled
payments of principal or interest when due accaydinthe contractual terms of the loan agreemetheiJactors considered by management in
determining impairment include payment status asihteral value. Loans that experience insignifiqeenyment delays and payment shortfalls
generally are not classified as impaired. Managermetermines the significance of payment delayspaynent shortfalls on a case-by-case
basis, taking into consideration all of the circtemges surrounding the loan and the borrower, dicfuthe length of the delay, the reasons for
the delay, the borrower’s prior payment record, tr@damount of the shortfall in relation to thengipal and interest owed.

NSBF's charge-off policy is based on a loan-by-loaneenvfor which the estimated uncollectible portidmonperforming loans is charged off
against the corresponding loan receivable andltbeance for loan losses.

Sales and Servicing of SBA Loand\NSBF originates loans to customers under the SBynam that generally provides for SBA guarantees of
50% to 90% of each loan, subject to a maximum guaeaamount. NSBF sells the guaranteed portiomdf éan to a third party and retains
the unguaranteed principal portion in its own paitf A gain is recognized on the guaranteed postiof these loans, based on trade date
accounting, through collection on sale of a premawer the adjusted carrying value. In each loae,she Company retains servicing
responsibilities and receives servicing fees ofi@mum of 1% of the guaranteed loan portion solde Tompany is required to estimate its
adequate servicing compensation in the calculaifots servicing asset. The purchasers of the Isaftshave no recourse to the Company for
failure of customers to pay amounts contractualig.d
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Upon sale of the loans to third parties, NSBF satedy recognizes at fair value any servicing assegervicing liabilities first, and then
allocates the previous carrying amount betweeradisets sold and the interests that continue teloedy the transferor (the unguaranteed
portion of the loan) based on their relative faitues at the date of transfer. The difference betwibe proceeds received and the allocated
carrying value of the financial assets sold is ggired as a gain on sale of loans.

Each class of servicing assets and liabilitiessatessequently measured using either the amortizatiethod or the fair value measurement
method. The amortization method, which NSBF hasehdo continue applying to its servicing assebrizes the asset in proportion to, and
over the period of, the estimated future net s@rgilncome on the underlying sold portion of tharle (guaranteed) and assesses the servicing
asset for impairment based on fair value at egobrting date. In the event future prepayments igmafecant or impairments are incurred and
future expected cash flows are inadequate to diweeunamortized servicing assets, additional amatitin or impairment charges would be
recognized. The Company uses an independent vahusppiecialist to estimate the fair value of thevisérg asset.

In evaluating and measuring impairment of servi@sgets, NSBF stratifies its servicing assets basgear of loan and loan term which are
key risk characteristics of the underlying loan Isodhe fair value of servicing assets is determhibg calculating the present value of estim
future net servicing cash flows, using assumptimfigrepayments, defaults, servicing costs and discrmates that NSBF believes market
participants would use for similar assets.

If NSBF determines that the impairment for a stmrata temporary, a valuation allowance is recogntbedugh a charge to current earnings for
the amount the amortized balance exceeds the tdaienalue. If the fair value of the stratum weoelater increase, the valuation allowance
may be reduced as a recovery. However, if NSBFraétes that an impairment for a stratum is othanttemporary, the value of the servicing
asset and any related valuation allowance is writkawn.

Management’s impairment analysis indicated no wanadjustment for 2009 and a recovery of $120,0602008.

Stock-Based CompensationThe Company records all share-based payments ttogegs based on their fair values using an optideiny
model at the date of grant.

Income TaxesDeferred tax assets and liabilities are computegdapon the differences between the financiadistant and income tax basis
of assets and liabilities using the enacted teesrat effect for the year in which those tempoudifierences are expected to be realized or
settled. If available evidence suggests thatrtdse likely than not that some portion or all of theferred tax assets will not be realized, a
valuation allowance is required to reduce the detetax assets to the amount that is more likedy thot to be realized.

New Accounting Standards

In September 2006, the FASB issued an accountarglatd related to fair value measurements, whicheffective for the Company on
January 1, 2008. This standard defined fair vads&gblished a framework for measuring fair valuel expanded disclosure requirements a
fair value measurements. On January 1, 2008, tinep@ny adopted this accounting standard relateditovélue measurements for the
Company'’s financial assets and financial liabiiti#he Company deferred adoption of this accourgiagdard related to fair value
measurements for the Company’s nonfinancial assetsionfinancial liabilities, except for those igenecognized or disclosed at fair value on
an annual or more frequently recurring basis, ulaiiuary 1, 2009. Effective January 1, 2009, the@my fully adopted the provisions of this
standard relating to its nonfinancial assets aaullities. The adoption of this accounting standateted to fair value measurements for the
Company’s nonfinancial assets and nonfinanciallltas did not have a material impact on its fin& position or results of operations. This
accounting standard was subsequently codifiedA®G Topic 820, ‘Fair Value Measurements and Disclosurgs.

In September 2008, the FASB issued an accountarglatd related to liabilities measured at fair gakith a third party enhancement and
provides guidance for measuring liabilities issugtth an attached third-party credit enhancemerghss a guarantee. It clarifies that the issuer
of a liability with a third-party credit enhancenmesmould not include the effect of the credit erdeanent in the fair value measurement of the
liability. This standard is effective for the finsporting period beginning after December 15, 200 Company concluded that it does not
impact its consolidated financial statements. Huisounting standard was subsequently codifiedA8€ Topic 820;'Fair Value

Measurements and Disclosur”

In December 2007, the FASB issued an accountinglata requiring an acquirer to measure the idemti§ assets acquired, the liabilities
assumed and any noncontrolling interest in the iaeguat their fair values on the acquisition datieh goodwill being the excess value over the
net identifiable assets acquired. This accountiagdard is effective for financial statements issio fiscal years beginning after

December 15, 2008. The adoption of this accourgiagdard had no material impact to the consolidfiteahcial statements. This accounting
standard was subsequently codified into ASC Topig, 8usiness Combinations.”
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Effective for financial statements issued for fisgears beginning after December 15, 2008, an aexid required to measure the identifiable
assets acquired, the liabilities assumed and angamdrolling interest in the acquiree at their faatues on the acquisition date, with goodwill
being the excess value over the net identifiatdetasacquired. Noncontrolling interest in a sulasidshould be reported as equity in the
consolidated balance sheets. The amount of comgetichet income or loss attributable to the paaadtto the noncontrolling interest should
also be reported in the consolidated statemenpefations. Changes in a parent’s ownership pergergad the valuation of retained
noncontrolling equity investments when a subsidiargeconsolidated should be disclosed in the dimtaged financial statements. The
Company adopted this accounting standard in teedirarter of 2009. As a result of the adoptioa,@ompany has reported noncontrolling
interests as a component of equity in the cons@itlbalance sheets and the net loss attributalmiertcontrolling interests has been separately
identified in the consolidated statements of openat The prior periods presented have also baerspectively restated to conform to the
current classification requirements. Prior to tdegtion of this standard, in the case in whichéssincurred through December 31, 2008,
applicable to the noncontrolling interest in a aditiated entity exceeded the noncontrolling inteimreshe equity capital of the consolidated
entity, such excess and any further losses appdicalihe noncontrolling interest were charged gfathe controlling interest as there was no
obligation of the noncontrolling interest to funach losses. However, with the adoption of this d#ad, subsequent to December 31, 2008,
both earnings and losses were attributed to theardarolling interest even if it created a defiaitneontrolling interest. Losses previously
recognized by the controlling interest are no longeovered from future profits.

In June 2009, the FASB issued an accounting stenahich requires entities to provide more inforroatregarding sales of securitized
financial assets and similar transactions, pawitylif the entity has continuing exposure to tisis related to transferred financial assets and
removes the concept of a qualifying special-purpogéy and limits the circumstances in which afinial asset, or portion of a financial asset,
should be derecognized when the transferor hasanmtferred the entire financial asset to an ety is not consolidated with the transferc
the financial statements being presented and/onwletransferor has continuing involvement with ttansferred financial asset. The new
standard will become effective for the Company anuary 1, 2010. The Company is currently evaluatiegeffect adopting the new standard
may have on the recognition of the sale of guasghpmrtions of SBA 7(a) loans. If the new standaglires the Company to delay sale
accounting treatment for a period of time expettelde an accounting quarter in length, it may mallgrreduce Small business finance
revenue for the first quarter of 2010 as well apine the Company to establish a new asset anttitjaielated to contractually sold guaranteed
portions. This accounting standard was subsequeatlified into ASC Topic 860, “Transfers and Seimic”

In June 2009, the FASB issued an accounting stdndhich modifies how a company determines whenraityethat is insufficiently

capitalized or is not controlled through voting émmilar rights) should be consolidated. It cla#ithat the determination of whether a company
is required to consolidate an entity is based omray other things, an entity’s purpose and desighaacompanyg ability to direct the activitie

of the entity that most significantly impact theigris economic performance. It requires an ongamassessment of whether a company is the
primary beneficiary of a variable interest entibdaadditional disclosures about a company’s involest in variable interest entities and any
significant changes in risk exposure due to thedlvement. This accounting standard is effectivefiical years beginning after November 15,
2009. The Company is currently evaluating the inp&@dopting this accounting standard on its cbdated financial statements. This
accounting standard was subsequently codifiedA®G Topic 805;Business Combinations.”

In June 2009, the FASB issued an accounting stdngiich established the Codification to becomesihgle source of authoritative
accounting principles generally accepted in thetéthStates of America (“GAAP”) recognized by theSB\to be applied by nongovernmental
entities, with the exception of guidance issuedhgyU.S. Securities and Exchange Commission (tEC"pand its staff. All guidance
contained in the Codification carries an equal le¥authority. The Codification is not intendeddbange GAAP, but rather is expected to
simplify accounting research by reorganizing cur@®AAP into approximately 90 accounting topics gmdviding all the authoritative
literature related to a particular topic in onecglaThe Company adopted this accounting standgocejparing the consolidated financial
statements for the quarter ended September 30, &@Dall subsequent public filings will referenbe Codification as the sole source of
authoritative literature. The adoption of this astting standard, which was subsequently codifi¢éal ASC Topic 105,Generally Accepted
Accounting Principle” had no impact on retained earnings and will havanpact on the Company’s statements of income andition.
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In August, 2009, the FASB issued Accounting Stadslafpdate 2009-05, “Fair Value Measurements andl@sares (Topic 820) —Measuring
Liabilities at Fair Value,” which updates ASC 820-The update provides clarification that in

circumstances in which a quoted price in an actiaeket for the identical liability is not availablke reporting entity is required to measure fair
value using one or more of the following techniques

1. Avaluation technique that us
a. the quoted price of an identical liability whendea as an asset,
b. quoted prices for similar liabilities or similaabilities when traded as ass¢

2. Another valuation technique that is consisteith whe principles of Topic 820, examples incluageircome approach, such as a present
value technique, or a market approach, such ashaitpie that is based on the amount at the measutatate that the reporting entity
would pay to transfer the identical liability or wld receive to enter into the identical liabili

This standard is effective for financial statemasssied for interim and annual periods ending &tggust 2009. The Company adopted Upi
2009-05 effective for the year ended December B292The adoption did not have a material impadhenCompany’s disclosures.

Subsequent Events

In May 2009, the FASB issued an accounting standduidh provides guidance to establish general statsdof accounting for and disclosures
of events that occur after the balance sheet datbdjore financial statements are issued or aaéadble to be issued. It requires entities to
disclose the date through which subsequent evesits gvaluated as well as the rationale for why dlaéd was selected. This accounting
standard is effective for interim and annual pesiedding after June 15, 2009 and, accordingly,adapted by the Company during the second
quarter of 2009. It requires public entities evédusubsequent events through the date that thecielestatements are issued. This accounting
standard was subsequently codified into ASC Topig, 8Subsequent Events.” The Company has evalisatiesequent events through the time
of filing these consolidated financial statementithwhe SEC.

Off Balance Sheet Arrangements
None.

Impact of Inflation
The impact of inflation on our results of operatias not material.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The Company does not have any exposure to foreigemcy exchange or commaodity risks. The Compaeyfmsure to interest rate risks can
be summarized as follows. There can be no assuthata significant change in market interest rat#isnot have a material adverse effect on
our interest income. In periods of sharply risintgrest rates, our cost of funds would increaséshwvould reduce our net operating

income. We have analyzed the potential impact ahges in interest rates on interest income nettefést expense. Assuming that the balance
sheet were to remain constant and no actions \akentto alter the existing interest rate sensjtidthypothetical immediate 1% change in
interest rates would have the effect of a net meegdecrease) in assets by less than 1% for 2@@ugh management believes that this
measure is indicative of our sensitivity to inténede changes, it does not adjust for potentiahgles in credit quality, size and composition of
the assets on the balance sheet, and other busieesi®pments that could affect a net increaserédse) in assets. Accordingly, no assurances
can be given that actual results would not diffatenially from the potential outcome simulated big testimate.

Additionally, we do not have significant exposunechanging interest rates on invested cash whichappgroximately $19,320,000 at
December 31, 2009. We do not purchase or hold airevfinancial instruments for trading purposeB.ofour transactions are conducted in
U.S. dollars and we do not have any foreign curemwdoreign exchange risk. We do not trade comnieglor have any commaodity price risk.

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

institutions. Invested cash is held almost exclelgiwat financial institutions with ratings from &tkard and Poor’s of Aer better. The Compau
invests cash not held in interest free checkingacts or bank money market accounts mainly in Wr8asury only money market instruments
or funds and other investment-grade securitiesofA3ecember 31, 2009, cash deposits in excess B @bd SIPC insurance totaled
approximately $3,000,000 and funds held in U.Sa3uey only money market funds or equivalents ireeg@f SIPC insurance totaled
approximately $5,800,000.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Our consolidated financial statements and relatedsnbegin of Page F-1, which are included in Amisual Report on Form 10-K.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

For the two years ended 2008 and 2009, there heem o changes in or disagreements with accourdardscounting and financial
disclosure.

ITEM 9A(Y). CONTROLS AND PROCEDURES
(a) Evaluation of Disclosure Controls and Proceduge

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, &xated the effectiveness of our disclos
controls and procedures as of the end of the pedwedred by this report. Based on that evaluatioa Chief Executive Officer and Chief
Financial Officer concluded that our disclosuretecols and procedures as of the end of the periedreal by this report are functioning
effectively to provide reasonable assurance thatrtformation required to be disclosed by us irorepfiled under the Securities Exchange Act
of 1934 is recorded, processed, summarized andtegpwithin the time periods specified in the SEfies and forms. Disclosure controls and
procedures include, without limitation, controlslgsirocedures designed to ensure that informatiguired to be disclosed by an issuer in the
reports that it files or submits under the Seasiftxchange Act is accumulated and communicatdtetissuer's management including its
principal executive and principal financial offiseor persons performing similar functions, as appate to allow timely decisions regarding
required disclosure. A controls system, no matter ivell designed and operated, cannot provide absalssurance that the objectives of the
controls systems are met, and no evaluation ofrelsntan provide absolute assurance that all cbissoes and instances of fraud, if any,
within a company have been detected.

(b) Change in Internal Control over Financial Repting.

No change in our internal control over financigogting occurred during the year ended Decembe2@Q09 that has materially affected, o
reasonably likely to materially affect, our inteFeantrol over financial reporting.

(c) Limitations

A control system, no matter how well designed apelrated, can provide only reasonable, not absasteirances that the control system’s
objectives will be met. Furthermore, the desigia ebntrol system must reflect the fact that theeeresource constraints, and the benefits of
controls must be considered relative to their c@¢sause of the inherent limitations in all cohtigstems, no evaluation of controls can
provide absolute assurance that all control isandsinstances of fraud, if any, within the Comphaye been detected. These inherent
limitations include the realities that judgmentslgcision-making can be faulty, and that breakdogarmsoccur because of simple errors or
mistakes. Controls can also be circumvented bynttieidual acts of some persons, by collusion af tw more people, or by management
override of the controls. The design of any systéiwontrols is based in part upon certain assumptabout the likelihood of future events, |
there can be no assurance that any design wilkgalcim achieving its stated goals under all paaefuture conditions. Over time, controls may
become inadequate because of changes in conditialeterioration in the degree of compliance wishpiolicies or procedures. Because of the
inherent limitations in a cost-effective controbsym, misstatements due to error or fraud may cmedmot be detected. We periodically
evaluate our internal controls and make changéspoove them.

MANAGEMENT'S REPORT TO THE STOCKHOLDERS OF NEWTEK B USINESS SERVICES, INC. AND SUBSIDIARIES
Management’'s Report on Internal Control Over Finaral Reporting

As management, we are responsible for establidmidgmaintaining adequate internal control overrfaial reporting for Newtek Business
Services, Inc. and its subsidiaries. In order @igate the effectiveness of internal control owearicial reporting, as required by Section 404 of
the Sarbanes-Oxley Act of 2002, we have conduatessaessment, including testing, using the critariaternal Control-Integral Framework
issued by the Committee of Sponsoring Organizaifche
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Treadway Commission (COSO). Newtek Business Sesyloe.’s system of internal control over finanaigporting is designed to provide
reasonable assurance regarding the reliabilitynaiicial reporting and the preparation of finansiatements for external purposes in
accordance with accounting principles generallyeptad in the United States of America. Becaustsahherent limitation, internal control
over financial reporting may not prevent or detaistatements.

Based on our assessment, we have concluded thaeklBusiness Services, Inc. maintained effectiveriral control over financial reporting
as of December 31, 2009, based on criterlatiernal Control-Integrated Framewotksued by the COSO. The effectiveness of Newtek
Business Services, Inc.’s internal control oveaficial reporting is not required to be audited byindependent registered public accounting
firm, until the year ending December 31, 2010.

This Annual Report does not include an attestatmort of the Company’s independent registeredip@aglcounting firm regarding internal
control over financial reporting. Management'’s nepeas not subject to attestation by the Compaimgdependent registered public accounting
firm pursuant to temporary rules of the Securitind Exchange Commission that permit the Compampydeide only management’s report in
this Annual Report.
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ITEM 9B. OTHER INFORMATION
None
PART Il
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by this Item is incorp@cherein by reference to the Company’s definitikeexy statement for our 2010 Annual
Meeting of Shareholders to be held later this year.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item is incorp@herein by reference to the Company’s definipinexy statement for our 2010 Annual
Meeting of Shareholders to be held later this year.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this Item is incorp@herein by reference to the Company’s definipinexy statement for our 2010 Annual
Meeting of Shareholders to be held later this year.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this Item is incorp@herein by reference to the Company’s definitikeexy statement for our 2010 Annual
Meeting of Shareholders to be held later this year.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item is incorp@herein by reference to the Company’s definipinexy statement for our 2010 Annual
Meeting of Shareholders to be held later this year.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(@)(1) Financial Statement

The Consolidated Financial Statements filed asqfattis Annual Report on Form -K are identified in the Index to Consolidal
Financial Statement

(@)(2) Exhibits.
The following exhibits are filed herewith or arearporated by reference to exhibits previouslydfikth the Securities and Exchange

Commission
Number Description
2.1 Asset Purchase Agreement, dated April 28, 2004ydxrt Newtek Business Services, Inc., and CrystalTéeb Hosting, Inc
(including a listing of omitted schedules). (Incorated by reference to Exhibit 2.1 to Newtek’s Répa Form 8K filed April 30,
2004).
3.1 Amended and Restated Certificate of IncorporatioNewtek Business Services, Inc., dated NovembeP@Q@5 (Incorporated by
reference to Exhibit 3.1 to Newf's Report on Form -K filed May 10, 2006)
3.2 Bylaws of Newtek Business Services, Inc. (Incorpetdy reference to Exhibit No. 3.2 to New's Registration Statement
Form ¢-4, No. 33:-115615, filed August 11, 200(
10.1 Employment Agreement with Barry Sloane dated Juhe&805 (Incorporated by reference to Exhibit 10.Newtel's Report or

Form 1(-K filed May 10, 2006)

10.1.1 Amendment dated December 21, 2007 to Employmeneédkxgent with Barry Sloane dated June 30, 2005 (barated by
reference to Exhibit 99.1 to New's Report on Form-K filed December 28, 2007

10.1.2 Amendment dated July 24, 2008 to Employment Agregméh Barry Sloane dated June 30, 2006 (Incorearay reference to
Exhibit 99.1 to Newte's Report on Form-K filed July 25, 2008)

10.1.3 Employment agreement with Barry Sloane dated Deeerd®d, 2008. (Incorporated by reference to ExiBitl to Newtek'’s
Report on Form -K filed January 2, 2009

10.1.4 Employment agreement with Barry Sloane dated Deeerdb, 2009

10.2 Employment Agreement with Jeffrey G. Rubin datedeJB0, 2005 (Incorporated by reference Exhibit 10.Rewtel' s Report or
Form 1(-K filed May 10, 2006)

10.2.1 Amendment dated December 21, 2007 to Employmentégent with Jeffrey G. Rubin dated June 30, 200&ofporated b
reference to Exhibit 99.2 to Newfs Report on Form-K filed December 28, 2007

10.3 Employment Agreement with Craig J. Brunet dateg 13|, 2006 (Incorporated by reference to ExhibiB18ewtel's Report or
Form 1(-Q filed July 14, 2006

10.3.1 Amendment dated December 21, 2007 to Employmeng¢éxgent with Craig J. Brunet, dated July 13, 2066diiporated by
reference to Exhibit 99.3 to New's Report on Form-K, filed December 28, 2007

10.3.2 Employment Agreement dated December 30, 2008 widigQ. Brunet. (Incorporated by reference to Exi®B.1 to Newtek’s
Report on Form -K filed January 2, 2008

10.3.3 Employment Agreement dated December 30, 2008 betiteeCompany and Seth A.Cohen. Incorporated leyeate to Exhibi
99.1 to Newte's Report on Form-K filed January 2, 2008

10.3.4 Employment agreement with Craig J. Brunet datedebdoer 31, 200¢

104 Lease and Master Services Agreement dated MarcP0Dg, between CrystalTech Web Hosting, Inc. anddta Center
(Incorporated by reference to Exhibit 10.4 to N&k's Report on Form -Q, filed May 15, 2007)
10.5 Fourth Amendment to the Amended and Restated Mhstar and Security Agreement, dated December 312, 2fetweer

Newtek Small Business Finance, Inc. and DB Strectirroducts, Inc., dated June 29, 2005 (Incorpdiataeference to Exhib
10.1 to Newte’s Report on Form-K, filed June 29, 2005

10.6 Credit Agreement between Newtek Business Servines,Newtek Small Business Finance, Inc., SmaBiBess Lending, Inc.,
CCC Real Estate Holding Co., LLC and General Ele&@apital Corporation, dated August 31, 2005 (hpcoated by reference to
Exhibit 10.1 to Newte's Report on Form-K, filed September 6, 200%
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10.7

10.7.1

10.7.2

10.7.3

10.7.4

10.8

10.9

10.9.1

10.9.2

10.10

10.11

10.12

10.13

10.14

10.15.:

17.1

18.1
211
23.1
311
31.2
32.1
32.2

First Amendment and Waiver to Credit Agreementeddiebruary 28, 2006, to the Credit Agreement dateglist 31, 200%
between Newtek Business Services, Inc., the otteglitqparties signatory thereto and General Ele@#pital Corporation
(Incorporated by reference to Exhibit 99.1 to N&k's Report on Form-K, filed March 2, 2006)

Second Amendment and Waiver to Credit AgreememeddBebruary 28, 2006, to the Credit AgreementdiBiecember 28, 200
between Newtek Business Services, Inc., the otteglitqarties signatory thereto and General Ele&@#pital Corporation
(Incorporated by reference to Exhibit 2.4.1 to Nel's Report on Form =K, filed April 2, 2006).

Third Amendment and Waiver to Credit Agreement d&etober 20, 2008 to the Credit Agreement dateguati31, 2005,
between Newtek Business Services, Inc., the otteglitqarties signatory thereto and General Ele@#pital Corporation
(Incorporated by reference to Exhibit 99.1 to Ne&k's Report on Form-K, filed October 22, 2008

Fourth Amendment and Waiver to Credit Agreemen¢di@ecember 11, 2008 to the Credit Agreement dateist 31, 2005
between Newtek Business Services, Inc., the otteglitqarties signatory thereto and General Ele&@#pital Corporation
(Incorporated by reference to Exhibit 99.1to Nev's Report on Form-K, filed December 17, 2008

Fifth Amendment and Waiver to Credit Agreement dddecember 11, 2008 to the Credit Agreement dateguat 31, 2005,
between Newtek Business Services, Inc., the otteglitqparties signatory thereto and General Ele@#pital Corporation
(Incorporated by reference to Exhibit 99.1 to Neék's Report on Form-K, filed July 23, 2009)

Guaranty between Newtek Business Services, Incli®&usiness Lending, Inc., CCC Real Estate Holdiw, LLC and Gener:
Electric Capital Corporation, dated August 31, 20@8orporated by reference to Exhibit 10.2 to Nekidé Report on Form 8-K,
filed September 6, 200¢

Credit and Security Agreement by and between CDSriggs Services, Inc. and Wells Fargo Bank, Natidesociation dated
February 27, 2007 (Incorporated by reference taltiixh0.9 to Newte's Report on Form -Q, filed August 14, 2007

Waiver under Credit and Security Agreement datdaraey 27, 2007 by and between CDS Business Service. and Well:
Fargo Bank, National Association dated August D72(ncorporated by reference to Exhibit 10.9. Newtek’s Report on Form
1C-Q, filed August 14, 2007

Second Amendment dated October 20, 2008 to CrediSa&curity Agreement dated February 27, 2007 biyoetween CDS
Business Services, Inc. and Wells Fargo Bank, Natidssociation (Incorporated by reference to Eitlh.1to Newtek’s Report
on Form 8K filed October 22, 200

Loan and Security Agreement dated October 19, 208fyeen Crystaltech Web Hosting, Inc. and NorttkiBank (Incorporate:
by reference to Exhibit 99.2 to New’s Report on Form-K, filed October 23, 2007

Guaranty of Payment and Performance dated Octdheé0D7, between Newtek Business Services, IncNemmth Fork Bank
(Incorporated by reference to Exhibit 99.3 to Neék's Report on Form-K, filed October 23, 2007

Pledge Agreement dated October 19, 2007, betweandkdBusiness Services, Inc. and North Fork Bankdtporated by
reference to Exhibit 99.4 to New's Report on Form-K, filed October 23, 2007

Consulting Agreement between Newtek Business Sesyinc. and Jeffrey G. Rubin, dated March 7, 208&rporated by
reference to Exhibit 99.1 to New's Report on Form-K, filed March 12, 2008)

Termination Agreement between Newtek Business 8esyinc. and Jeffrey G. Rubin as director ancteffidated March 7, 20(
(Incorporated by reference to Exhibit 99.2 to Nék's Report on Form-K, filed March 12, 2008)

Employment Agreement with Seth A. Cohen dated Déezr1, 2009

Letter of resignation as director and officer fr@mian A. Wasserman, dated June 10, 2005 (Incorpdray reference to Exhik
17.1 to Newte's Report on Form-K, filed June 13, 2005

Preferability letter from J.H. Cohn LLP dated M&g;, 2008.

Subsidiaries of the Registra

Consent of J.H. Cohn LLI

Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuamt $ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuat $ection 906 of the Sarba-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of Section 13 of 18{the Exchange Act, the registrant has duly cdtisis report to be signed on its behalf by
the undersigned, thereunto duly authorized.

NEWTEK BUSINESS SERVICES, INC.

Date: March 15, 201 By: /'s/ BARRY SLOANE
Barry Sloane
Chairman and Chief Executive Officer
(Principal Executive Officer)

NEWTEK BUSINESS SERVICES, INC.

Date: March 15, 2010 By: /s/ SETHA. C OHEN
Seth A. Cohen
Chief Financial Officer and Treasurer
(Principal Financial Officer)

In accordance with the Exchange Act, this repostiteen signed below by the following persons oralieti the registrant and in the capacit
and on the dates indicated.

Signature Title Date
/s/ BARRY S LOANE Chairman of the Board, Chief Executive March 15, 2010
Barry Sloane Officer and Secretar
/s/  SETHA. C OHEN Chief Financial Officer and Treasurer March 15, 2010
Seth A. Cohen
/s/ Davip C. BECK Director March 15, 201(
David C. Beck
/s/  SALVATORE M ULIA Director March 15, 2010

Salvatore Mulia

/s/ GoORDONL. S CHRODER Director March 15, 201(
Gordon L. Schroder
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EXHIBITS INDEX

Number Description
2.1 Asset Purchase Agreement, dated April 28, 2004ydxrt Newtek Business Services, Inc., and CrystalTéeb Hosting, Inc.
(including a listing of omitted schedules) (Incorgied by reference to Exhibit 2.1 to Newtek’s Reépor Form 8-K filed April 30,
2004).
3.1 Amended and Restated Certificate of IncorporatioNewtek Business Services, Inc., as filed on Noven?21, 200!
(Incorporated by reference to Exhibit 3.1 to Nev's Report on Form -K filed May 10, 2006)
3.2 Bylaws of Newtek Business Services, Inc. (Incorpentdy reference to Exhibit No. 3.2 to Newtek’s R&gtion Statement on
Form &4, No. 33-115615, filed August 11, 200(
10.1 Employment Agreement with Barry Sloane dated Juhe&805 (Incorporated by reference to Exhibit 10.Newtek’s Report on

Form 1(-K filed May 10, 2006)

10.1.1 Amendment dated December 21, 2007 to Employmengéxgent with Barry Sloane dated June 30, 2005 (harated by
reference to Exhibit 99.1 to Newfs Report on Form-K filed December 28, 2007

10.1.2 Amendment dated July 24, 2008 to Employment Agreegmith Barry Sloane dated June 30, 2006 (Incorearay reference t
Exhibit 99.1 to Newte's Report on Form-K filed July 25, 2008)

10.1.3 Employment agreement with Barry Sloane dated Deeerd®, 2008. (Incorporated by reference to Ext@bitl to Newte’'s
Report on Form-K filed January 2, 2009

10.1.4 Employment agreement with Barry Sloane dated Deeerdb, 2009

10.2 Employment Agreement with Jeffrey G. Rubin datedeJBO, 2005. (Incorporated by reference Exhibi2 16.Newtel's Report ot
Form 1(-K filed May 10, 2006)

10.2.1 Amendment dated December 21, 2007 to Employmentémgent with Jeffrey G. Rubin dated June 30, 200&o¢porated by
reference to Exhibit 99.2 to Newfs Report on Form-K filed December 28, 2007

10.3 Employment Agreement with Craig J. Brunet dateg 13|, 2006 (Incorporated by reference to ExhibiB1ewtek’s Report on
Form 1(-Q filed July 14, 2006,

10.3.1 Amendment dated December 21, 2007 to Employmengéxgent with Craig J. Brunet, dated July 13, 20A6d(iporated b
reference to Exhibit 99.3 to New’s Report on Form-K, filed December 28, 2007

10.3.2 Employment Agreement dated December 30, 2008 wi#ligQ. Brunet. (Incorporated by reference to Eitl#iB.1 to Newte's
Report on Form -K filed January 2, 2008

10.3.3 Employment Agreement dated December 30, 2008 bettteeCompany and Seth A. Cohen. Incorporated feyeece to Exhibi
99.1 to Newte's Report on Form-K filed January 2, 2008

10.3.4 Employment agreement with Craig J. Brunet datedebdoer 31, 200¢

104 Lease and Master Services Agreement dated MarcP0Dg, between CrystalTech Web Hosting, Inc. anddta Centers
(Incorporated by reference to Exhibit 10.4 to Ne&k's Report on Form -Q, filed May 15, 2007)
10.5 Fourth Amendment to the Amended and Restated Mhstar and Security Agreement, dated December 312, 2fetween

Newtek Small Business Finance, Inc. and DB Strecti®roducts, Inc., dated June 29, 2005 (Incorpditataeference to Exhib
10.1 to Newte’'s Report on Form-K, filed June 29, 2005

10.6 Credit Agreement between Newtek Business Servines,Newtek Small Business Finance, Inc., SmaliBess Lending, Inc
CCC Real Estate Holding Co., LLC and General Ele@apital Corporation, dated August 31, 2005 (hpcoated by reference to
Exhibit 10.1 to Newte's Report on Form-K, filed September 6, 200=

10.7 First Amendment and Waiver to Credit Agreementeddiebruary 28, 2006, to the Credit Agreement dateglist 31, 2005,
between Newtek Business Services, Inc., the otteglitqarties signatory thereto and General Ele@&gpital Corporation.
(Incorporated by reference to Exhibit 99.1 to N&k's Report on Form-K, filed March 2, 2006)

10.7.1 Second Amendment and Waiver to Credit Agreemen¢ddBebruary 28, 2006, to the Credit AgreementdiBecember 28, 200
between Newtek Business Services, Inc., the otteglitqarties signatory thereto and General Ele&#pital Corporation
(Incorporated by reference to Exhibit 2.4.1 to Nel's Report on Form -K, filed April 2, 2006).

10.7.2 Third Amendment and Waiver to Credit Agreement dddetober 20, 2008 to the Credit Agreement dateguati31, 2005
between Newtek Business Services, Inc., the otteglitqparties signatory thereto and General Ele@#pital Corporation
(Incorporated by reference to Exhibit 99.1 to N&k's Report on Form-K, filed October 22, 2008
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10.7.3

10.7.4

10.8

10.9

10.9.1

10.9.2

10.10

10.11

10.12

10.13

10.14

10.15.:

17.1

18.1
211
23.1
311
31.2
32.1
32.2

Fourth Amendment and Waiver to Credit Agreemen¢di@ecember 11, 2008 to the Credit Agreement datgaist 31, 2005
between Newtek Business Services, Inc., the otteglitqparties signatory thereto and General Ele@#pital Corporation
(Incorporated by reference to Exhibit 99.1 to Ne&k's Report on Form-K, filed December 17, 2008

Fifth Amendment and Waiver to Credit Agreement dddecember 11, 2008 to the Credit Agreement dateglist 31, 2005,
between Newtek Business Services, Inc., the otteglitqarties signatory thereto and General Ele@#pital Corporation
(Incorporated by reference to Exhibit 99.1 to Neék's Report on Form-K, filed July 23, 2009)

Guaranty between Newtek Business Services, Incli®&usiness Lending, Inc., CCC Real Estate Holdiw, LLC and General
Electric Capital Corporation, dated August 31, 20@8orporated by reference to Exhibit 10.2 to Neid Report on Form 8-K,
filed September 6, 200%

Credit and Security Agreement by and between CDSrggs Services, Inc. and Wells Fargo Bank, Natidssociation date:
February 27, 2007 (Incorporated by reference taltixh0.9 to Newte’s Report on Form -Q, filed August 14, 2007

Waiver under Credit and Security Agreement datdatay 27, 2007 by and between CDS Business SeapMice. and Well:
Fargo Bank, National Association dated August D720ncorporated by reference to Exhibit 10.9. Newtek’s Report on Form
10Q, filed August 14, 2007

Second Amendment dated October 20, 2008 to CradiS&curity Agreement dated February 27, 2007 bybatween CDS
Business Services, Inc. and Wells Fargo Bank, Katidssociation (Incorporated by reference to ExitB.1 to Newtek’'s Report
on Form 8K filed October 22, 200

Loan and Security Agreement dated October 19, 208fyeen Crystaltech Web Hosting, Inc. and NorttkiBank (Incorporated
by reference to Exhibit 99.2 to New’s Report on Form-K, filed October 23, 2007

Guaranty of Payment and Performance dated Octhe&?0D7, between Newtek Business Services, IncNammth Fork Bank
(Incorporated by reference to Exhibit 99.3 to Ne&k's Report on Form-K, filed October 23, 2007

Pledge Agreement dated October 19, 2007, betweartddeBusiness Services, Inc. and North Fork Balmcdrporated by
reference to Exhibit 99.4 to New’s Report on Form-K, filed October 23, 2007

Consulting Agreement between Newtek Business Sesyinc. and Jeffrey G. Rubin, dated March 7, 200&rporated b
reference to Exhibit 99.1 to New's Report on Form-K, filed March 12, 2008)

Termination Agreement between Newtek Business &esyiinc. and Jeffrey G. Rubin as director ancteffidated March 7, 20(
(Incorporated by reference to Exhibit 99.2 to Nék's Report on Form-K, filed March 12, 2008)

Employment Agreement with Seth A. Cohen dated Déezr81, 2009

Letter of resignation as director and officer fr@man A. Wasserman, dated June 10, 2005 (Incorpdray reference to Exhit
17.1 to Newte's Report on Form-K, filed June 13, 2005

Preferability letter from J.H. Cohn LLP dated Ma3, 2008.

Subsidiaries of the Registra

Consent of J.H. Cohn LLI

Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuat $ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Executive Officer pursuant$ection 906 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuat $ection 906 of the Sarba-Oxley Act of 2002
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
Newtek Business Services, Ir

We have audited the accompanying consolidated balgineets of Newtek Business Services, Inc. andidialies as of December 31, 2009
and 2008, and the related consolidated stateméofseoations, changes in equity and cash flowsé&mh of the years in the three-year period
ended December 31, 2009. These consolidated fialesteitements are the responsibility of the Comfmmanagement. Our responsibility is
express an opinion on these consolidated finastadéments based on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBlgUnited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the finatataiments are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaepferred to above present fairly, in all materégpects, the financial position of Newtek
Business Services, Inc. and Subsidiaries as of Dleer31, 2009 and 2008, and their results of ofersand cash flows for each of the years
in the three-year period ended December 31, 200&nformity with accounting principles generaltycapted in the United States of America.

As discussed in Note 3, in 2008 the Company chaitgedethod of accounting for valuing its Capca'sdits in lieu of cash, notes payable in
credits in lieu of cash and prepaid insurance wperadoption of a new accounting standard.

/s/ J.H. Cohn LLP

Jericho, New York
March 12, 2010
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 AND 20D

(In Thousands, except for Per Share Data)

Operating revenue
Operating expense
Electronic payment processing cc
Salaries and benefi
Interest
Depreciation and amortizatic
Insurance
Goodwill impairment
Provision for loan losse
Other general and administrative cc
Total operating expens
Operating loss before fair market value adjustmiecme taxes and discontinued operati

Net change in fair market value of credits in leficash and notes payable in credits in lieu ohi
Operating loss before income taxes and discontiopedation:

Benefit for income taxe

Loss from continuing operatiol

Discontinued operations, net of ta

Net loss

Net loss attributable to noncontrolling intere

Net loss attributable to Newtek Business Servibres,

Weighted average common shares outstan
Basic and dilutes

Loss per share from continuing operatic
Basic and dilutes

Loss per share from discontinued operations, nebafs:
Basic and dilutes

Basic and diluted loss per shi

2009 2008 2007
$10571. § 98,88 § 9283
58,31 51,10¢ 45,24(
18,37t 21,89( 22,29:
10,35( 10,88’ 14,80«
5,847 7,59: 6,59¢
382 464 3,427
— 98¢ 162
1,83¢ 2,53( 84C
15,51 16,49t 16,98¢
110,610 111,94 110,35
(4,907  (13,06) (17,519
90C (8) —
(4,005 (13,069 (17,519
2,59: 2,05( 6,37¢
(1,409 (11,019 (11,149
— — (490)
(1,409 (11,019 (11,639
98¢ 55€ 41F
$ (429 $(10,469) $(11,219
35,64 35,73¢ 35,81
$ (00) $ (029 $ (0.30)
— — (0.01)
$ 00) $ (029 $ (0.3))

See accompanying notes to these consolidated fadatatements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2009 AND 2008
(In Thousands, except for Per Share Data)

ASSETS
Cash and cash equivalel
Restricted cas
Broker receivablt
Credits in lieu of cas
SBA loans held for investment (net of reserve f@aml losses of $3,985 and $3,420, respecti
Accounts receivable (net of allowance of $211 at@2$ respectively
SBA loans held for sal
Prepaid expenses and other assets (net of acceahalatortization of deferred financing costs of $2,4nd $2,12-
respectively’
Servicing asset (net of accumulated amortizatiahadlowances of $4,539 and $3,756, respectiv
Fixed assets (net of accumulated depreciation arattization of $12,276 and $9,477, respectivi
Intangible assets (net of accumulated amortizaidfdbl0,299 and $12,113, respective
Goodwill

Total asset

LIABILITIES AND EQUITY
Liabilities:
Accounts payable and accrued expel
Bank notes payabl
Deferred revenu
Notes payable in credits in lieu of ce
Deferred tax liability
Total liabilities
Commitments and contingenci
Equity:
Newtek Business Services, Inc stockhol’ equity:
Preferred stock (par value $0.02 per share; authdrl 000 shares, no shares issued and outstal
Common stock (par value $0.02 per share; authoB2e@00 shares, 36,674 and 36,667 iss
respectively; 35,648 and 35,649 outstanding, rasfy, not including 83 and 394 shares held in
escrow, respectively
Additional paic-in capital
Accumulated defici
Treasury stock, at cost (1,026 shal
Total Newtek Business Services, Inc. stockhol equity
Noncontrolling interest
Total equity
Total liabilities and equit

See accompanying notes to these consolidated fadastatements.
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2009

2008

$ 12,587 $ 16,85:
6,73¢ 8,36¢
6,467 364

51,941 70,55¢
23,251 26,91:
5,017 517¢
20C 6,13¢
7,50z 9,63¢
2,43¢ 2,282
3,631 5,06%
4,21¢ 6,09¢
12,09: 12,09:
$136,08:  $169,52°

$ 831« $ 9,34
16,29¢ 25,99¢
1,862 2,20:%

51,941 70,55¢
3,63¢ 5,34+
82,05¢ 113,44t
738 73
57,30z 58,23:
(4,979 (4,54%)
(649 (649)
52,41: 53,77:
1,61¢ 2,30¢
54,02 56,07¢
$136,08:  $169,52°
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 AND 20D
(In Thousands)

Balance at December 31, 20

Issuance of common sto

Deferred compensation relating to restricted
stock

Exercise of stock optior

Purchase of treasury sha
Conversion of debt to preferred stc

Distributions

Net loss

Balance at December 31, 2C

Issuance of common sto

Deferred compensation relating to restricted
stock

Issuance of optior

Purchase of treasury sha

Issuance of warran

Paid in capital in excess of par, upon acquis|
of subsidiary preferred stot

Acquisition of noncontrolling intere:

Issuance of treasury shares to 401k |

Acquisition of treasury shares from affilie

Capco fair value adoption adjustment, net of

Distributions

Net loss

Balance at December 31, 2C

Issuance of common sto

Issuance of option

Purchase of treasury sha

Cancellation of treasury shar

Distributions

Paid in capital in excess of par, upon acquisi
of subsidiary minority interes

Dividends paic- $0.02 per shar

Net loss

Balance at December 31, 20

Number
of Share
Number of
Additional of
Shares of Common Treasury Treasury Noncontrolling
Common Paid-in- Retained
Stock Stock Capital Earnings Stock Stock Interest Total
35,47¢ $ 71C $54,94¢ $ 31,464 32 $ (B4 % 459¢ $91,66¢
297 6 89C — — — — 89¢
21t 4 1832 — — — — 187
90 2 13¢ — — — — 141
= = = = 18E (24€) = (249)
— — — — — — 1,00( 1,00(
— — — — — — (211) (211)
— — — (11,219 — — (41%) (11,639
36,08: 72z 56,16 20,24t 217 (303) 4,97( 81,79¢
80 1 80 — — — — 81
33 1 19 — — — — 20
— — 192 — — — — 19z
— — — — 41€ (45€) — (45€)
— — 13 — — — — 13
— — 1,80( — — — — 1,80(
— — — — — — (2,000 (2,000
— — (24) — (80) 112 — 88
477 9 (9) — 477 — — —
= = = (14,32)) = = = (14,32))
— — — — — — (10€) (10€)
— — — (10,469 — — (556€) (11,019
36,66 73Z  58,23: (4,545  1,02¢ (64€) 2,30¢ 56,07¢
7 N J— J— J— N N J—
— — 12¢ — — — — 12¢
— — — — 3 (1) — )
— — (1) — (©) 1 — —
— — — — — — (44) (44)
— — (331) — — — 331 —
= = (726) - - = = (726)
— — — (429) — — (980) (1,409
36,67« $ 73¢ $57,30: $ (4979 1,026 $ (649 $ 1,61 $54,02

See accompanying notes to these consolidated fadastatements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 AND 20D
(In Thousands)

2009 2008 2007
Cash flows from operating activitie
Net loss $ (1,409  $(11,019  $(11,639)
Adjustments to reconcile net loss to net cash piexviby (used in) operating activiti¢
Income from tax credit (7,83%) (7,989 (5,319
Accretion of interest expen: 8,73¢ 8,64¢ 11,75¢
Fair market value adjustme (900) 8 —
Gain on sale/recovery of investme (1,119 (15¢) (1,112
Deferred income taxe (1,710 (2,989 (6,549
Depreciation and amortizatic 5,84 7,57 7,36(
Provision for loan losse 1,83 2,53( 84C
Other, ne 66C 1,62¢ 4
Changes in operating assets and liabilit
Originations of SBA loans held for s¢ (14,390 (29,93¢) (32,65¢)
Proceeds from sale of SBA loans held for : 20,32: 14,16: 34,08:
Broker receivabl (6,109 (364) —
Prepaid expenses, accounts receivable and acerngzdst receivabl 84z (1,119 652
Accounts payable, accrued expenses and deferredue (1,159 (5149 (1,407
Other, ne (49%) (8) 1,971
Net cash provided by (used in) operating activi 3,12¢ (9,540 (2,007)
Cash flows from investing activitie
Investments in qualified busines: (428) (3,509 (1,612
Returns of investments in qualified busines 2,51¢ 2,932 5,20¢
Purchase of fixed assets and customer merchantais (1,769 (3,497) (6,399
SBA loans originated for investme (2,11 (7,145 (10,329
Payments received on SBA loe 3,48¢ 4,79¢ 6,00¢
Proceeds from sale of SBA loans held for investr 517 644 3,13¢
Proceeds from sale of asset held for — — 1,572
Change in restricted ca 1,18: 4,44« (1,492
Proceeds from sale of U.S. Treasury N¢ — — 5,04z
Other, ne — (200) 67¢
Net cash provided by (used in) investing activi 3,40( (1,530 1,82¢

See accompanying notes to these consolidated fadatatements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS—(Continued)
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 AND 20D

(In Thousands)

Cash flows from financing activitie
Net (repayments) proceeds on bank notes pa
Change in restricted cash relating to NBC finant
Dividends paic
Purchase of treasury sha
Other, ne
Net cash (used in) provided by financing activi

Net decrease in cash and cash equiva
Cash and cash equivale—beginning of yea

Cash and cash equivale—end of yea
Supplemental disclosure of cash flow activities
Cash paid for intere:

Cash paid for taxe

Non-cash investing and financing activities
Reduction of credits in lieu of cash and notes plya credits in lieu of cash balances due tovaeyi of
tax credits to Certified Investo

Additional paid in capital, upon acquisition of sidiaries noncontrolling interes
Paid in capital in excess of par, upon acquisitibaubsidiary preferred stot
Conversion of note payable to noncontrolling insé¢
Shares held in escrow released to former sharehofdribsidiary
Issuance of treasury shares for 401k mi
Reduction of structured insurance product and nuagable— Certified Investor:
Shares issued in connection with legal settler
Shares issued for payment of executive deferrecpbeosatior
Additions to assets and liabilities as a resultafsolidation of acquired interes
Cash
Accounts receivabl
Prepaid expenses and other as
Total asset
Accounts payable and accrued expet
Notes payabli
Total liabilities
Goodwill recognizec

See accompanying notes to these consolidated fadastatements.
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2009

2008

2007

$ (9,700 $ 3,201 $(2,570
— — 2,05(
(726) — —
— (45¢) (24¢)
(379 (199 (360)
(10,799 2,55 (1,129
4.27) (8,520 (1,319
16,85. 25,37 26,68
$12,58° $16,85. $25,37.
$ 128 $ 1631 $ 244
$ 75 $ 28¢ $ 907
$28,90. $18,95¢  $18,95¢
$ 331 $ — $ —
$ —  $180 $ —
$ — $ —  $1,00C
$ — $ 76 $ 104
$ — 0§ 112 $ —
$ —  $381 $ —
$ — $ — $ 344
$ — $ — $ 177
$ — $ — $ 23¢
— — 3,57¢
— — 94
$ — $ — $3,90¢
$ — $ —  $312
— — 3,25¢
= —  $638¢
$ — 8 —  $248
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1—DESCRIPTION OF BUSINESS AND BASIS OF PRESENRATION:

Newtek Business Services, I. (“Newtek”) is a holding company for several wholgnd majority-owned subsidiaries, including thirtee
certified capital companies which are referredg&apcos, and several portfolio companies in witiehCapcos own non-controlling or
minority interests. The Company provides a “ongystbop” for business services to the small- andinmegized business market and uses
state of the art web-based proprietary technolodyeta low cost acquirer and provider of produnts services. The Company partners with
companies, credit unions, and associations to @ffeservices.

The Company’s principal business segments are:

Electronic Payment ProcessingMarketing third party credit card processing andathapproval services to the small- and medsime<€
business market.

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

Small Business FinancePrimarily consists of Newtek Small Business Finamice. (“NSBF”), a nationally licensed, U.S. Small Busin
Administration (“SBA”) lender that originates, selind services loans to qualifying small businessbich are partially guaranteed by
the SBA; and CDS Business Services, Inc. d/b/a BleBusiness Credit (“NBC") which provides receivalihancing.

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

Corporate Activities: Corporate implements business strategy, directketiag, provides technology oversight and guidance,
coordinates and integrates activities of the segsneontracts with alliance partners, acquirerdarusr opportunities, and owns our
proprietary NewTracker™ referral system. Revenukexpenses not allocated to other segments, imgudterest income, Capco
management fee income and corporate operationsiggpe

Capcos:Thirteen certified capital companies which invessinall- and medium-sized businesses. They geneoateash income from
tax credits and non-cash interest and insurancensgs.

The consolidated financial statements of NewtekifBss Services, Inc., its Subsidiaries and conatgitientities (the “Company” or
“Newtek”) included herein have been prepared by the Compaagdordance with accounting principles generaiyepted in the United Sta
of America and include all wholly- and majority-oach subsidiaries, and several portfolio companieshith the Capcos own non-controlling
minority interest in, or those variable interestites which Newtek is considered to be the primaepeficiary of. All inter-company balances
and transactions have been eliminated in cons@iadiloncontrolling interests (previously showmaisiority interest) are reported below net
income (loss) under the heading “Net loss attriblété#o noncontrolling interests” in the consolidhttatements of operations and shown as a
component of equity in the consolidated balancetsh&ee New Accounting Standards for further disicun.

Noncontrolling interest

Noncontrolling interest in results of operationsofisolidated variable interest entities and maj-owned subsidiaries represents the
noncontrolling members’ share of the earnings ss lof the consolidated variable interest entities rajority-owned subsidiaries. The
noncontrolling interest in the consolidated balasiceet reflects the original investment by theseoaotrolling members in the consolidated
variable interest entities and majority-owned sdiagies, along with their proportional shares ah@sgs or losses of the respective entity. In
the case in which losses, incurred through Dece®bgeP008, applicable to the noncontrolling inteeseed the noncontrolling interest in the
equity capital of the variable interest entitieghog majority-owned subsidiaries, such excess ealplié to the noncontrolling interest are
charged against the controlling interest as thermiobligation of the noncontrolling interest tmd such losses. However, subsequent to
December 31, 2008, both earnings and losses ailsuggt to the noncontrolling interest even ifrieéates a deficit noncontrolling

interest. Losses previously recognized by the otlirtg interest are no longer recovered from futprefits.

All financial information included in the tables the following footnotes is stated in thousandsegt per share data.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

NOTE 2—SIGNIFICANT ACCOUNTING POLICIES:
Use of Estimates

The preparation of consolidated financial stateméntonformity with accounting principles geneyalkccepted in the United States of Ame
requires management to make estimates and assasiiat affect the reported amounts of assetsiabitities and disclosures of contingent
assets and liabilities at the date of the constditiéinancial statements, and the reported amafmesvenue and expense during the reporting
period. The level of uncertainty in estimates asslaptions increases with the length of time dh#&lunderlying transactions are complete.
The most significant estimates are with respewgttaation of investments in qualified businessesgaimpairment valuation, allowance for
loan losses, valuation of servicing assets, chhegh-reserves, tax valuation allowances and the/éile measurements used to value certain
financial assets and financial liabilities. Actwasults could differ from those estimates.

Revenue Recognition
The Company operates in a number of different setgn&®evenues are recognized as services are eshded are summarized as follows:

Electronic payment processing revenueElectronic payment processing income is derivethftbe electronic processing of credit and debit
card transactions that are authorized and capthredgh third-party networks. Typically, merchaate charged for these processing services
on a percentage of the dollar amount of each tcdioseplus a flat fee per transaction. Certain rhant customers are charged miscellaneous
fees, including fees for handling charge-backsturns, monthly minimum fees, statement fees aes fier other miscellaneous services.
Revenues derived from the electronic processingadterCard® and Visa sourced credit and debit cardsactions are reported gross of
amounts paid to sponsor banks.

The Company also derives revenues from actingdependent sales offices (“1ISO”) for third-party pessors (“residual revenue”) and from
the sale of credit and debit card devices. Residnednue is recognized monthly, based on contrhairaements with such processors to share
in the residual income derived from the underlyingrchant agreements. Revenues derived from sabxguggment are recognized at the time
of shipment to the merchant.

Web hosting revenueWeb hosting revenues are primarily derived from thiyrrecurring service fees for the use of its viselsting and
software support services. Customer set-up feeBilled upon service initiation and are recogniasdevenue over the estimated customer
relationship period of 2.5 years. Payment for westing and related services is generally receivedmonth to three years in advance.
Deferred revenues represent customer prepaymenipéoming web hosting and related services.

Income from tax credits: Following an application process, a state will fyoi company that it has been certified as a Caple.state then
allocates an aggregate dollar amount of tax credlitse Capco. However, such amount is neithergeieed as income nor otherwise recorded
in the financial statements since it has yet tedmmed by the Capco. The Capco is legally entittezhrn tax credits upon satisfying defined
investment percentage thresholds within specifiee@ requirements and corresponding non-recaptueeptages. At December 31, 2009, the
Company had Capcos in seven states and the Disti@blumbia. Each statute requires that the Capoest a threshold percentage of Certi
Capital in Qualified Businesses within the timenfies specified. As the Capco meets these requirsirieatoids grounds under the statute for
its disqualification for continued participationtime Capco program. Such a disqualification, occ&tgfication” as a Capco results in a
recapture of all or a portion of the allocated ¢eedits; the proportion of the recapture is redunegl time as the Capco remains in general
compliance with the program rules and meets thgrpssively increasing investment benchmarks.

As the Capco continues to make its investmentsualifled Businesses and, accordingly, places areasing proportion of the tax credits
beyond recapture, it earns an amount equal todheecapturable tax credits and records such amamifihcome from tax credits”, with a
corresponding asset called “credits in lieu of €ashthe accompanying consolidated balance sha&éis.amount earned and recorded as
income is determined by multiplying the total amboftax credits allocated to the Capco by the @etage of tax credits immune from
recapture (the earned income percentage) undstatestatute. To the extent that the investmeptirements are met ahead of schedule, and
the percentage of non-recapturable tax creditsdslarated, the present value of the tax creditezhis recognized currently and the asset,
credits in lieu of cash, is accreted up to the amofitax credits available to the Certified Invast If the tax credits are earned before the state
is required to make delivery (i.e., investment iegments are met ahead of schedule, but creditscigrbe used by the certified investor in a
future year), then the present value of the tagitsearned are recorded upon completion of theireaents. The receivable (called “credits in
lieu of cash”) is accreted to the annual delivegashount which can then be delivered to the insiraompany investors in lieu of cash
interest. Delivery of the tax credits to the Céatif Investors results in a decrease of the reckivaaid the notes payable in credits in lieu of
cash.
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The allocation and utilization of Capco tax creditsontrolled by the state law. In general, th@&@eapplies for tax credits from the state ar
allocated a specific dollar amount of credits which available to be earned. The Capco providest#te with a list of the Certified Investors,
who have contractually agreed to accept the taditsrén lieu of cash interest payments on theiesof he tax credits are claimed by the
Certified Investors on their state premium tax metas provided under each state Capco and taxState regulations specify the amount of tax
credits a Certified Investor can claim and the gebin which they can claim them. Each state pecaltli reviews the Capco’s operations to
verify the amount of tax credits earned. In additithe state maintains a list of Certified Investand therefore has the ability to determine
whether the Certified Investor is allowed to clahis deduction.

Sales and Servicing of SBA LoandNSBF originates and services loans to customereruhe SBA program that generally provides for SBA
guarantees of 50% to 90% of each loan, subjectt@dmum guarantee amount. NSBF sells the guardegion of each loan to a third pa
and retains the unguaranteed principal portiomsimivn portfolio. A gain is recognized on the gudead portions of these loans through
collection on sale of a premium over the adjustetying value or a par sale with excess servicdBgmnmencing on January 1, 2008, the
Company began to recognize the gain on sale ajuheanteed portion of the loans on the trade daler than the date of settlement.

In each loan sale, the Company retains serviciggamsibilities and receives servicing fees of aimirm of 1% of the guaranteed loan portion
sold. The Company is required to estimate its adtgservicing compensation in the calculation ®&érvicing asset. The purchasers of the
loans sold have no recourse to the Company farrgaibf customers to pay amounts contractually due.

Upon sale of the loans to third parties, NSBF satedy recognizes at fair value any servicing assegervicing liabilities first, and then
allocates the previous carrying amount betweeradisets sold and the interests that continue teloedy the transferor (the unguaranteed
portion of the loan) based on their relative faitues at the date of transfer. The difference betwibe proceeds received and the allocated
carrying value of the financial assets sold is ggired as a gain on sale of loans.

Each class of servicing assets and liabilitiessatessequently measured using either the amortizatiethod or the fair value measurement
method. The amortization method, which NSBF hasehdo continue applying to its servicing assebrizes the asset in proportion to, and
over the period of, the estimated future net s@rgilncome on the underlying sold portion of tharle (guaranteed) and assesses the servicing
asset for impairment based on fair value at egobrting date. In the event future prepayments igmafecant or impairments are incurred and
future expected cash flows are inadequate to diwxeeunamortized servicing assets, additional amatitin or impairment charges would be
recognized. The Company uses an independent vahuspiecialist to estimate the fair value of thevisérg asset.

In evaluating and measuring impairment of servi@sgets, NSBF stratifies its servicing assets basgear of loan and loan term which are
key risk characteristics of the underlying loan Isodhe fair value of servicing assets is determhibg calculating the present value of estim
future net servicing cash flows, using assumptimfigrepayments, defaults, servicing costs and discrates that NSBF believes market
participants would use for similar assets.

If NSBF determines that the impairment for a stmrata temporary, a valuation allowance is recogntbedugh a charge to current earnings for
the amount the amortized balance exceeds the tdaienalue. If the fair value of the stratum weoelater increase, the valuation allowance
may be reduced as a recovery. However, if NSBFraétes that an impairment for a stratum is othanttemporary, the value of the servicing
asset and any related valuation allowance is writkawn.

Interest and Small Business Administration (“SBA”) Loan Fees—SBA Loansinterest income on loans is recognized as earneahd are
placed on non-accrual status if they are 90 dagschee with respect to principal or interest andhe opinion of management, interest or
principal on individual loans is not collectible, @ such earlier time as management determinéshaollectability of such principal or
interest is unlikely. Such loans are designateidhasired non-accrual loans. All other loans arerdef as performing loans. When a loan is
designated as non-accrual, the accrual of intéselscontinued, and any accrued but uncollecteztést income is reversed and charged
against current operations. While a loan is class$ids non-accrual and the future collectabilityhaf recorded loan balance is doubtful,
collections of interest and principal are generalhplied as a reduction to principal outstanding.

The Company passes certain expenditures it inoutsetborrower, such as forced placed insuransefficient funds fees, or fees it assesses,
such as late fees, with respect to managing thre [Blaese expenditures are recorded when incurred.t®the uncertainty with respect to
collection of these passed through expendituressessed fees, any funds received to reimburgectimpany are recorded on a cash basis as
other income.

Insurance commissionsRevenues are comprised of commissions earned amiypres paid for insurance policies and are recoghéehe
time the commission is earned. At that date, tiriegs process has been completed and the Compangstimate the impact of policy
cancellations for refunds and establish reservies.réserve for policy cancellations is based otohical cancellation experience adjusted by
known circumstances.
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Other income: Other income represents revenues generated by BB®ell as revenues derived from operating unésdhnnot be aggrega
with other business segments, and one-time re@sserigains on qualified investments. Revenuecisrded when there is pervasive evidence
of an agreement, the related fees are fixed, thécse and or product has been delivered, and ¢dleation of the related receivable is assured.
Other income particular to NBC include the follogzibomponents:

» Receivable feeReceivable fees are derived from the funding (paseh of receivables from finance clients. The paege of fee:
is set when entered into an agreement with thatclighe Company recognizes the revenue on thetlateeceivable is purchased.
The Company does not take ownership of the reckigaimtil funds are released which then constitatparchase of a client’s
asset. The Company also has arrangements withrceftis clients whereby it purchases the cliemseivables and charges
interest at a specified rate based on the amouindfs advanced against such receivables. The funodsded are collateralized a
the interest income is recognized as ear

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

» Billing fees:Billing fees are derived from billir-only (nor-finance) clients. These fees are recorded wheredawhich occur
when the service is rendere¢

» Other feesThese fees include annual fees, due diligence feesjnation fees, under minimum fees, and othes facludinc
finance charges, supplies sold to clients, NSF, fe@e fees and administration fees. These feestmeged upon funding, takeov
or liquidation of finance clients. The Company alsoeives commission revenue from various sou

The detail of total operating revenues includethanconsolidated statements of operations is &safsifor the years ended:

(In thousands): 2009 2008 2007

Electronic payment processi $ 69,65¢ $63,28.  $54,77"
Web hosting 18,84¢ 18,06¢ 16,09:
Interest incomt 1,73¢ 3,35¢ 5,49¢
Income from tax credit 7,831 7,98¢ 5,31¢
Premium on loan sal¢ 1,65z 474 2,91¢
Servicing fee 1,62¢ 1,771 1,94¢
Insurance commissior 811 1,03¢ 89¢
Other income 3,551 2,917 5,391
Totals $105,71: $98,88¢ $92,83¢

Electronic Payment Processing Costs

Electronic payment processing costs consist pratlgipf costs directly related to the processingnefrchant sales volume, including
interchange fees, VISA and MasterCard dues andsisemnts, bank processing fees and costs paiddephity processing networks. Such
costs are recognized at the time the merchantactinss are processed or when the services arerperfl. Two of the most significant
components of electronic processing expenses iaghtdrchange and assessment costs, which arg g&t bredit card associations.
Interchange costs are passed on to the entitynigshe credit card used in the transaction andsassnt costs are retained by the credit card
associations. Interchange and assessment feesledepbimarily as a percent of dollar volume presed and, to a lesser extent, as a per
transaction fee. In addition to costs directly tedbto the processing of merchant sales volumetreldc payment processing costs also include
residual expenses. Residual expenses represemgdiee® third-party sales referral sources. Redidupenses are paid under various formulae
as contracted with such third-party referral sosrteit are generally linked to revenues derivethfrserchants successfully referred to the
Company and that begin using the Company for metghacessing services. Such residual expensdgmcally ongoing as long as the
referred merchant remains a customer of the Compadyare recognized as expenses as related revareueognized in the Company’s
consolidated statements of operations.
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Cash and Cash Equivalents

The Company considers all highly liquid investmenith maturities of three months or less when pasad to be cash equivalents. Invested
cash is held almost exclusively at financial ingi@ns with ratings from Standard and Poor’s ofoAbetter. The Company invests cash not
in interest free checking accounts or bank monesketaccounts mainly in U.S. Treasury only moneykatinstruments or funds and other
investment-grade securities. As of December 31926@sh deposits in excess of FDIC and SIPC insertotaled approximately $3,000,000
and funds held in U.S. Treasury only money markat$ or equivalents in excess of SIPC insuranededtapproximately $5,800,000.

Restricted Cash

Restricted cash includes cash collateral relating letter of credit; monies due on loan relatedittances and insurance premiums received by
the Company and due to third parties; cash helthéyCapcos restricted for use in managing and tipgridne Capco, making qualified
investments and for the payment of income taxed;aacash account maintained as a reserve agaengfechack losses.

Purchased Receivables

Purchased receivables are recorded at the poiiméwhen cash is released to the seller. A mgjofithe receivables purchased have recourse
and are charged back to the seller if aged ove®®@r 120 days, depending on contractual agreemBntchased receivables are included in
accounts receivable on the consolidated balanat.she

Investments in Qualified Businesses

The various interests that the Company acquirdés igualified investments are accounted for unbesd methods: consolidation, equity met
and cost method. The applicable accounting methgémnerally determined based on the Company’s gy atiterest or the economics of the
transaction if the investee is determined to baréble interest entity.

Consolidation Methodnvestments in which the Company directly or indilye owns more than 50% of the outstanding votiegusities, those
the Company has effective control over, or thosa to be a variable interest entity in whichGeenpany is the primary beneficiary are
generally accounted for under the consolidatiorhabf accounting. Under this method, an investisdimancial position and results of
operations are reflected within the Company’s cdated financial statements. All significant irlmpany accounts and transactions are
eliminated, including returns of principal, divid#s) interest received and investment redemptioms.ré&sults of operations and cash flows of a
consolidated operating entity are included throtinghlatest interim period in which the Company ot/aggreater than 50% direct or indirect
voting interest, exercised control over the erftitythe entire interim period or was otherwise daated as the primary beneficiary. Upon
dilution of control below 50%, or upon occurrendedriggering event requiring reconsideration@athe primary beneficiary of a variable
interest entity, the accounting method is adjustettie equity or cost method of accounting, as eypbaite, for subsequent periods.

Equity MethodInvestees that are not consolidated, but over wiiefCompany exercises significant influence, asoanted 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, reprig®n on the investee’s Board of Directors andhership level, which is generally a 20% to
50% interest in the voting securities of the ineesincluding voting rights associated with the @amy’s holdings in common, preferred and
other convertible instruments in the investee. Witkle equity method of accounting, an investeet®ants are not reflected within the
Company’s consolidated financial statements; howalie Company’s share of the earnings or losséiseoinvestee is reflected in the
Company’s consolidated financial statements.

Cost Methodlnvestees not accounted for under the consolidatidhe equity method of accounting are accourdedifider the cost method of
accounting. Under this method, the Company’s sbitiee net earnings or losses of such companiestigicluded in the Company’s
consolidated financial statements. However, coghottimpairment charges are recognized, as negessdne Company’s consolidated
financial statements. If circumstances suggestttigavalue of the investee has subsequently reedysuch recovery is not recorded until
ultimately liquidated or realized.

The Company’s debt and equity investments havetantislly been made with funds available to Newttglough the Capco programs. These
programs generally require that each Capco meéhianoim investment benchmark within five years dfigl funding. In addition, any funds
received by a Capco as a result of a debt repayareaquity return may, under the terms of the Cgpograms, be reinvested and counted
towards the Capcos’ minimum investment benchmarks.
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SBA Loans Held for Investment

Loans receivable held for investment are reporteter outstanding unpaid principal balances adpli$or charge-offs, net deferred loan
origination costs and the allowance for loan losses

Allowance for SBA Loan Losses

Impairment of a loan is measured based on the preatue of expected future cash flows discountatieloan’s effective interest rate, or the
fair value of the collateral if the loan is colletbdependent. Impaired loans for which the cagymount is based on fair value of the
underlying collateral are included in assets apdnted at estimated fair value on a mecurring basis, both at initial recognition of iaigment
and on an on-going basis until recovery or chaifjefdhe loan amount. The determination of impamhinvolves management’s judgment in
the use of market data and third party estimatgarding collateral values. The valuation allowafezdoan impairment is maintained as part of
the allowance for loan losses.

The allowance for loan losses is established byagament through provisions for loan losses chaagaihst income. Amounts deemed to be
uncollectible are charged against the allowancéofam losses and subsequent recoveries, if angradited to the allowance. The amount of
the allowance for loan losses is inherently subjects it requires making material estimates whiety vary from actual results. The loans
acquired from Commercial Capital Corporation in Bber 2002, which are more seasoned than thoseaigd by the Company, comprise
10% of total loans held for investment as of Decenddi, 2009. Other portfolio characteristics, sashindustry concentrations and loan
collateral, which also impact management’s estimafehe allowance for loan losses, have also abdisgnce the acquisition. The changing
nature of the portfolio and the limited past logpearience on the newly originated portfolio hasutessl in management'’s estimates of the
allowance for loan losses being based more on stigefactors, as noted below, and less on emliyidarived loss rates.

The adequacy of the allowance for loan lossesviswed by management on a monthly basis at a mimipaund as adjustments become
necessary, they are reflected in operations dahiegeriods in which they become known. Considenatin this evaluation include past and
anticipated loss experience, risks inherent inctimeent portfolio and evaluation of real estatdatetal as well as current economic conditions.
In the opinion of management, the allowance, wia&ern as a whole, is adequate to absorb estimaaaddsses inherent in the Company’s
entire loan portfolio. The allowance consists cdafic and general components. The specific compbretates to loans that are classified as
either loss, doubtful, substandard or special meanfor such loans that are also classified asimeghaan allowance is established when the
discounted cash flows (or collateral value or oballe market price) of the impaired loan is lowmart the carrying value of that loan. The
general component covers non-classified loans &ibdsed on historical loss experience adjustedfalitative factors.

A loan is considered impaired when, based on cuindormation and events, it is probable that tteemPany will be unable to collect the
scheduled payments of principal or interest whem altcording to the contractual terms of the loaee@gent. Other factors considered by
management in determining impairment include payrstaius and collateral value. Loans that expeéénsignificant payment delays and
payment shortfalls generally are not classifiethgsaired. Management determines the significangeagment delays and payment shortfalls
on a case-by-case basis, taking into consideratlaf the circumstances surrounding the loan &eddorrower, including the length of the
delay, the reasons for the delay, the borroweits prayment record, and the amount of the shoiitfialélation to the principal and interest
owed.

The Company’s charge-off policy is based on a Ibg#lean review for which the estimated uncollecipbrtion of nonperforming loans is
charged off against the corresponding loan recévaid the allowance for possible loan losses.

SBA Loans Held For Sale

Loans originated and intended for sale in the seagnmarket are carried at the lower of aggregast ar fair value, as determined by
aggregate outstanding commitments from investors.

Loans receivable held for sale are sold with theisieg rights retained by the Company. Gains dessaf loans are recognized based on the
difference between the selling price and the cagyialue of the related loans sold. Unamortizedde&trred loan origination costs are
recognized as a component of gain on sale of losrrding to the SBA Rules and Regulations guidell086, and in accordance with the
Terms and Conditions of the Trade Advice in conioactvith selling the guaranteed portion of loanigioated, if the borrower prepays in
excess of 20% of the guaranteed portion of the toahthe borrower defaults on any scheduled patgment date within 90 days of settlement
date, the Company is obligated to return any untimeal premium received for the guaranteed portiothe loan. However, based on
management’s best estimate and considering hiatgiepayment performance of the loan portfolie, @Gompany has taken the position that
the premium is fully recognized at trade date, ampdovision against the premium is not requirethattime of the sale.
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Fixed Assets

Fixed assets, which are comprised of furniturefatidres and computer office equipment, land, baigdand improvements, are stated at cost
less accumulated depreciation and amortizationr&gtion of fixed assets is provided on a stralgig basis using estimated useful lives of
the related assets. Amortization of leasehold imgmeents is provided on a straight-line basis uttiegesser of the useful life of the asset or
lease term. Useful lives of assets are: compufénare, website development, and servers and stdthgee years), computer and office
equipment and furniture and fixtures (generallgéhto five years).

Software and Website Development Costs

The Company capitalizes its web site developmesitsconline application system, referral systemathér proprietary systems and computer
software. Costs incurred during the preliminaryj@costage are expensed as incurred, while apjalitatage projects are capitalized. The le
costs are typically employee and/or consultingisessdirectly associated with the development efithernal use computer software. Software
and website costs are included in fixed assetsdratcompanying consolidated balance sheets. Azaticihn commences once the software is
ready for its intended use and is amortized udiegstraight-line method over the estimated usédgyltlypically three years.

Deferred Financing Costs

Deferred financing costs are being amortized utiiestraight-line method over the terms of theteelandebtedness, which approximates the
effective interest method and is included in indéexpense in the accompanying consolidated statsméoperations.

Impairment of Long-Lived Assets

Long-lived assets, including fixed assets and igitale assets, are reviewed for impairment whenevents or changes in circumstances
indicate that the carrying value may not be recabier. In reviewing for impairment, the carrying walof such assets is compared to the
estimated undiscounted future cash flows expectad the use of the assets and their eventual digpudf such cash flows are not sufficient
to support the asset’s recorded value, an impaircigarge is recognized to reduce the carrying vafube long-lived asset to its estimated fair
value. The determination of future cash flows a#f agthe estimated fair value of long-lived as$et®lves significant estimates on the part of
management. In order to estimate the fair valug lohg-lived asset, the Company may engage aphiry to assist with the valuation. If there
is a material change in economic conditions or otireumstances influencing the estimate of futash flows or fair value, the Company
could be required to recognize impairment chargeke future.

Goodwill and Other Intangible Assets

Goodwill and other intangible assets deemed to haviedefinite life are not amortized and are scidje impairment tests, at least annually.
Other intangible assets with finite lives are anzed over their useful lives ranging from 18 tor66nths.

The Company considers the following to be some gr@snof indicators that may trigger an impairmesview outside its annual impairment
review: (i) significant under-performance or logkey contracts acquired in an acquisition relatvexpected historical or projected future
operating results; (ii) significant changes in thanner or use of the acquired assets or in the @oypoverall strategy with respect to the
manner or use of the acquired assets or chandks Dompany’s overall business strategy; (iii) gigant negative industry or economic
trends; (iv) increased competitive pressures; ipaificant decline in the Company’s stock prioe d sustained period of time; and

(vi) regulatory changes. In assessing the recov@yabf the Company’s goodwill and intangiblesgt@ompany must make assumptions
regarding estimated future cash flows and othdofado determine the fair value of the respectisgets. The fair value of an asset could vary,
depending upon the estimating method employed edlsasw assumptions made.

Reserve for Losses on Merchant Accounts

Disputes between a cardholder and a merchant pegllydarise as a result of, among other thingsiltalder dissatisfaction with merchandise
quality or merchant services. Such disputes mayaatsolved in the merchant’s favor. In thesegabe transaction is “charged back” to the
merchant, which means the purchase price is retutalthe customer through the mercharitquiring bank and charged to the merchante
merchant has inadequate funds, the Company ory linded circumstances, the Company and the aogulvank, must bear the credit risk for
the full amount of the transaction. The Companyleias its risk for such transactions and estimisgggtential loss for charge-backs based
primarily on historical experience and other retgvactors.
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The Company records reserves for charge-backsartthgent liabilities when such amounts are deetodse probable and estimable. The
required reserves may change in the future duewodevelopments, including, but not limited to, mges in litigation or increased chargaek
exposure as the result of merchant insolvencyidation, or other reasons. The required resenesestiewed periodically to determine if
adjustments are required.

Stock—Based Compensation

All share-based payments to employees are recadjimizihe financial statements based on their falu&s using an option-pricing model at the
date of grant. The Company recognizes compensatiastraight-line basis over the requisite serpi@od for the entire award. The
Company has elected to adopt the alternative tiansnethod for calculating the tax effects of shhased compensation. The alternative
transition method includes a simplified method dtablish the beginning balance of the addition&l{racapital pool related to the tax effects
of employee share-based compensation, which isad@ito absorb tax deficiencies.

Fair Value

The Company adopted the methods of fair value loevigs financial assets and liabilities. The Compaarries its credits in lieu of cash,
prepaid insurance and notes payable in crediigindf cash at fair value. The Company also caingmired loans and other real estate owned
at fair value. Fair value is based on the pricé wwuld be received to sell an asset or paid tosfier a liability in an orderly transaction betw
market participants at the measurement date. lerdodincrease consistency and comparability infalue measurements, the Company
utilized a fair value hierarchy that prioritizesselovable and unobservable inputs used to measusafae into three broad levels, which are
described below:

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

Level 2 Observable inputs other than Level 1 prices, sgofjuated prices for similar assets or liabilitiggpted prices in markets that are
active; or other inputs that are observable orteanorroborated by observable market data for anbatly the full term of the assets
or liabilities. Level 2 assets and liabilities inde debt securities with quoted prices that aettdess frequently than exchange-
traded instruments and derivative contracts whadeevis determined using a pricing model with ispthiat are observable in the
market or can be derived principally from or cowrdted by observable market data. This categorgrgéiy includes certain U.S.
Government and agency mortgage-backed debt sesyigbrporate debt securities, derivative contractsresidential mortgage
loans hel-for-sale.

Level 2 Unobservable inputs that are supported by litttammarket activity and that are significant to thie value of the assets or liabiliti
Level 3 assets and liabilities include financiatmments whose value is determined using pricingets, discounted cash flow
methodologies, or similar techniques, as well agriments for which the determination of fair vataquires significant managem
judgment or estimation. This category generalljudes certain private equity investments, retaimsidual interests i
securitizations, residential mortgage servicingptsgand highly structured or lo-term derivative contract

Income Taxes

Deferred tax assets and liabilities are computegdbaipon the differences between the financiadistant and income tax basis of assets and
liabilities using the enacted tax rates in effectthe year in which those temporary differenceseapected to be realized or settled. If available
evidence suggests that it is more likely than hat some portion or all of the deferred tax asaétsiot be realized, a valuation allowance is
required to reduce the deferred tax assets torttoeiat that is more likely than not to be realized.

Accounting for Uncertainty in Income Taxes

The ultimate deductibility of positions taken opexted to be taken on tax returns is often ungertaiorder to recognize the benefits
associated with a tax position taken (i.e., geheeatleduction on a corporation’s tax return), ¢éiméity 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 position is recogghiat the largest dollar amount that has more @06 likelihood of being realized upon
ultimate settlement. Differences between tax pars#titaken in a tax return and recognized will gaiheresult in (1) an increase in income
taxes currently payable or a reduction in an inctemeefund receivable or (2) an increase in ardefietax liability or a decrease in a deferred
tax asset, or both (1) and (2).
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When accounting for uncertainty in income taxes, Iltittome Tax Topic of the FASB Accounting Standadslification also provides guidar
on:

» Derecognizing the benefits associated with a reizegintax position where subsequent events inditateit isnot more likely thar
not that the entity will benefit from the tax pasit taket

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

» Accounting for uncertain tax positions in interirarfpds

» Disclosure and transitic

Fair Value of Financial Instruments

As required by the Financial Instruments Topichef EASB Accounting Standards Codification, thereated fair values of financial
instruments must be disclosed. Excluding fixed @séstangible assets, goodwill, and prepaid expgmsd other assets (excluding as noted
below), substantially all of the Company’s asseis kabilities are considered financial instrumeassdefined under this standard. Fair value
estimates are subjective in nature and are dependemnumber of significant assumptions associaiddeach instrument or group of similar
instruments, including estimates of discount rateks associated with specific financial instruttseestimates of future cash flows and rele
available market information.

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

e Cash and cash equivalel

» Restricted cas

» Broker receivabli

» Accounts receivabl

* Bank notes payabl

» Accrued interest receivable (included in prepaigemses and other asse

» Accrued interest payable (included in accounts pleyand accrued expens:
» Accounts payable and accrued expel

The carrying values of accounts payable and acceMpednses approximate fair value because of the-sdren maturity of these instruments.
The carrying value of investments in qualified Imgsises (included in prepaid expenses and othdsgsgedits in lieu of cash, notes payabl
credits in lieu of cash and loans receivable apprate fair value based on management’s estimaérsicthg asset is stated at amortized cost
and was not written up to the fair value of $2,908, which was approximately $467,000 higher thsiaimortized cost at December 31, 2009.

New Accounting Standards

In September 2006, the FASB issued an accountarglatd related to fair value measurements, whicheffective for the Company on
January 1, 2008. This standard defined fair vadggblished a framework for measuring fair valuel, a
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expanded disclosure requirements about fair vale@surements. On January 1, 2008, the Company ablityigeaccounting standard related to
fair value measurements for the Company’s finarasakets and financial liabilities. The Company deféadoption of this accounting standard
related to fair value measurements for the Commanghfinancial assets and nonfinancial liabilitexs;ept for those items recognized or
disclosed at fair value on an annual or more fratjyeecurring basis, until January 1, 2009. Effeztlanuary 1, 2009, the Company fully
adopted the provisions of this standard relatinigstaonfinancial assets and liabilities. The adwpbdf this accounting standard related to fair
value measurements for the Company’s nonfinansigta and nonfinancial liabilities did not haveaterial impact on its financial position or
results of operations. This accounting standardsuésequently codified into ASC Topic 8205dir Value Measurements and Disclosureés.

In September 2008, the FASB issued an accountamglatd related to liabilities measured at fair gakith a third party enhancement and
provides guidance for measuring liabilities issugtth an attached third-party credit enhancemerghss a guarantee. It clarifies that the issuer
of a liability with a third-party credit enhancentesould not include the effect of the credit erdeanent in the fair value measurement of the
liability. This standard is effective for the finstporting period beginning after December 15, 200& Company concluded that it does not
impact its consolidated financial statements. Huisounting standard was subsequently codifiedA8€ Topic 820;'Fair Value

Measurements and Disclosur”

In December 2007, the FASB issued an accountinglata requiring an acquirer to measure the idemti§ assets acquired, the liabilities
assumed and any noncontrolling interest in the iaegat their fair values on the acquisition datigh goodwill being the excess value over the
net identifiable assets acquired. This accountiagdard is effective for financial statements issfoe fiscal years beginning after

December 15, 2008. The adoption of this accourgiagdard had no material impact to the consolidfiteahcial statements. This accounting
standard was subsequently codified into ASC Topk, Business Combinations.”

Effective for financial statements issued for fisgears beginning after December 15, 2008, an aexid required to measure the identifiable
assets acquired, the liabilities assumed and angamdrolling interest in the acquiree at their faatues on the acquisition date, with goodwill
being the excess value over the net identifiabdetasacquired. Noncontrolling interest in a sulasidshould be reported as equity in the
consolidated balance sheets. The amount of comgetichet income or loss attributable to the paaadtto the noncontrolling interest should
also be reported in the consolidated statemenpefations. Changes in a parent’s ownership pergergad the valuation of retained
noncontrolling equity investments when a subsidiargeconsolidated should be disclosed in the dimtaed financial statements. The
Company adopted this accounting standard in teedinarter of 2009. As a result of the adoptioa,@ompany has reported noncontrolling
interests as a component of equity in the cons@itlbalance sheets and the net loss attributalmiertcontrolling interests has been separately
identified in the consolidated statements of openat The prior periods presented have also baerspectively restated to conform to the
current classification requirements. Prior to tdegtion of this standard, losses attributable tocontrolling interests were allocated to the
Company.

In June 2009, the FASB issued an accounting stdnagiich requires entities to provide more inforroatregarding sales of securitized
financial assets and similar transactions, pauditylif the entity has continuing exposure to tisks related to transferred financial assets and
removes the concept of a qualifying special-purpogéy and limits the circumstances in which afinial asset, or portion of a financial asset,
should be derecognized when the transferor hasar@ferred the entire financial asset to an ettty is not consolidated with the transfera
the financial statements being presented and/onwletransferor has continuing involvement wita ttansferred financial asset. The new
standard will become effective for the Company anuary 1, 2010. The Company is currently evaluatiegeffect adopting the new standard
may have on the recognition of the sale of guaethp®rtions of SBA 7(a) loans. If the new standaqlires the Company to delay sale
accounting treatment for a period of time expettelde an accounting quarter in length, it may mallgrreduce small business finance reve
for the first quarter of 2010 as well as require @ompany to establish a new asset and liabillgted to contractually sold guaranteed porti
This accounting standard was subsequently codifiedASC Topic 860, “Transfers and Servicing.”

In June 2009, the FASB issued an accounting stdndhich modifies how a company determines whenraityethat is insufficiently

capitalized or is not controlled through voting éimilar rights) should be consolidated. It claithat the determination of whether a company
is required to consolidate an entity is based omray other things, an entity’s purpose and desighaacompanyg ability to direct the activitie

of the entity that most significantly impact thetigris economic performance. It requires an ongaiegssessment of whether a company is the
primary beneficiary of a variable interest entindaadditional disclosures about a company’s involest in variable interest entities and any
significant changes in risk exposure due to thedblvement. This accounting standard is effectivefiical years beginning after November 15,
2009. The Company is currently evaluating the imp&@dopting this accounting standard on its cbdated financial statements. This
accounting standard was subsequently codifiedA®€ Topic 810;'Consolidation.”
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In June 2009, the FASB issued an accounting stdnadhaich established the Codification to becomesihgle source of authoritative
accounting principles generally accepted in theté¢hStates of America (“GAAP”) recognized by theSB\to be applied by nongovernmental
entities, with the exception of guidance issuedHhgyU.S. Securities and Exchange Commission (tBC"pand its staff. All guidance
contained in the Codification carries an equall@f@uthority. The Codification is not intendeddbange GAAP, but rather is expected to
simplify accounting research by reorganizing cur@®AAP into approximately 90 accounting topics gmdviding all the authoritative
literature related to a particular topic in onegglaThe Company adopted this accounting standgscejparing the consolidated financial
statements for the quarter ended September 30,&8Dall subsequent public filings will referenbe Codification as the sole source of
authoritative literature. The adoption of this astting standard, which was subsequently codifi¢éal ASC Topic 105,Generally Accepted
Accounting Principle” had no impact on retained earnings and will havenpact on the Company’s statements of income andition.

In August, 2009, the FASB issued Accounting Stadslafpdate 2009-05, “Fair Value Measurements andl@§ares (Topic 820) —Measuring
Liabilities at Fair Value,” which updates ASC 820-The update provides clarification that in ciratamces in which a quoted price in an
active market for the identical liability is notalable, a reporting entity is required to meadanmevalue using one or more of the following
techniques:

1. A valuation technique that us
a. the quoted price of an identical liability whendea as an asset,
b. quoted prices for similar liabilities or similagabilities when traded as ass¢

2. Another valuation technique that is consistent it principles of Topic 820, examples includeramome approach, such as a pre:
value technique, or a market approach, such ashaitpie that is based on the amount at the measutatate that the reporting entity
would pay to transfer the identical liability or wld receive to enter into the identical liabili

This standard is effective for financial statemasssied for interim and annual periods ending &tggust 2009. The Company adopted Up
2009-05 effective for the year ending December2B09. The adoption did not have a material impadhe Company’s disclosures.

Subsequent Events

In May 2009, the FASB issued an accounting standdidh provides guidance to establish general statsdof accounting for and disclosures
of events that occur after the balance sheet datbdjore financial statements are issued or aaéadble to be issued. It requires entities to
disclose the date through which subsequent evesits @valuated as well as the rationale for why dlagéd was selected. This accounting
standard is effective for interim and annual pesiedding after June 15, 2009 and, accordingly,adagted by the Company during the second
quarter of 2009. It requires public entities evédusubsequent events through the date that thecielestatements are issued. This accounting
standard was subsequently codified into ASC Topk, 8Subsequent Events.” The Company has evaluisatlesequent events through the time
of filing these consolidated financial statementhwhe SEC.

Reclassifications
Certain prior year amounts have been reclassifiedhform to current year presentation.

NOTE 3—FAIR VALUE MEASUREMENTS:
FAIR VALUE OPTION ELECTIONS

Effective January 1, 2008, the Company adoptedvidire accounting concurrent with the electionhaf tair value option for financial assets
and financial liabilities. The accounting standeglditing to the fair value measurements clarifiesdefinition of fair value and describes
methods available to appropriately measure faneréth accordance with GAAP. The accounting standppdies whenever other accounting
standards require or permit fair value measureméiis accounting standard relating to the fair @aption for financial assets and financial
liabilities allows entities to irrevocably eleciifaalue as the initial and subsequent measureaténittute for certain financial assets and
financial liabilities that are not otherwise reedrto be measured at fair value, with changesiirvédue recognized in earnings as they occt
also establishes presentation and disclosure egeints designed to improve comparability betwegitienthat elect different measurement
attributes for similar assets and liabilities. @mudary 1, 2008, the Company elected the fair vapi®n for valuing its Capcogredits in lieu ¢
cash, notes payable in credits in lieu of cashmeg@aid insurance.
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The Company elected the fair value option for fiziahassets and liabilities in order to reflecttfinancial statements the assumptions that
market participants use in evaluating these firgnostruments. Under the cost basis of accountimgdiscount rates used to calculate the
present value of the credits in lieu of cash angsipayable in credits in lieu of cash did noteefthe credit enhancements that the Company’s
Capcos obtained from Chartis (formerly Americareinational Group, Inc), namely its AA+ rating atBuime, for their debt issued to certif
investors. Instead the cost paid for the credibeckments was recorded as prepaid insurance antizedmn a straight-line basis over the
term of the credit enhancements.

With the adoption of the fair value measuremerfir@ncial assets and financial liabilities and éhection of the fair value option, credits in |

of cash and notes payable in credits in lieu oh@ae valued based on the yields at which finarniegtuments would change hands between a
willing buyer and a willing seller when the formiemot under any compulsion to buy and the la#terat under any compulsion to sell, both
parties having reasonable knowledge of relevansfdde accounting standards requires the fairevafuithe assets or liabilities to be
determined based on the assumptions that markiitipants use in pricing the financial instrumdntdeveloping those assumptions, the
Company identified characteristics that distinguigtrket participants generally, and consideredfadpecific to (a) the asset type, (b) the
principal (or most advantageous) market for thetagsup, and (c) market participants with whomrygorting entity would transact in that
market.

Based on the aforementioned characteristics amiwm of the Chartis credit enhancements, the Compatfieves that market participants
purchasing or selling its Capcos’ debt, and theeefis credits in lieu of cash, and notes payablerédits in lieu of cash view nonperformance
risk to be equal to the risk of an Chartis nonpanfance risk and as such both the fair value ofitséul lieu of cash and notes payable in cre

in lieu of cash should be priced to yield a rateado an applicable Chartis U.S. Dollar denomidatebt instrument. Because the value of
notes payable in credits in lieu of cash directiffects the credit enhancement obtained from Charte unamortized cost relating to the credit
enhancement will cease to be separately carriedh asset on Company’s consolidated balance sheés$ arcorporated in notes payable in
credits in lieu of cash.

The following table summarizes the impact of tharge in accounting for credits in lieu of cashpaiid insurance and notes payable in
credits in lieu of cash, and the impact of adopthmgfair value option for certain financial ingtrants on January 1, 2008. Amounts shown
represent the carrying value of the affected imsemuts before and after the changes in accountsutireg from the adoption fair value
accounting.

Transition impact:

Opening Balanct
Ending Balance

Sheet Adoption Sheet
(In thousands: December 31, 20C Net Gain/(Loss January 1, 2008
Impact of electing the fair value optit
Credits in lieu of cas $ 92,78: $ (4,019 $ 88,76¢
Prepaid insuranc 14,73¢ (11,00¢) 3,73:
Notes payable in credits in lieu of ce (79,085 (8,859 (87,949
Cumulative-effect adjustment (pre-tax) (23,879
Tax impact 9,551
Cumulative-effect adjustment (net of tax),
decrease to retained earnings $  (14,32)

Assets and Liabilities Measured at Fair Value on &ecurring Basis as of December 31, 2009 are as &olls (in thousands):

Fair Value Measurements Using

Total Level 1 Level 2 Level 3
Assets:
Credits in lieu of cas $ 51,947 $— $ 51,947 $—
Liabilities:
Notes payable in credits in lieu of ce $ 5194 $— $ 51,94 $—

Assets and Liabilities Measured at Fair Value on &ecurring Basis as of December 31, 2008 are as &wlis (in thousands):

Fair Value Measurements Using

Total Level 1 Level 2 Level 3
Assets:
Credits in lieu of cas $ 7055¢ $— $ 7055¢ $—
Liabilities:
Notes payable in credits in lieu of cz $ 70,55¢ $— $ 70,55¢ $—

Credits in lieu of cash and Notes payable in creditlieu of cast



The Company elected to account for both crediteinof cash and notes payable in credits in liecash at fair value in order to reflect in its
consolidated financial statements the assumptlostsnarket participant’s use in evaluating thesarfcial instruments.
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Fair value measurements:

The Company’s Capcos’ debt, enhanced by Chartisamse, effectively bears the nonperformance risRhartis. Therefore the Company
calculates the fair value of both the Credits éulof cash and Notes payable in credits in liecash using the yields of various Chartis notes
with similar maturities to each of the Company’spective Capcos’ debt. The Company elected to disuge utilizing Chartis 7.70% Series A-
5 Junior Subordinated Debentures (the “Chartis Delses”) because those long maturity debenturearb&gtrade with characteristics of a
preferred stock after Chartis received financirmgrfrthe United States Government. The Company cerssitie Chartis Note Basket a Level 2
input under fair value accounting, since it is atgd yield for a similar liability that is traded an active exchange market. The Company
selected these Chartis Note Baskets as the masisegative of the nonperformance risk associatddthe CAPCO notes because they are
Chartis issued notes, are actively traded and lsecanaturities match Credits in lieu of cash andelgayable in credits in lieu of cash.

After calculating the fair value of both the Credit lieu of cash and Notes payable in creditéein bf cash, the Company compares their
values. This calculation is done on a quarterlysh&3alculation differences primarily due to taedit receipt versus delivery timing may cause
the value of the Credits in lieu of cash to diffierm that of the Notes payable in credits in lidicash. Because the Credits in lieu of cash asset
has the single purpose of paying the Notes payaldeedits in lieu of cash and has no other vatuté Company, Newtek determined that the
Credits in lieu of cash should equal the Notes pkeym credits in lieu of cash.

As of September 30, 2009, the present value ofibdits in lieu of cash was $52,819,000 and nodgsiple in credits in lieu of cash was
$53,230,000. On that date, the yield on the Chbibie Basket was 9.08%. As of December 31, 20@9d#te the Company revalued the asset
and liability, the yields on the Chartis notes aged 6.92% reflecting changes in interest ratéisarmarketplace. This decrease in yield
increased both the fair value of the credits in ¢ cash by $1,292,000 to $51,688,000 from an etegevalue of $50,396,000 assuming the
yield had remained unchanged from September 3®, 20 the fair value of the notes payable in ¢sddilieu of cash by $1,284,000
$51,947,000 from an expected value of $50,663,880raing the yield had remained unchanged from Sdye30, 2009. The Company
increased the value of the credits in lieu of daglan additional $259,000 to equal the value ofribiees payable in credits in lieu of cash. The
net change in fair value reported in the Companygissolidated statement of operations for the yedeé December 31, 2009 above was a gain
of $900,000.

As of September 30, 2008, the present value ofibdits in lieu of cash was $62,422,000 and nodégsiple in credits in lieu of cash was
$61,148,000. On that date, the yield on the Chhitie Basket was 21.97%. As of December 31, 20@8date the Company revalued the asse!
and liability, the yields on the Chartis notes aggad 11.76% reflecting Chartis’s reduction in drealing from “AA+" to “A+, negative

watch”, Chartis’s financial troubles, and changemterest rates in the marketplace. This decrgagield increased both the fair value of the
credits in lieu of cash by $9,737,000 to $70,868,86m an expected value of $61,131,000 assumiegitld had remained unchanged from
September 30, 2008, and the fair value of the rmagable in credits in lieu of cash by $10,693,60870,559,000 from an expected value of
$59,866,000 assuming the yield had remained unathfigm September 30, 2008. The Company reducedaibe of the credits in lieu of

cash by an additional $309,000 to equal the valuleonotes payable in credits in lieu of cash. maechange in fair value reported in the
Company’s consolidated statement of operationth®year ended December 31, 2008 above was afl@8s090.

Changes in the future yield of the Chartis issuelt delected for valuation purposes will resultlianges to the fair values of the credits in lieu
of cash and notes payable in credits in lieu ohaalsen calculated for future periods; these chamgkéde reported through the Company’s
consolidated statements of operations.
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Assets and Liabilities Measured at Fair Value on &on-recurring Basis are as follows (in thousands):

Fair Value Measurements at
December 31, 2009 Using:

Total Gains anc

Total Level 1 Level 2 Level 3 (Losses)
Assets
Impaired loan: $5,30z $— $—  $530: $ (2,239
Impaired customer merchant accol — — — — (12€)
Other rez-estate owne 132 — 132 — (319
Total assets $543¢ $— $13z2 $530: $ (2,679
Fair Value Measurements al
December 31, 2008 Using:
Total Gains anc
Total Level 1 Level 2 Level 3 (Losses)
Assets
Impaired loan: $3467 $— $—  $3467 $ (2,349
Impaired customer merchant accol — — — — (48¢)
Servicing asse 2,28 — — 2,28 381
Other reec-estate owne 627 — 627 — (129)
Total assets $6,37¢ $— $627 $574¢ $ (2,579

Impaired loans

Impairment of a loan is measured based on the pregatue of expected future cash flows discountatieloan’s effective interest rate, or the
fair value of the collateral if the loan is colletbdependent. Impaired loans for which the cagyamount is based on fair value of the
underlying collateral are included in assets apdnrted at estimated fair value on a meurring basis, both at initial recognition of iaipgment
and on an on-going basis until recovery or chaifjefdhe loan amount. The determination of impamhinvolves management’s judgment in
the use of market data and third party estimatgarding collateral values. Valuations in the leseimpaired loans and corresponding
impairment affect the level of the reserve for |é@asses.

Impaired customer merchant accounts

Customer merchant accounts are reviewed for imgaitiwhenever events or changes in circumstancésatedhat the carrying value may not
be recoverable. In reviewing for impairment, the'yiag value is compared to the estimated undisteifuture cash flows expected. If such
cash flows are not sufficient to support the assettorded value, an impairment charge is recodrizeeduce the carrying value of the
customer merchant account to its estimated fairezal'he determination of future cash flows as asglthe estimated fair value of customer
merchant accounts involves significant estimatetherpart of management.
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Servicing asset

The estimated fair value of servicing assets isutated by several methods, one of which is byndependent third party using an estimated
cash flow model with observable inputs that afteetprice of an asset/liability. This is considegeldevel 3 valuation by the Company and that
value was $2,903,000 and $2,282,000 as of DeceBihe2009 and 2008, respectively. Such inputs ferfélir valuation of the servicing assets
as of December 31, 2009 and 2008 include:

* Prime Rate- prime rate as of December 31, 2009 and 2
* RiskFree Rate-yield curve on Treasury securities as of DecembefB809 and 200¢

» Macroeconomic Projectior— projections based on Macroeconomic Advi’ Long-Term Economic Outlook published in Janu
2010 and in January 2009. Some of the key driver&&®DP growth, unemployment rates, and interesst

» SBA 7(a) Historical Performance Datathe proprietary prepayment and default modepitated using historical data from 1983
through September 30, 2009, for the 2009 valuatod,through September 30, 2008, for the 2008 tialugor the SBA 7(a)
lending program

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

The estimated fair value of other real-estate owsealculated using observable market informatincluding bids from prospective
purchasers and pricing from similar market trarisastwhere available. The value is generally disted between 20-25% based on market
valuations as well as expenses associated withiegaaur interests. Where bid information is noaiable for a specific property, the valuat
is principally based upon recent transaction prfoesimilar properties that have been sold. Thasaparable properties share comparable
demographic characteristics. Other real estate dusgenerally classified within Level 2 of the wafion hierarchy.

NOTE 4—CREDITS IN LIEU OF CASH:

As discussed in Note 3, the Company adopted fairevaption for financial assets and financial ligigis concurrent with its adoption of fair
value accounting for certain of its assets andliisds. As a result, credits in lieu of cash asdued at fair value as of December 31, 2009 and
2008. Following is a summary of the credits in laficash balance as of December 31, 2009 and 20@Bqusands):

2009 2008
Balance, beginning of ye. $ 70,55¢ $92,78:
Fair value adoption los — (4,019
Add: Income from tax credit accretion (at fair va) 7,83 7,98¢
Less: Deliveries mac (28,902 (18,95¢)
Fair value adjustmel 2,45 (7,239
Balance, end of ye: $ 51,94 $ 70,55¢

NOTE 5—SBA LOANS:

SBA loans are primarily concentrated in the hotel eotel, and restaurant industries, as well agiggiically in Florida. The components of
SBA loans held for investment, net, as of Decen®ie2009 and 2008 are as follows (In thousands):

2009 2008
Gross loans receivab $28,83: $31,94:!
Less: Allowance for loan loss: (3,985 (3,420
Less: Deferred origination fees, t (1,590 (1,617
Total $23,251 $26,91:
The contractual maturities of SBA loans held farestment are as follows (In thousands):
2009 2008
Due in one year or let $ 6 $ 61
Due between one and five yei 2,672 1,417
Due after five year 26,15¢ 30,46¢
Total loans receivable, gro $28,83:  $31,94:
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All loans are priced at the Prime interest ratesgpproximately 2.75% to 3.75%. The only loans aifixed interest rate are defaulted loans of
which the guaranteed portion sold is repurchasaa the secondary market by the SBA, while the urantaed portion of the loans still
remains with the Company. As of December 31, 20@D2008, net SBA loans receivable held for investméth adjustable interest rates
totaled $22,549,000 and $25,948,000, respectively.

For the years ended December 31, 2009 and 2008 ,afmpany funded $16,648,000 and $26,487,000 irslaad sold approximately
$20,558,000 and $14,163,000 of the guaranteedopaofithe loans, respectively. Receivables frorm$osold but not settled of $6,467,000 and
$364,000 as of December 31, 2009 and 2008, respBgtare presented as broker receivable in therapanying consolidated balance sheets.

As of December 31, 2009, $28,719,000 of SBA loargpéedged as collateral against the current audgng balance on the Company’s line of
credit in addition to all other assets of NSBF.

The outstanding balances of loans past due 90atay®re and still accruing interest as of Decen#igr2009 and 2008 totaled $300,000 and
$626,000, respectively.

Loans by industry and geographic concentrationababunted for more than 5% of the outstandingsl@ans receivable held for investment
balance as of December 31, 2009 and 2008 werdlag$qIn thousands):

2009 2008
Industry

Hotels and motel $2,91¢ $ 3,38¢
Restaurant 3,667 4,741
State

Florida $8,02¢ $10,31¢
New York 3,48( 5,28¢
Texas 2,24¢ 4,02¢
Pennsylvanii 772 2,86¢

(*) Amounts shown for comparative purposes and reptesess than 5%

Below is a summary of the activity in the allowariceloan losses for the years ended December(19 and 2008 (In thousands):

2009 2008
Balance, beginning of ye $ 3,42( $ 2,19¢
Provision for loan losse 1,83 2,53(
Loans charge-off (2,409 (2,347
Recoveries 141 41
Balance, end of ye: $ 3,98¢ $ 3,42(

At December 31, 2009 and 2008, total impaired nmrgal loans amounted to $8,324,000 and $5,682r@8pectively. For the years ended
December 31, 2009 and 2008, average balance ofredp@on-accrual loans was $7,773,000 and $5,8801@8pectively. Approximately
$3,022,000 and $2,294,000 of the allowance for loases were allocated against such impaired norualkloans, respectively.

Had interest on these impaired non-accrual loars becrued, such interest would have totaled $891add $443,000 for 2009 and 2008,
respectively. Interest income, which is recogniaadh cash basis, related to the impaired non-allorasas for the years ended December 31,
2009 and 2008, was not material.

In 2009, the Company sold $517,000 of loans preshodlassified as held for investment for aggregaiteeeds of $524,000. Gross realized
gains of $7,000 have been recorded as premium iadoithe accompanying consolidated statements efadipns. Also included in premium
income in 2009 is $27,000 representing the allatptation of the remaining deferred loan originatawsts. The Company did not sell any
loans classified as held for investment in 2008.
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NOTE 6—INVESTMENTS IN QUALIFIED BUSINESSES:

The following table is a summary of investmentduded in Prepaid expenses and other assets omtiseldated balance sheet as of
December 31, 2009, shown separately between thbtrathd equity components, and a summary of tligtgdbr the years ended
December 31, 2009 and 2008 (In thousands):

HELD TO MATURITY DEBT INVESTMENTS

Balance at
Original December 31
Name of Investment Amount 2009 Interest Rate Maturity Date
Bidco Loans (SBA patrticipation: N/A $ 24 Various Various
Autotask 50C 20¢ Prime December 201
AQ2 Technologies, LL( 25C 124 10% October 201(
Forc's Fine Foods, In 24¢€ 137 12% May 2011
Total $ 493
2009 2008
Principal Outstanding, beginning of ye $ 1,621 $ 79¢
Debt investments mac 42¢ 3,50¢
Return of principal, net of recoveri (1,399 (2,6372)
Debt investment written o (1598) (50
Principal Outstanding, end of ye $ 49 $ 1,621
COST INVESTMENTS
Balance at
Original December 31
Name of Investment Amount 2009 Ownership %
Smart Pill 50C 50C <1%
Total $ 50C $ 50C
2009 2008
Total cost investments, beginning of y: $502 $50¢
Cost investments written ¢ 2 —
Return of principa = (7
Total cost investments, end of y« $50C $502

The Company has not guaranteed any obligationesfetlinvestees, and the Company is not otherwisendtted to provide further financial
support for the investees. However, from time-ioetj the Company may decide to provide such additifimancial support which, as of
December 31, 2009 was zero. Should the Companyndieie that impairment exists upon its periodic eswiand it is deemed to be other than
temporary, the Company will write down the recordatle of the asset to its estimated fair valueracdrd a corresponding charge in the
consolidated statements of operations. During 28@9Company recorded a write down of $159,00@vasdebt investments and a cost
investment was deemed impaired upon periodic regiegvis included in other general and administeatiosts in the consolidated statements
of operations. During 2008, the Company recordedlize down of $50,000 as a debt investment was éeempaired upon periodic review
and is included in other general and administrativ&s in the consolidated statements of operations

NOTE 7—SERVICING ASSET:

The Company reviews capitalized servicing rightsifitgpairment. This review is performed based ok sisata, which are determined on a
disaggregated basis given the predominant riskacieristics of the underlying loans. The predomimisk characteristics are loan terms and
year of loan originatior

The following summarizes the activity pertainingsgrvicing assets for the years ended Decemb&0®B, and 2008 (In thousands):

2009 2008

Balance, beginning of ye $2,28: $3,09¢
Servicing assets capitaliz 937 16C
Servicing assets amortiz (789) (977)




Balance, end of ye:

Reserve for impairment of servicing ass

Balance, beginning of ye
Deletions

Balance, end of ye:
Balance, end of ye:

2,43¢ 2,28.
— (381)
— 381

$2,43¢ $2,28:
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For the years ended December 31, 2009, 2008 ark] 286ricing fees received on the Company’s SBA @fginated portfolio totaled
$1,498,000, $1,613,000 and $1,739,000, respectiVély Company also performs servicing functionsoams originated by other SBA lend
The Company does not retain any risk on such gdmsfand earns servicing fees based upon a mutnediptiated fee per loan. The total
servicing fee income recognized for loans serviceathers in 2009, 2008, and 2007 was $126,00653D0 and $210,000, respectively.

The estimated fair value of capitalized serviciigits was $2,436,000 and $2,282,000 at Decembe2(8B and 2008, respectively. The
estimated fair value of servicing assets at Dece@be2009 was determined using a discount rafer®6, weighted average prepayment sp
ranging from 1% to 13%, depending upon certainattaristics of the loan portfolio, weighted averéfgeof 3.4 years, and an average default
rate of 6%. The estimated fair value of servicisgeds at December 31, 2008 was determined usiisg@udt rate of 16.8%, weighted average
prepayment speeds ranging from 1% to 18%, depenging certain characteristics of the loan portfoleighted average life of 3.2 years, i
an average default rate of 5%. The Company us@slapendent valuation specialist to estimate tirevfdue of the servicing asset.

The unpaid principal balances of loans servicedfbers are not included in the accompanying casigld balance sheets. The unpaid
principal balances of loans serviced for othersev42,513,000 and $141,587,000 as of Decemb&089, and 2008, respectively.

NOTE 8—FIXED ASSETS:
The Company’s fixed assets are comprised of tHeviimig at December 31, 2009 and 2008 (In thousands)

2009 2008
Computer and office equipme $ 3,93¢ $ 3,67«
Furniture and fixture 634 55€
Leasehold improvemen 40€ 34¢
Computer software and webs 1,88¢ 1,58¢
Computer servers & storai 9,04: 8,37:

15,90" 14,53¢
Accumulated depreciation and amortizat (12,279 9,47
Net fixed asset $ 3,631 $ 5,067

Depreciation and amortization expense for fixeatstor the years ended December 31, 2009, 2002@0idwas $2,893,000, $3,040,000 and
$2,742,000, respectively.

NOTE 9—GOODWILL AND OTHER INTANGIBLES:
The net carrying value of goodwill as of Decemb®yr 2009 and 2008 by segment is as follows (In thnds):

2009 2008
Electronic Payment Processi $ 3,006 $ 3,00¢
Web hosting 7,20 7,20
Corporate activitie 17¢ 17¢
Small business finance (NBt¢ 1,70¢ 1,70¢
Total goodwill $12,09:  $12,09:
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Other intangible assets as of December 31, 2002@08 are comprised of the following (In thousands)

2009 2008
Customer merchant accoul $ 13,94¢ $ 16,89
Trade name (indefinite livec 55C 55C
Established book of busine — 18¢€
Developed technologie — 46€
Non compete agreemer 18 18
Other — 95

14,517 18,20¢
Accumulated amortizatio (10,299 (12,119
Net intangible asse $ 4,21¢ $ 6,09¢

Customer merchant accounts are being amortizedaoS6rto 66 month period. Other intangibles (exiclgdhe tradename which has an
indefinite life and is subject to impairment revieave being amortized over a period ranging fronial86 months. Total amortization expense
included in the accompanying consolidated statesneinbperations for the years ended December 319,208 and 2007 was $2,171,000,
$3,561,000 and $2,856,000, respectively.

Total expected amortization expense for the nent fiiscal years is as follows (In thousands):

Customet
December 31 Accounts
2010 $ 1,54¢
2011 1,33¢
2012 58€
2013 182
2014 17

$ 3,66¢

Based upon the Compamsyperformance of the impairment tests using thevidue approach of the discounted cash flow mettit@Compan
determined that goodwill was impaired in the am@fr$8980,000 for the year ended December 31, 2808hich $774,000 relates to the Sn
business finance segment and $206,000 relates Bampanys Capco segment and has recorded this charge attiompanying consolidat
statements of operations. The Small business fanaagment goodwill write-down was required in 2@@Bough management has
implemented significant cost saving measures akagsdirought in new management to increase busatddBC because such initiatives had
not yet materialized to a significant level to sapgghe goodwill recorded at the time of acquisiti&or the year ended December 31, 2009, the
Company determined that goodwill was not impaired.

For the years ended December 31, 2009 and 2008 dimpany also determined impairments related touissomer merchant accounts of
$126,000 and $488,000, respectively, and is indudelepreciation and amortization in the accompangonsolidated statements of
operations. For the year ended December 31, 2B8Company determined that its customer merchaougts were not impaired.

NOTE 10—BANK NOTES PAYABLE (LINES OF CREDIT):

Through December 2008, the Company had a $50,00@@&@ior revolving loan with General Electric Capttorp. (“GE”). This facility is

used primarily to originate and warehouse the guesl and unguaranteed portions of loans undesBi#e7(a) loan program and for other
working capital purposes. In October 2008, NSBFeestt into a Third Amendment to its Credit Agreemgith GE that made certain changes
to the terms of the warehouse lending facilityJuding minimum capital base maintenance levelsamanmediate increase to the interest rate
by 50 basis points to LIBOR plus 300 basis poimtge Prime rate plus 75 basis points with an iaseeof an additional 25 basis points on
January 1, 2009 and each quarter thereafter. lemker 2008, NSBF entered into a Fourth Amendmearisént and Waiver to the Credit
Agreement which made certain changes to the tefriteavarehouse lending facility provided to NSBIRese changes included an immediate
reduction in the line to $35,000,000 and a redumatib$1,000,000 every month thereafter commencm§gebruary 1, 2009 through the
termination date, a reduction of the advance ratthe guaranteed portions of SBA 7(a) loans, anddiate increase in the interest rate to the
three month LIBOR plus 400 basis points or the Briate plus 200 basis points, whichever is higlvéh on-going increases of an additional
25 basis points on January 1, 2009 and each qubeezafter. Additionally, a default in one of tireancial covenants of the Credit Agreement
as of September 30, 2008 was waived in connectitintive execution of the Fourth Amendment. In cartioa with the signing of the

F-25



Table of Contents

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Fourth Amendment, NSBF also incurred an approxirfiatiel, 000 write-off of the deferred financing coss$sociated with the GE line. In July
2009, NSBF entered into a Fifth Amendment to itediirAgreement with GE that made certain changeélsederms of the warehouse lending
facility, including an extension of the line thrdulylay 31, 2010, immediate reduction in the lin&1%,000,000, an immediate increase to the
interest rate by 25 basis points to LIBOR plus BaSis points or the Prime rate plus 325 basis poivitichever is higher, with an increase of
an additional 25 basis points on September 1, 20@%ach quarter thereafter, amending the advate®n certain notes receivable and
adjusting certain covenants. The Company is cugré@mdiscussions with another financial institutito refinance this debt.

In February 2007, NBC closed a two year $10,000|D@0of credit with Wells Fargo. In October 2008C entered into a Second
Amendment to its Credit and Security Agreement Witells Fargo that extends the $10,000,000 fadilitthree years to February 2012. This
facility will be used to purchase receivables amdather working capital purposes. As of Decemter2p09, NBC had $1,416,000 outstanding
under the line of credit. The interest rate isaeét.50% or Prime plus 2.50%, whichever is highath interest on the line being paid monthly
arrears and on a minimum outstanding line balaf§2 ®00,000. Under the Second Amendment, once BBEeds $2,000,000 outstanding
under the line of credit, Wells Fargo allows footalternatives for interest rates, the Prime irgierate plus 2.50%, with a minimum of 7.50%
or Base LIBOR plus 3.50%. Total interest expensdHe years ended December 31, 2009, 2008, andwia®approximately $186,000,
$186,000 and $204,000, respectively. The line imtalized by the receivables purchased, as agedlll other assets of the Company. The
interest rate at December 31, 2008 was 7.50%. Tfr@ecember 31, 2009, NBC has capitalized $198y@@@ferred financing costs
attributable to the Wells Fargo line of which $18@) has been amortized. The net balance of $51s0@6luded in other assets in the
accompanying balance sheet. Amortization for treyended December 31, 2009, 2008, and 2007 wa8(ER 464,000 and $61,000,
respectively, and is included in interest expenghé accompanying consolidated statements of ipesa The agreement includes such
financial covenants as minimum tangible net wamimimum quarterly net income and minimum quartesy cash flow.

In October 2007, NTS entered into a Loan and SgcAgreement with Capital One Bank which providesd revolving credit facility of up to
$10,000,000 available to both NTS and the Compfamyg term of two years. The line may be used forking capital and acquisition needs
within the Company’s business lines; loans for &itjans having a five-year repayment term. Theiiest rate is LIBOR plus 2.5%, and the
agreement also includes a quarterly facility feeaddp 25 basis points on the unused portion oR&eolving Credit calculated as of the end of
each calendar quarter. The agreement includesfswitial covenants as a minimum fixed charge cageratio and a maximum funded debt
to EBITDA. NTS capitalized $65,000 of deferred ficing costs attributable to the Capital One linmdhtization for the years ended
December 31, 2009, 2008, and 2007 was $25,0000832nd $8,000, respectively, and is included ergst expense in the accompanying
consolidated statements of operations. In connegtith the loan, on October 19, 2007 Newtek Busir@srvices, Inc. entered into a Guaranty
of Payment and Performance with Capital One Bamnkeariered into a Pledge Agreement with Capital Bewek pledging all NTS stock as
collateral. In October 2009, the $2.5 million bavex under the Capital One line of credit convetted three year term loan with a level
principal repayment. As of December 31, 2009 ar@B262,361,000 and $2,500,000 of the note wasandsig, respectively. Total interest
expense for the year ended December 31, 2009, 20882007 was approximately $99,000, $51,000 ar@DH6respectively.

NOTE 11—NOTES PAYABLE IN CREDITS IN LIEU OF CASH:
Each Capco has separate contractual arrangemehttheiCertified Investors obligating the Capcontake payments on the Notes.

At the time the Capcos obtained the proceeds framssuance of the Notes, Capco warrants or Compamynon shares to the Certified
Investors, the proceeds were deposited into esaomwunts which required that the insurance corgtfaetconcurrently and simultaneously
purchased from the insurer before the remainingg®ds could be released to and utilized by the €dpte Capco Note agreements requir

a condition precedent to the funding of the Nokes insurance be purchased to cover the risks iassdavith the operation of the Capco. This
insurance is purchased from Chartis Specialty brsee Company and National Union Fire Insurance Gompf Pittsburgh, both subsidiaries
of Chartis, Inc. (Chartis), an international ingu@hartis and these subsidiaries are “A+, negatiateh” credit rated by Standard & Poor’s. In
order to comply with this condition precedent te thnding, the Notes closing is structured as fedio(1) the Certified Investors wire the
proceeds from the Notes issuance directly intosanosv account; (2) the escrow agent, pursuantada@efuirements under the Note and escrow
agreement, automatically and simultaneously fuhdgurchase of the insurance contract from thegeas received. The Notes offering car
close without the purchase of the insurance, aadCtipcos are not entitled to the use and benetfiteofiet proceeds received until the escrow
agent has completed the payment for the insurdsreer the terms of this insurance, the insurerrste primary obligation to repay the
Certified Investors a substantial portion of thétdes well as to make compensatory payments ievbat of a loss of the availability of the
related tax credits. The Coverage A portion of ¢hesntracts makes the insurer primarily obligatadaf portion of the liability.
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The Capcos, however, are secondarily, or contimgédigble for such payments. The Capco, as a s#ayrnobligor, must assess whether it
contingency to record on the date of issuance ardey reporting date thereafter until the insumakes all their required payments. At
December 31, 2009, management has concluded thhkétfihood of the Capcos becoming primarily lieibr the payments required to be
made by the insurer under Coverage A on the Netemniote (i.e., the insurer failing to make paymédrecause the insurer, a subsidiary of a
major multi-national insurance company, has a dapaying ability having the rating “A+, negativetala,” the highest available. The
contingent obligation (the portion incurred by thsurer due to the purchase of the insurance) bristcorded at fair value, which the
Company has assessed at zero at December 31, 202D@8.

The Coverage B portion of these contracts providethe payment of cash in lieu of tax creditshie event the Capco becomes decertified.
Capcos remain primarily liable for the requiremtntleliver tax credits (or make cash paymentsen 6f tax credits not delivered).

The Capcos are primarily liable for the portiortted obligation not covered by the Coverage A partibthe insurance contracts. This liability
has been recorded as notes payable in creditsuroficash, representing the present value of &peds’ total liability it must pay to the
Certified Investors. Such amount will be increabgan accretion of interest expense during the tfrthe Notes and will decrease as the
Capcos pay interest by delivering the tax creditpaying cash.

As discussed in Note 3, the Company adopted féirevaption for financial assets and liabilities corrent with its adoption fair value
accounting effective January 1, 2008 for valuingedmayable in lieu of cash with the exception dfsWire Advisers, LLC. Following is a
summary of activity of Notes payable in creditdiéu of cash balance for the years ended Decenthe29 and 2008 (In thousands):

2009 2008
Balance, beginning of ye. $ 70,55¢ $ 79,08t
Fair value option adoption lo: — 8,85¢
Add: Accretion of interest expen 7,292 10,03:
Less: Deliveries of tax credi (28,902 (18,57
Fair value adjustmel 2,99¢ (8,839
Balance, end of ye: $51,94° $ 70,55¢

Under the Note agreements, no interest is paithéyCtapcos in cash provided that the Certified ltoregeceive the uninterrupted use of the
credits. The Certified Investors acknowledge, m ifote agreements, that the insurer is primar#gpoasible for making the scheduled cash
payments as provided in the Notes.

NOTE 12—NONCONTROLLING INTEREST:

The noncontrolling interest held by the investéeshe form of warrants entitle the holders to fase, for a $0.01 exercise price, an interest in
a Capco or Capco fund. The values ascribed to #reawts issued to the Certified Investors and tisarer have been recorded as
noncontrolling interests. In addition, certain nontolling interests have already been acquirecthimority shareholders. A portion of the inii
proceeds received from the Certified Investordlécated to the warrants using a discounted cash fhethod. The following is the aggregate
percentage interest of the noncontrolling sharedrslch each respective Capco or Capco fund as oébker 31, 2009 and 2008 (In
thousands):

Capco or Capco Fund % Interest 2009 2008
WP, Florida 5.74% $ 39¢ $ 39¢
WI, Wisconsin 2.48% — 192
WLA, Louisiana 10.9¢% 38 11C
WNY II, New York 18.0(% 122 17&
WLPII, Louisiana (a Capco funt 4.5(% 6 1C
WNY I, New York 6.9(% 32t 427
WAP, Alabame 0.1(% 3 3
Total Capcc 892 1,31¢
WNYIV, New York — 1,00( 1,00(
Other — (277) (7)
Total $1,61¢ $2,30¢
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In October 2009, WI was dissolved. As a result Viksets, including its ownership in NMS-WI, werstdbuted to the Company and the
noncontrolling interest owners according to thergentage ownership. The excess in book valueeafitimcontrolling interest in WI, prior to
the distribution of its assets, over the resultiogcontrolling interest in NMS-WI, post the distrtion of the WI assets, was recorded as an
equity transaction reducing additional paid-in ¢talgby $191,000.

In December 2009, the Company purchased the nomtiarg interests in two consolidated variable netst entities of the Company and
recorded the purchases as equity transactions.rédsu#t, the excess of the value of the purchaise prver the noncontrolling interest balanc
the date of purchase, or $522,000, was recordaddisonal paid-in capital.

The $1,000,000 of noncontrolling interest under WWYelates to NBC, a subsidiary of WNYIV, which hadnverted $1,000,000 of debt
payable to Exponential of New York, LLC, a relafetty, to preferred stock in 2007. The Company daxbunted for this issuance of prefel
stock of a subsidiary as an increase to its nomelhing interest and is included in the accompagyionsolidated balance sheets as of
December 31, 2009 and 2008.

NOTE 13—COMMITMENTS AND CONTINGENCIES:

Operating and Employment Commitments
The Company leases office space and other offio@atent in several states under operating leasseagnts which expire at various dates
through 2017. Those office space leases whichcammbre than one year generally contain sched@etincreases or escalation clauses.

The following summarizes the Company’s obligatiang commitments, as of December 31, 2009, for éutinimum cash payments required
under operating lease and employment agreementisofiisands):

Operating Employment

Year Leases * Agreements Total

2010 $ 3,89( $ 911 $ 4,801
2011 3,85¢ — 3,85¢
2012 3,39( — 3,39(
2013 2,61¢ — 2,61¢
2014 1,79¢ — 1,79¢
Thereaftel 1,10t — 1,10t
Total $16,65¢ $ 911 $17,56¢

* Minimum payments have not been reduced by minimulnhesise rentals of $2,178,000 due in the futureundncancelable subleas
Rent expense for 2009, 2008 and 2007 was approaiynd8,023,000, $2,995,000 and $2,903,000, respdyti

Under the terms of a service agreement betweenetsal Processing Services of WI (d/b/a Newtek Mantisolutions of WI, “NMS-WI"), its
merchant processor and a sponsoring bank, NMS-Vehjsired to pay minimum fees during each 12-m@ettiod, as defined in the service
agreement, to the merchant processor and spondmairig The minimum fees under a similar contradctviended November 30, 2009 were
met by NMS-WI. The minimum fees for the 12-monthipé ending November 30, 2010 are to be equal teaat $1.5 million and in future
years equal to at least 95% of the fees paid duhiegreceding >-month period or $1.5 million, which ever amoungieater. The Company
estimates that its fee payments under the agreemére normal course of its business will mee¢xezeed the minimum required amount to be
paid for the 12-month period ending November 304,20

Legal Matters

During the normal course of business, the Companyita subsidiaries are parties to various legahtd. Management has reviewed all legal
claims against the Company with counsel and hantako consideration the views of such counselpdke outcome of the claims. In
management’s opinion, final disposition of all swtéims will not have a material adverse effecttmresults of operations, cash flows or
financial position of the Company.
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NOTE 14—COMMON STOCK

Pursuant to the terms of the Company’s directarsigensation program, during the year ended DeceB1het007, Newtek issued an
aggregate of 125,000 unregistered common sharesitabers of the board of directors, valued at $13¥,The fair market values of these
grants were determined using the average of thed#ie of the common shares for the previous tinaméing days at each grant date.

On January 26, 2007, in connection with a legdlesaent, the Company issued 171,795 shares vaiuk®#d,000 to a former employee. Of
171,795 shares issued, 86,290 shares were redisteder the Company’s 2003 Plan and 85,505 shazes unregistered. The fair market
value was determined using the fair value of thaeulying common stock at the date of the stiputatib settlement.

Additionally, in 2004 two officers of the Companigeted to receive their bonus, aggregating $325,88@eferred compensation. In
connection with such agreement, the compensatiantevbe delivered in the form of Company stock iarbh 2007. The number of shares
reserved for issuance based on the market valtred@@ompany’s stock at the time the compensatianapproved was 72,394. On March 30,
2007, the Company issued these 72,394 shares ghooratock under the Company’s 2000 Plan. Thesestead a fair market value of
$177,000 at the time of issuance and were issuegliance on Section 4(2) of the Securities Ac1883, as amended.

NOTE 15—WARRANTS:

In March 2008, a warrant was granted to purchage0B0shares of the Company’s common stock to agenfiorming investor relations for the
Company. The warrant vested in September 2008anmitbxercise price of $2.00 and expires in MarctB82@t the vesting date, the warrant
was valued at $12,000. The compensation cost #smbben charged to operations for this warrarnth®year ended December 31, 2008 was
$12,000 and is included in other operating costhénaccompanying consolidated statements of dpagatThe fair value of each warrant
award is estimated on the date of grant using ekB&choles option valuation model that uses theighg assumptions: 10 year expected life,
risk-free interest rate of 3.45% and expected iujabf the Company’s stock of 63.76%. Expectedatitities are based on the historical
volatility of the Company’s stock and other factorie risk-free rate for periods during the expédife of the warrant is based on the U.S.
Treasury yield curve in effect at the time of grairite expected term was determined based on theactural term of the warrant. In accorda
with EITF 96-18, the Company adjusted the valuthefwarrant to fair value at each measurementttategh the date of vesting, which was
September 15, 2008.

NOTE 16—TREASURY STOCK

Shares of common stock repurchased by us are estatccost as treasury stock and result in a remuof equity in our Consolidated Balance
Sheet. From time-to-time, treasury shares may issued as part of our stock-based compensatiomgreg When shares are reissued, we use
the weighted average cost method for determinirsg. dde difference between the cost of the shardgtee issuance price is added or dedt
from additional contributed capital.

In March 2006, the Newtek Board of Directors addm@estock buy-back program authorizing managenweanter the market to qgirchase u
to 1,000,000 of the Company’s common shares. A3agember 31, 2009, the Company has purchased at®36,008 treasury shares under
that authorization. In addition, 472,814 shares wexe held by an affiliate were issued to the Canypas settlement of an outstanding liability.

NOTE 17—LOSS PER SHARE:

Basic loss per share is computed based on the teéigiverage number of common shares outstanditiggdiine period. The dilutive effect of
common share equivalents is included in the caticulaf diluted loss per share only when the effe#dheir inclusion would be dilutive (In
thousands, except for per share data).

YEAR ENDED DECEMBER 31,

The calculations of Net Loss Per Share were: 2009 2008 2007
Numerator:
Numerator for basic and diluted E—loss from continuing operatiol $ (429 $(10,469) $(10,729)
Numerator for basic and diluted E—loss from discontinued operatio — — (490)
Numerator for basic and diluted E—loss available to common

stockholders $ (429 $(10,467) $(11,219
Denominator
Denominator for basic and diluted E—weighted average shar 35,64 35,73¢ 35,811
Net loss per share from continuing operations: Basd dilutec $ (0.0 $ (0.29 $ (0.30
Net loss per share from discontinued operationsidBand dilutec — — (0.01)
Net loss per share: Basic and dilu $ (0.0 $ (0.29) $ (0.3))
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The amount of anti-dilutive shares/units excludeaf above is as follows (in thousands):

YEAR ENDED DECEMBER 31,

2009 2008 2007
Stock options 1,48¢ 1,761 57¢
Warrants 262 262 212
Contingently issuable shar 83 394 474

NOTE 18—INCOME FROM TAX CREDITS:

Each Capco has a contractual arrangement withteydar state or jurisdiction that legally entitltse Capco to earn and deliver tax credits
(ranging from 4% to 11% per year) from the statgigsdiction upon satisfying certain criteria.fiacal 2009, 2008 and 2007, the Company
recognized income from tax credits resulting frdra &ccretion of the discount attributable to teedds earned in prior years. As the tax credits
are delivered to the Certified Investors, the aba&ince is offset against notes payable in crédiisu of cash. As discussed in Note 3, the
Company adopted fair value accounting concurrenitly the adoption of fair value option for financ&ssets and financial liabilities on
January 1, 2008 to value its credits in lieu ofhchalance. As a result, the income from tax craditetion for the year ended December 31,
2009 has been valued at fair value. The total irenom tax credits recognized in revenues in thresobdated statement of operations was
$7,837,000, $7,988,000 and $5,314,000 for the yeadled December 31, 2009, 2008 and 2007.

NOTE 19—INCOME TAXES:
(Benefit) provision for income taxes for the yeangled December 31, 2009, 2008 and 2007 is as ®{bwthousands):

2009 2008 2007
Current:

Federal $ (492 $ 334 $ 36
State and loce (236 59¢ 164
(729 93z 20C

Deferred:
Federal (1,58%) (2,53¢€) (5,81%)
State and loce (280 (447) (1,02¢€)
(1,865 (2,987 (6,849
Total benefit for income taxe $(2,599 $(2,050) $(6,647)

The (benefit) provision for income taxes is incldde the Company’s consolidated statements of dipaisas follows (In thousands):

2009 2008 2007

Continuing operation $(2,597) $(2,050) $(6,375)
Discontinued operatior — — (26§)
Total benefit for income taxe $(2,597) $(2,050) $(6,64%)
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A reconciliation of income taxes computed at th8.Uederal statutory income tax rate (34%) to thedfit for income taxes for the years en
December 31, 2009, 2008 and 2007 is as followgh@nsands):

2009 2008 2007

Benefit Benefit Benefit
Benefit for income taxes at U.S. federal statutatg of 34% $(1,36)) $(4,447) $(5,95¢€)
State and local taxes, net of federal ber (409) (52 (937
Permanent difference 18¢ 11€ (52)
Deferred tax asset valuation allowance (decreasegase (990) 2,28z 47¢
Other (27 45 91
Total benefit for income taxe $(2,599 $(2,050 $(6,375)

The deferred tax asset valuation allowance incrga2807 and 2008 excludes the impact of the ridterdntial on a subsidiary that was not
included in the consolidated tax group. In 2008 207, that impact was a benefit of $518,000 ara®ER0, respectively. During the last
quarter of 2009, the direct ownership by Newtekhat subsidiary increased to an amount greaterdfginty percent and therefore is included
in the consolidated tax group for 2009. In 2008, @ompany determined certain losses that previdwsiybeen valued at zero will be utilized
against current and future tax profits of the Comypand therefore released a valuation allowanegeelto those previously reserved assets.

Deferred tax assets and liabilities consisted effthlowing at December 31, 2009 and 2008 (In thods):

2009 2008
Deferred tax asset
Net operating losses, passive and capital Ic $ 16,12¢ $ 20,81(
Prepaid insuranc 2,21¢ 3,23¢
Loan loss reserve 32z 387
Flow through of deferred items from investmentguralified businesse 71€ 1,35¢
Deferred compensatic 257 22%
Book / tax gains on investmer 27 751
Interest payable in credits in lieu of ce 2,64¢ 2,31(
Depreciation and amortizatic 1,71z 1,052
Other 1,01¢ 1,12¢
Total deferred tax assets before valuation allow: 25,04¢ 31,25
Less: Valuation allowanc (5,809 (5,349
Total deferred tax asse 19,24« 25,90¢
Deferred tax liabilities
Credits in lieu of cas (22,87¢%) (31,259
Net deferred tax liabilit $ (3,639 $ (5,349

As of December 31, 2009, the Company had net dpgritsses of approximately $21,737,000 which tébin to expire in 2020, $16,260,000
of passive losses, which will never expire, and6%,000 of capital losses which will begin expiring2009.

Realization of the deferred tax assets is deperategenerating sufficient taxable income in futyears. The Company has a valuation
allowance against approximately $3,833,000 on afgrded tax assets attributable to NSBF in 2009280@8. As a result of a change in NSBF
ownership effective November 1, 2008, NSBF begarsolidating for tax purposes with Newtek and therefany losses as of that date and
going forward, can be used or carried forward byté& and the consolidated tax group. As a resoliaiuation allowance was required
against the NSBF deferred tax assets in 2009. Timep@ny also has a valuation allowance of approxm&966,000 and $682,000 of net
deferred tax assets attributable to NBC at Dece®bg2009 and 2008, respectively. During 2008 Gbepany had established a valuation
allowance due to management’s assessment of fleatidin of losses in certain subsidiaries of apprately $828,000; based on a change in
estimate, the Company released the valuation afloevan 2009 as it is more likely than not that @@mpany will benefit from those losses in
current and future years. The Company ultimatelieles it will utilize the NSBF and NBC NOLs, butrcently there is not subjective
evidence to allow the Company to do so.
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The Company also established a valuation allowahepproximately $548,000 on capital losses that@Gbmpany does not anticipate it will
likely to use to offset future capital gains, amdaalditional valuation allowance of $457,000 redatethe flow through of deferred items from
investments in qualified businesses. This valuatibmwance was related to book/tax basis differerthat will eventually create a capital loss
for the Company when ultimately settled. Since @pdsses can only be carried forward five yeauds the Company does not anticipate it will
generate capital gains to offset those losses gitine current and future periods, a valuation adioge was established.

In connection with its acquisition of Comcap Holgn(*Comcap”) on December 31, 2002, the Companyieed net operating loss
carryforwards of approximately $8,700,000 whichihezxpiring in 2020. In connection with the relafmarchase accounting, the Company
established a valuation allowance for the full amtmf the related net deferred tax asset acquied NSBF as management has determined
that it its uncertain as to whether such assetheilltilized in the future. Pursuant to Section 88the Internal Revenue Code, NSBF
experienced an ownership change on December 32,&060e end of the business day. NSBF is therefaogect to an annual limitation of
approximately $255,000 on deductions for NOL canmyfards. As of December 31, 2009, approximately2$80d0 of the Section 382 losses
been utilized.

The Company analyzed its tax positions taken oin Fesleral and State tax returns for the open &ty 2006, 2007 and 2008. The Company
used three levels of analysis in determining whredimg uncertainties existed with respect to thessitipns. The first level consisted of an
analysis of the technical merits of the positioastpadministrative practices and precedents, ingusrms and historical audit outcome. The
second level of analysis was used to determirteeittireshold (more than 50%) was met for the tangfiposition. The third level of analysis
consisted of determining the probable outcome d@neas determined that the threshold was met fertéx filing position. Based on our
analysis, the Company determined that there wetengertain tax positions and that the Company shprdvail upon examination by the
taxing authorities.

The Company’s operations have been extended to jottiedictions. This extension involves dealingwiincertainties and judgments in the
application of tax regulations in these jurisdinBoThe final resolution of any tax liabilities atependent upon factors including negotiations
with taxing authorities in these jurisdictions aedolution of disputes arising from federal, statd local tax audits. The Company recognizes
potential liabilities associated with anticipatea awudit issues that may arise during an examinaliterest and penalties that are anticipated to
be due upon examination are recognized as aconteré st and other liabilities with an offset toeirgst and other expense. The Company
determined that there were no uncertainties wispeet to the application of tax regulations in éhsisdictions.

NOTE 20—BENEFIT PLANS:
Defined Contribution Plan

The Company’s employees participate in a definedridmution 401(k) plan (the “Plan”) adopted in 2004ich covers substantially all
employees based on eligibility. The Plan is degigimeencourage savings on the part of eligible egg#s and qualifies under Section 401(l
the Internal Revenue Code. Under the Plan, eligihiployees may elect to have a portion of their, paluding overtime and bonuses, redL
each pay period, as pre-tax contributions up tartagimum allowed by law. The Company may elect &tkena matching contribution equal to
a specified percentage of the participant’s contiiim, on their behalf as a pre-tax contributioar the years ended December 31, 2009 and
2008, the Company matched 50% of the first 2% gflegee contributions.

NOTE 21—RELATED PARTY TRANSACTIONS:

During the years ended December 31, 2009, 20082@0d, the Company provided merchant processing tmmpany who has a board
member that also is a former board member of theg2my. Total revenue for the years 2009, 2008 @0d 2vere approximately $6,000,
$16,000 and $26,000, respectively. In addition,Goenpany recorded a receivable for the years ebégegmber 31, 2009 and 2008 in the
amount of $0 and $1,000, respectively.

During the year ended December 31, 2009, 20082a60d, the Company provided merchant processing tmmpany controlled by the father-
in-law of a major shareholder and former Presidetth@®fCompany, in the approximate amount of $38,88Q,000 and $234,000, respectivi
In addition, the Company recorded a receivabléHeryears ended December 31, 2009 and 2008 imtbara of $2,000 and $6,000,
respectively.

A major shareholder of the Company earns grosduakpayments on merchant processing revenue teajen for the Company, a portion of
which is then paid to his support staff for thdfods. During the years ended December 31, 20@2808, the Company paid him gross
residuals of approximately $532,000 and $99,00heetively.
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During the year ended December 31, 2007, the Coynpsed remote deposit capture services (“RDC” ses)iby a Company whose owner is
the brother-in-law of the former President and GE©ne of the Company’s subsidiaries, NBC. Theltexpense for the year ended
December 31, 2007 was $17,000.

The Company may also, from time to time, providsibess services to family members or executivéb@ompany. These transactions are
conducted at arm’s length and do not representtariabportion of the Company’s revenues.

NOTE 22—STOCK OPTIONS AND RESTRICTED STOCK GRANTED TO EMPLOYEES:

As of December 31, 2009, the Company had two shased compensation plans, which are described b&losvcompensation cost that has
been charged against operations for those plan$%2%000, $264,000 and $258,000 for the yearsceDeéeember 31, 2009, 2008 and 2007,
respectively, and is included in salaries and henigf the accompanying consolidated statementgpefations.

The Newtek Business Services, Inc. 2000 Stock lineeand Deferred Compensation Plan, as amendesl; 2000 Plan”) currently provides
for the issuance of awards of restricted shareggdo a maximum of 4,250,000 common shares to @&mepk and noemployees. The issuar
of options under this Plan expired on Decembe2809. All restricted shares or previously grantptiams are issued at the fair market value
on the date of grant. Options issued generally laavaximum term that ranges from 2 to 10 yearsvasting provisions that range from 0 to 3
years. As of December 31, 2009, there are 1,62&0Bafkes available for future grant under this

The Newtek Business Services, Inc. 2003 Stock lineeiPlan, as amended, (the “2003 Plan”) currepttwides for the issuance of awards of
restricted shares or options for up to a maximurh,0800,000 common shares to employees and non-gagdoAll restricted shares or options
are issued at the fair market value on the dagganit. Options issued generally have a maximum thatiranges from 2 to 10 years and ve:
provisions that range from 0O to 3 years. As of Delger 31, 2009, there are 632,000 shares availabfetire grant under this plan.

A summary of stock option activity under the 200@ 2003 Plans as of December 31, 2009 and changeg dhe year then ended are
presented below:

Weighted Average Aggregate
Weighted Average Intrinsic Value
Shares Remaining Term
Stock Options (In thousands’ Exercise Price (In years) (In thousands)
Outstandin—December 31, 200 1,761 $ 2.3C
Granted — —
Exercisec — —
Cancellec (327) 1.87
Outstandin—December 31, 200 1,43¢ $ 2.4C 6.11 $ —
Exercisabl—December 31, 200 804 $ 3.11 4.32 $ —

There were 1,028,000 options granted during 20@8aere were no options granted during the yeads@ecember 31, 2007 and 2009.

As of December 31, 2009, there was $55,000 of totecognized compensation costs related to noedehare-based compensation
arrangements granted under the 2000 and 2003 Hlaascost is expected to be recognized ratabbyutjin July 2010.

In March 2008, Newtek granted its six independématiors an aggregate of 197,434 options valu&8at000. Option awards are granted with
an exercise price equal to the market price ofdbmpany’s stock at the date of grant. The optias immediately and expire 10 years from
the date of grant. The fair value of each optiom@s estimated on the date of grant using a B&atholes option valuation model that use:
following assumptions: 5 year expected life, riskefinterest rate of 2.51% and expected volatilitthe Companys stock of 53.48%. Expect
volatilities are based on the historical volatilifthe Company’s stock and other factors. The-fiisk rate for periods during the expected life
of the option is based on the U.S. Treasury yialde in effect at the time of grant. Expected tevas determined using the simplified method.

In May 2008, Newtek granted certain of its empleyar aggregate of 710,000 options valued at $369@ption awards were granted with an
exercise price of $1.50 which exceeded the manket pf the Company’s stock at the date of grahe dptions vest on the second anniversary
of date of grant and expire 10 years from the daggant. The fair value of each option award wstieated on the date of grant using a Black-
Scholes option valuation model that used the fdtgw
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assumptions: 6 year expected life, risk-free irgerate of 3.10% and expected volatility of the @amy’s stock of 53.98%. Expected
volatilities are based on the historical volatilifthe Company’s stock and other factors. The-fiisk rate for periods during the expected life
of the option is based on the U.S. Treasury yialde in effect at the time of grant. Expected tevas determined using the simplified
method. Compensation cost charged to operatioosrinection with such grant was $119,000 and $97@0the years ended December 31,
2009 and 2008, respectively.

In July 2008, Newtek granted certain employeesgamegate of 120,000 options valued at $42,000.ddm@ivards were granted with an
exercise price of $1.50 which exceeded the manket pf the Company’s stock at the date of grahe dptions vest on the second anniversary
of date of grant and expire 10 years from the daggant. The fair value of each option award wstieated on the date of grant using a Black-
Scholes option valuation model that used the falhgwassumptions: 6 year expected life, risk-freeriest rate of 3.20% and expected volatility
of the Company'’s stock of 54.66%. Expected votasi are based on the historical volatility of @@mpany’s stock and other factors. The risk-
free rate for periods during the expected lifehaf option is based on the U.S. Treasury yield cimedfect at the time of grant. Expected term
was determined using the simplified method. Comatimis cost charged to operations in connection suith grant was $9,000 and $8,000 for
the years ended December 31, 2009 and 2008, resgect

In connection with the CrystalTech acquisition 002, the Company granted 69,444 shares of regtracimmmon stock to employees with
vesting periods ranging from 12 to 36 months amdstiares forfeitable upon early voluntary or inntéury termination of the employee. Upon
vesting, the grantee will receive one share of comstock for each unit vested. On the date of gtaetCompany had recorded unearned
compensation of $252,000 measured by the fair nhaekdae of the underlying share on the grant datéch was $3.63. The Company charged
$5,000 to operations in 2007 in connection withwasting period associated with this grant.

During the year ended 2006, Newtek granted fiveleyges an aggregate of 105,000 shares of restisttett valued at $207,000. The grants
vest between one and two years. The fair marketegabf these grants were determined using thediie of the common shares at the grant
date. The restricted shares are forfeitable updg ealuntary or involuntary termination of the elapee. Upon vesting, the grantee will rece
one common share for each restricted share veBtedCompany charged $90,000 to operations in 20@8mnection with the vesting period
associated with these grants.

During the year ended 2007, Newtek granted seveiioymes an aggregate of 122,000 shares of restrstoek and one officer 10,121 shares
of restricted stock aggregating $225,000. Of thebsres, 64,000 restricted shares vested immedetelyhe remaining 68,000 restricted sh
vest between 12 and 29 months. The fair marketegaddi these grants were determined using the &hilevof the common shares at the grant
date. The restricted shares are forfeitable updg @aluntary or involuntary termination of the elapee. Upon vesting, the grantee will rece
one common share for each restricted share veBtedCompany charged $163,000 in 2007 in connegtitinthe vesting period associated
with these grants.

In connection with restricted stock grants in 20/, Company issued 6,668 shares to two employeebd year ended December 31, 2009
and 38,109 shares to three employees for the yelmdeDecember 31, 2008. The allocated portionefé¢lated compensation costs associated
with these grants was $4,000 and $30,000 for thesyended December 31, 2009 and 2008, respectively.

A summary of the status of Newtek’s non-vestediast shares as of December 31, 2009 and changegdhe year then ended is presented
below:

Weighted

Average
Number of Grant Date

Shares

Non-vested Restricted Share (in thousands’ Fair Value
Non-veste—December 31, 200 10 $ 2.4cC
Granted — $ —
Vested and issue (10 $ 2.1
Forfeited — $ —

Non-veste—December 31, 200 — _
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NOTE 23—SEGMENT REPORTING:

Operating segments are organized internally prignhsi the type of services provided. The Company &ggregated similar operating segm
into six reportable segments: Electronic paymeatgssing, Web hosting, Small business financeothiér, Corporate and Capcos.

Effective in the first quarter of 2008, the Compangde certain changes to its segment reportingote mccurately portray the operation of its
businesses. For all segments other than Corpangecompany expenses are now charged to the @ifee service with a resulting reductior
expense for the provider of the service; no revésuecorded. Previously the provider showed theage. This change will better match
expenses to the revenues generated by a segmendition, the Company moved two finance-relatesiriesses from it's All other segment to
the Small business finance segment and renamadtit $he new name better characterizes the fingrsgrvices provided by the segment: the
entities consolidated into the segment provide kraatl medium-sized businesses with loans of vartgpes including SBA 7(a) loans as well
as receivables financing and earn fees for sewyidans for other lenders. Segment reporting ferdirrent and previous periods reflect these
changes.

The Electronic payment processing segment is eegeae of credit card transactions, as well as &eter of credit card and check approval
services to the small- and mediwgized business market. Expenses include direcs ¢osfuded in a separate line captioned electrpaignen
processing costs), professional fees, salariebandfits, and other general and administrativescaditof which are included in the respective
caption on the condensed consolidated statemefgenétions.

The Web hosting segment consists of NTS, acquiredliy 2004. NTS'’s revenues are derived primarityrf web hosting services and consist
of web hosting and set up fees. NTS generates sgpesuch as professional fees, payroll and bepafitsdepreciation and amortization, wt
are included in the respective caption on the apamying condensed consolidated statements of apesats well as licenses and fees, rent,
and general office expenses, all of which are ihetliin other general and administrative costsérréispective caption on the condensed
consolidated statements of operations.

The Small business finance segment consists ofI8usiness Lending, Inc., a lender that primariigmates, sells and services government
guaranteed SBA 7(a) loans to qualifying small besges through its licensed SBA lender; the Texai$edthne Group which manages the
Company’s Texas Capco and closes loans; and NBEhwitbvides accounts receivable financing, billamgl accounts receivable maintenance
services to businesses. NSBF generates revenurséles of loans, servicing income for those logatained to service by NSBF and interest
income earned on the loans themselves. The lersharates expenses for interest, professional $aémjes and benefits, depreciation and
amortization, and provision for loan losses, alliich are included in the respective caption andbndensed consolidated statements of
operations. NSBF also has expenses such as loavergexpenses, loan processing costs, and otpensgs that are all included in the other
general and administrative costs caption on theleesed consolidated statements of operations.

The All Other segment includes revenues and exggmdmarily from qualified businesses that receiiragstments made through the
Company’s Capcos which cannot be aggregated whiter @perating segments. The two largest entitiésérsegment are Newtek Insurance
Agency, LLC, an insurance sales operation, andrigagsi Connect, LLC, a provider of sales and procgss®rvices.

Corporate activities represent revenue and expeares|ocated to our segments. Revenue includesaist income and management fees
earned from Capcos (and included in expenses iC#dpeo segment). Expenses primarily include cotparperations related to broad-based
sales and marketing, legal, finance, informatiaht®logy, corporate development and additionalscassociated with administering the
Capcos.

The Capco segment, which consists of the 13 Capgergrates nonash income from tax credits, interest income adsgfrom investments
qualified businesses which are included in otheotine. Expenses primarily include non-cash inteaedtinsurance expense, management fees
paid to Newtek (and included in the Corporate #t@is revenues), legal, and auditing fees and f8®sen investments in qualified businesses.
Management has considered the following charatiesiszhen making its determination of its operatamgl 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
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» the nature of the regulatory environment (for exEmnpanking, insurance, or public utilitie
The accounting policies of the segments are theesenthose described in the summary of signifisaobunting policies.
The following table presents the Company’s segrivdatmation for the years ended December 31, 20008 and 2007 and total assets as of

December 31, 2009 and 2008 (In thousands):

(In thousands)

For the year For the year For the year
ended ended ended
December 31 December 31 December 31
2009 2008 2007
Third Party Revenue
Electronic payment processi $ 69,68¢ $ 63,35¢ $ 54,96¢
Web hosting 18,85¢ 18,08¢ 16,23}
Small business financ 7,30¢ 7,35:% 11,85)
Capcos 7,98: 8,54: 6,47
All Other 2,41 2,07t 3,76:
Corporate activitie 3,21( 5,831 4,052
Total reportable segments 109,46( 105,24t 97,35¢
Eliminations (3,749 (6,367) (4,52(0)
Consolidated Total $ 105,71: $ 98,88t $ 92,83t
Inter Segment Revenuge
Electronic payment processi $ 204 $ 87 $ 13C
Web hosting 36€ 182 16€
Small business financ 89 863 54
Capca 1,874 1,871 2,15:
All Other 562 804 1,34(
Corporate activitie 1,85¢ 2,031 2,01¢
Total reportable segments 4,95 5,84¢ 5,85¢
Eliminations (4,957) (5,849 (5,859)
Consolidated Tote $ — $ — $ —
Income (loss) before income taxes and discontinut
operations
Electronic payment processi $ 4,35% $ 4,33 $ 2,632
Web hosting 3,92t 3,33t 2,76(
Small business financ (2,295 (6,14¢) (47¢)
Capca (3,677) (7,28)) (13,569
All Other (36¢€) (1,99%) (257)
Corporate activitie (5,940 (5,319 (8,609)
Total reportable segments (4,002) (13,069 (17,519
Eliminations — — —
Totals $  (4,007) $ (13,069 $ (17,519
Depreciation and Amortization
Electronic payment processi $ 1,75¢ $ 2,72¢ $ 1,961
Web hosting 2,57¢ 3,23( 3,03:
Small business financ 931 1,12¢ 1,12¢
Capca 20 44 40
All Other 13C 95 18C
Corporate activitie 437 371 26C
Totals $ 584 $ 7,59 $ 6,59¢
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Interest (income) expense, ne
Electronic payment processi
Web hosting
Small business financ
Capco
All Other
Corporate activitie
Consolidated total

Identifiable assets
Electronic payment processi
Web hostincg
Small business financ
Capco
All Other
Corporate activitie
Consolidated total

NOTE 24—QUARTERLY INFORMATION (UNAUDITED):

The following table sets forth certain unauditedslidated quarterly statement of operations data the eight quarters ended December 31,
2009. This information is unaudited, but in therdph of management, it has been prepared subdbpmtiathe same basis as the audited

For the year For the year For the year
ended ended ended
December 31 December 31 December 31
2009 2008 2007

$ (32 $ (78) $ (199

111 59 307

(18) (537) (1,027

8,631 8,247 10,86¢

(50) (159) (657)

(32) 5 7

$  861¢ $ 753 $  9,30¢
$ 12,29 $ 15,43
12,38: 14,08(
43,10¢ 48,36
59,67¢ 81,07«
5,12¢ 7,51¢
3,497 3,06t
$ 136,08: $ 169,52

consolidated financial statements appearing elsemwihehis report, and all necessary adjustmeiwtssisting only of normal recurring
adjustments, have been included in the amountsdsketiow. In addition, the amounts below have bestated to reflect the results of

discontinued operations. The consolidated quarttata should be read in conjunction with the cureemlited consolidated statements and

notes thereto. The total of the quarterly EPS dwtg not equal to the full year results.

2008
Total Revenut

Loss before income tax

Net (loss) income available to common stockholi
(Loss) income per she—Basic and dilutes

2008
Total Revenut

Loss before income tax

Net loss available to common stockhold
Loss per sha—Basic and dilutet
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Three Months Ended
(In Thousands, except Per Share Data)

3/31 6/30 9/30 12/31
$2412.  $27,07. $2681:  $27,70
$(2,079 $ (779  $(1,099 $ (50
$ (9769 $ (637) $ 782 $ 40z
$ (009 $ (0.0 $ 00z $ 0.01

Three Months Ended
(In Thousands, except Per Share Data)

3/31 6/30 9/30 12/31
$2352(  $2463(  $2424:  $26,49:
$(4,03)  $(2,629 $(2,800  $(3,60%)
$(2,699  $(1,987) $(2,747)  $(3,039
$ (0.0 $ (0.0 $ (0.0 $ (0.0



EXHIBIT 10.1.4
NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Barry Sloane

PREAMBLE . This Agreement entered into this 31st day of Dawer 2009, by and between Newtek Business Senlives(the
“Company”) and BARRY SLOANE (the “Executive”), effeave immediately.

WHEREAS, the Executive is to be employed by the Companynasxacutive officer; and
WHEREAS, the parties desire by this writing to set forth #meployment relationship of the Company and thecHtiee.
NOW, THEREFORE, it is AGREED as follows:
1. Defined Terms
When used anywhere in the Agreement, the followanms shall have the meaning set forth herein.
(a) “Board” shall mean the Board of Directors of the Company.

(b) “ Change in Controt shall mean any one of the following events: (i) &leguisition of ownership, holding or power to v6@%
or more of the Company'’s voting stock, (ii) the aisition of the ability to control the election afmajority of the Compang’directors, (iii) the
acquisition of a controlling influence over the rmgement or policies of the Company by any persdryqrersons acting as a “group” (within
the meaning of Section 13(d) of the Securities Exge Act of 1934), or (iv) during any period of taonsecutive years, individuals (the
“Continuing Directors”) who at the beginning of ugeriod constitute the Board of Directors of trmr@any (the “Existing Board”) cease for
any reason to constitute at least one half theprofjided that any individual whose election or muation for election as a member of the
Existing Board was approved by a vote of at leastthirds of the Continuing Directors then in offishall be considered a Continuing
Director. For purposes of this paragraph only,tdre “person” refers to an individual or a corparaf partnership, trust, association, joint
venture, pool, syndicate, sole proprietorship, coiporated organization or any other form of emity specifically listed herein.
Notwithstanding the foregoing, a Change in Coraiotefined in this Section 1(b) shall not be tr¢ate a Change in Control for purpose:
this Agreement unless it constitutes a “changeintrol event” within the meaning of Section 1.4098X5) of the Treasury Regulations
promulgated under section 409A of the Internal RereeCode of 1986, as amended (the “Code”) (thedJuey Regulations”)

(c) “ Code” shall mean the Internal Revenue Code of 198@nasnded from time to time, and as interpreted tnapplicable
rulings and regulations in effect from time to tir



(d) “ Code §280G Maximurhshall mean the product of 2.0 and the ExecutiVease amount” as defined in Code §280G(b)(3).
(e) “ Company' shall mean Newtek Business Services, Inc., anydsacessor to its interest.

(f) “ Common Stockshall mean common shares of the Company.

(9) “ Effective Daté shall mean the date of execution referenced énRtteamble of this Agreement.

(h) “ Executive’ shall mean Barry Sloane.

() “ Good Reasoh shall mean any of the following events, which Inas been consented to in advance by the Execintiweiting:
() the requirement that the Executive move hispeal residence, or perform his principal execufivestions, more than fifty (50) miles from
his primary office as of the Effective Date; (iip@terial reduction in the Executive’s base comptos as the same may be increased from
time to time; (iii) the failure by the Company tortinue to provide the Executive with compensatiod benefits provided for on the Effective
Date, as the same may be increased from time & tmwith benefits substantially similar to thgsevided to him under any of the Executive
benefit plans in which the Executive now or hereralftecomes a participant, or the taking of anyoadby the Company which would directly
indirectly reduce any of such benefits or deprhve Executive of any material fringe benefit enjoygchim; (iv) the assignment to the
Executive of duties and responsibilities that cibate a material diminution from those associatéith wis position on the Effective Date; (v) a
failure to elect or reelect the Executive to theaRbof Directors of the Company; (vi) a materiahifiution or reduction in the Executive’s
responsibilities or authority (including reportingsponsibilities) in connection with his employmaiith the Company.

() “ Just Causé shall mean the Executive’s willful misconductgbch of fiduciary duty involving personal profibténtional
failure to perform stated duties, conviction fdiebony, or material breach of any provision of tAigreement. No act, or failure to act, on the
Executive’s part shall be considered “willful” uskehe has acted, or failed to act, with an absehgeod faith and without a reasonable belief
that his action or failure to act was in the bagtiiests of the Company.

(k) “ Protected Period shall mean the period that begins on the datengirths before a Change in Control and ends opdheer
of six months following the Change in Control oe xpiration date of this Agreement.

() “ Trigger Event’ shall mean (i) the Executive’s voluntary terminatof employment within ninety (90) days of an evthat
both occurs during the Protected Period and comssitGood Reason, or (ii) the termination by thenany or its successor(s) in interest, o
Executive’s employment for any reason other thast Qause during the Protected Period.

2. Employment The Executive is employed as Chief Executive é@ffiand President of the Company. The Executivé traler such
administrative and management services for the @ompnd its subsidiaries as are currently rendanedas are customarily
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performed by persons situated in a similar exeeutapacity and consistent with the duties of theefExecutive Officer and President as set
forth in the bylaws of the Company. The Executikialkalso promote, by entertainment or otherwiseared to the extent permitted by law, the
business of the Company and its subsidiaries. Weelive's other duties shall be such as the Bozag from time to time reasonably direct,
including normal duties as an officer of the Compan

3. Base CompensatioThe Company agrees to pay the Executive duriadgetm of this Agreement a salary at the rate 8&000 per
annum, payable in cash not less frequently thantiiyprAdditionally, the Board shall review, not fesften than annually, the rate of the
Executive’s salary and may decide to further inseelais salary.

4. Cash Bonuses; Incentive Compensation

(a) The Board shall determine the Executive’s righteceive incentive compensation in the formasflcbonuses and other awards.
No other compensation provided for in this Agreetrsdrall be deemed a substitute for such incentivepensation. Cash bonuses shal
awarded pursuant to the terms of the Company’s Ah@ash Bonus Plan, if one has been adopted bgdhed and if not. then by action of the
Board.

(b) Incentive bonus: in addition to all other comgation payable hereunder, the Executive shalhbilesl to participate in
consideration for a cash bonus out of a pool tedtablished for this purpose by the Board. The arnofithe Executive’s bonus participation
shall be fixed by the Compensation Committee ofBbard if it finds the Executive’s performance vk been a major contributing factor to
the success of the Company.

5. Other Benefits

(a) Participation in Retirement, Medical and Other P$arThe Executive shall participate in any plan that Company maintains
for the benefit of its employees if the plan redatte (i) pension, profit-sharing, or other retirethbenefits, (i) medical insurance or the
reimbursement of medical or dependent care expeasés) other group benefits, including disabjliand life insurance plans.

(b) Executive Benefits; ExpenseBhe Executive shall participate in any fringe d&f#s which are or may become available to the
Company’s senior management Executives, including@kample incentive compensation plans, club mesfijes, and any other benefits
which are commensurate with the responsibilitied famctions to be performed by the Executive unitlsr Agreement. The Executive shall be
reimbursed for all reasonable out-of-pocket busireegenses which he shall incur in connection thighservices under this Agreement upon
substantiation of such expenses in accordancetiétpolicies of the Company.

6. Term. The Company hereby employs the Executive, an@Exeeutive hereby accepts such employment undeiiinieement, for the
period commencing on the Effective Date and endim@ylarch 31, 2011 or such earlier date as is deteadrin accordance with Section 11 (
“Term”).”



7. Loyalty; Noncompetition

(a) During the period of his employment hereundtet except for ilinesses, reasonable vacation pgrimad reasonable leaves of
absence, the Executive shall devote substantithlhisafull business time, attention, skill, andagfs to the faithful performance of his duties
hereunder; provided, however, from time to timee&xive may serve on the boards of directors af,farld any other offices or positions in,
companies or organizations, at the request of trapany or which will not present, in the opiniontioé Board, any conflict of interest with 1
Company or any of its subsidiaries or affiliatest nnfavorably affect the performance of Executvelties pursuant to this Agreement, nor
violate any applicable statute or regulation. “Hulkiness time” is hereby defined as that amoutitref usually devoted to like companies by
similarly situated executive officers. During therin of his employment under this Agreement, theckttee shall not engage in any business
or activity contrary to the business affairs oenests of the Company.

(b) Nothing contained in this Paragraph 7 shalibemed to prevent or limit the Executive’s rightrteest in the capital stock or
other securities of any business dissimilar froat tf the Company or, solely as a passive or minarvestor, in any business.

8. Standards The Executive shall perform his duties under Agseement in accordance with such reasonable atdads the Board m
establish from time to time. The Company will preieiExecutive with the working facilities and staffstomary for similar executives and
necessary for him to perform his duties.

9. Vacation and Sick LeaveAt such reasonable times as the Board shalsidigicretion permit, the Executive shall be erdithgithout
loss of pay, to absent himself voluntarily from grexformance of his employment under this Agreerreghsuch voluntary absences to coun
vacation time; provided that:

(a) The Executive shall be entitled to an annuahtian in accordance with the policies that ther@geeriodically establishes for
senior management Executives of the Company.

(b) The Executive shall not receive any additiam@hpensation from the Company on account of hiarfaio take a vacation, and
the Executive shall not accumulate unused vacé#tam one fiscal year to the next, except in eittese to the extent authorized by the Board.

(c) In addition to the aforesaid paid vacations, Bxecutive shall be entitled without loss of payabsent himself voluntarily from
the performance of his employment with the Companyuch additional periods of time and for suchdvand legitimate reasons as the Board
may in its discretion determine. Further, the Baaal grant to the Executive a leave or leaves séate, with or without pay, at such time or
times and upon such terms and conditions as sualdBo its discretion may determine.

(d) In addition, the Executive shall be entitlecatbannual sick leave benefit as established bptzed.
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10. Indemnification The Company shall indemnify and hold harmlesschttee from any and all loss, expense, or liabilitgt he may
incur due to his services for the Company as aoefind or a director (including any liability hreay ever incur under Code § 4999, or a
successor, as the result of severance benefitslleets pursuant to Sections 11 or 13), duringftiieTerm of this Agreement and shall at all
times maintain adequate insurance for such purposes

11. Termination and Termination Pagubject to Section 13 hereof, the Executive’sleyment hereunder may be terminated under the
following circumstances:

(a) Just Cause The Board may, based on a good faith determinatia only after giving the Executive written netend a
reasonable opportunity to cure, immediately ternginbhe Executive’s employment at any time, for &imstise. The Executive shall have no
right to receive compensation or other benefitsafoy period after termination for Just Cause.

(b) Without Just CauseThe Board may, by written notice to the Executimemediately terminate his employment for a reason
other than Just Cause. In such event, the Execsttigk be entitled to a total severance paymeset‘{@everance Payment”) equal to two
(2) times the sum of (i) Executive’s base salargfiiect at the time of termination, plus (ii) th@aunt of all compensation paid to Executive
under Section 4 hereof with respect to the immedligireceding fiscal year. The first $350,000 &f 8everance Payment shall be paid in a
lump sum to the Executive within thirty (30) dayteahis termination of employment. The remainimgoaint of the Severance Payment shall
be paid in equal installments over a six (6) m@#hod following the Executive’s termination of elmpment, payable in accordance with the
Company'’s regularly scheduled payroll (the “Ingtedht Payments”). Each Installment Payment shaltdsted as a separate payment for
purposes of Treasury Regulations Section 1.409A2)(ii). In the event that, pursuant to the abaaey of the Installment Payments will be
paid afterMarch 15 of the year following the year of terminatand the total amount of any such Installmeniniants which will be paid after
March 15 exceeds the lesser of: (i) twice the Efteels then current base salary; or (ii) twice @ede Section 401(a)(17) limit in effect for the
year of termination ($460,000 for 2008), the portgd any such Installment Payments that exceed®tegoing threshold shall be accumule
and paid in the seventh {7 ) month following théedz his termination of employment, but only te #xtent necessary to comply with the six
(6) month delay rule pertaining to “specified enygles” under Treasury Regulations Section 1.409%2(i

(c) Resignation by Executive with Good Reasdhe Executive may at any time immediately terrréremployment for Good
Reason, in which case the Executive shall be edttth receive the Severance Payment payable isathe manner and on the same basis as
provided for under Section 11(b) of the Agreemeydrua termination without Just Cause. In additibe,Executive will be entitled to health,
life, disability and other benefits which the Extéee would have been eligible to participate inotigh the expiration of the Term based on the
benefit levels substantially equal to those that@lompany provided for the Executive at the datewhination of employment, subject to any
restrictions as may be required under Code Sedti@w

(d) Resignation by Executive without Good Reasbine Executive may voluntarily terminate employmneith the Company durin
the term of this Agreement, upon at



least 60 days’ prior written notice to the Boarddafectors, in which case the Executive shall ree@inly his compensation, vested rights, and
Executive benefits up to the date of his termimatibemployment.

(e) Retirement, Death, or Disabilitylf the Executives employment terminates during the Term of thise&gnent due to his deatt
disability that results in his collection of anynpterm disability benefits, or retirement at adieafige 62, the Executive (or the beneficiaries of
his estate) shall be entitled to receive the corsaigon and benefits that the Executive would otlervkave become entitled to receive purs
to subsection (d) hereof upon a resignation witli@obd Reason.

(H Non-Renewal Paymentf the Term of this Agreement is not extendeddbleast one (1) additional year in circumstarices
which the Executive is willing and able to execsiieh extension and continue performing services) the Executive’s employment shall be
terminated by the Company effective as of the extjgin of the Term, in which event he shall be &dito a Severance Payment equal to one
and one-half (1 2) times the sum of (i) Executive’s base salaryffaa at the time of termination, plus (ii) the anmd of all compensation
paid to Executive under Section 4 hereof with respethe immediately preceding fiscal year. Thstf$350,000 of the Severance Payment
shall be paid in a lump sum to the Executive witthiinty (30) days after his termination of employmeThe remaining amount of the Sever:
Payment shall be paid in equal installments ov&r #6) month period following the Executive’s temation of employment in Installment
Payments. Each Installment Payment shall be trestedseparate payment for purposes of Treasunyi&Ems Section 1.409A-2(b)(2)(iii). In
the event that, pursuant to the above, any ofrteallment Payments will be paid aftdarch 15 of the year following the year of terminat
and the total amount of any such Installment Payswhich will be paid after March 15 exceeds thesée of: (i) twice the Executive’s then
current base salary; or (i) twice the Code Sec#ioh(a)(17) limit in effect for the year of termtitan ($460,000 for 2008), the portion of any
such Installment Payments that exceeds the forggbneshold shall be accumulated and paid in thiergh (7t ) month following the date of
his termination of employment, but only to the exteecessary to comply with the six (6) month deldg pertaining to “specified employees”
under Treasury Regulations Section 1.409A-3(i)(2).

12. No Mitigation. The Executive shall not be required to mitig&te amount of any payment provided for in this Agneat by seeking
other employment or otherwise, and no such paysigait be offset or reduced by the amount of anypsmeation or benefits provided to the
Executive in any subsequent employment.

13. Change in ControlNotwithstanding any provision herein to the canyr if a Trigger Event occurs during the Proted®ediod, the
Executive shall be paid an amount equal to twdi(2s the executive’s base salary plus (ii) the @amof all compensation paid to Executive
under Section 4 hereof with respect to the immedligireceding fiscal year ( the “Code § 280G Maximiy. If the Trigger Event occurs
during the portion of the Protected Period thatrisr to the date of the Change in Control, the €8®280G Maximum shall be payable in the
same manner and on the same basis as providedder 8ection 11(b) of the Agreement upon a terrdnatithout Just Cause. If the Trigger
Event occurs during the portion of the Protectedo@ehat is on or after the date of the Chang€antrol, the Code § 280G Maximum shall be
paid in a lump sum within ten (10) days of his teration of employment.
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14. Covenants
(a) Definitions. For purposes of this Agreement:

(i) Restrictive Period The term “Restrictive Period” shall mean the péibeginning on the Effective Date and ending two
(2) years after the termination of the Executivaigployment hereunder.

(i) Covered CustomerThe term “Covered Customer” shall mean (A) dutimg Term, any customer of the Company and
(B) after the Term, any person or entity who wasofthe end of the Term, a customer of the Company

(iii) Covered BusinessThe term “Covered Business” shall mean (A) dutlmgterm, any business in which the Company is
engaged and (B) after the Term, any business iolwthie Company was engaged as of the end of the.Ter

(iv) Covered State The term “Covered Stateshall mean (A) during the Term, any state in théééhStates and (B) after t
Term, any state (1) in which, as of the end offteem, the Company was engaged in business or (R)respect to which the Company, as of
the end of the Term, had expended material expemd@r efforts in connection with preparing to dsiness therein.

(b) Nonrinterference The Executive covenants and agrees that he atilhhany time during the Restrictive Period foramdver
reason, whether for his own account or for the aotof any other person, firm, corporation or othesiness organization: (i) interfere with
contractual relationships between the Company agdhits customers or employees; (ii) hire, oticgbfor hire, any person who is employed
by the Company or any parent or subsidiary of tben@any, without the express written consent of@Gbenpany; or (iii) other than on behalf
the Company, solicit any Covered Customer of them@any in connection with the engagement, by anggreor entity, in any Covered
Business in any Covered State.

(c) Confidentiality. The Executive will not, at any time whether dgrior after his termination of employment, (i) diss to
anyone, without proper authorization from the Compar (ii) use, for his or another’s benefit, amgnfidential or proprietary information of
the Company or any parent or subsidiary of the Gomgpwhich may include trade secrets, businesspmaoutlooks, financial data, marketing
or sales programs, customer lists, brand formuiatitraining and operations manuals, productsioe trategies, mergers, acquisitions, and/or
Company personnel issues.

(d) Blue Pencil; Equitable ReliefThe provisions contained in this Section 14 athéotime periods, scope of activities, persons or
entities affected and territories restricted shaldeemed divisible so that if any provision camdiin this Section is determined to be invali
unenforceable, such provision shall be deemed reddso as to be valid and enforceable to the fuére lawfully permitted. The Executive
acknowledges that the provisions of this SectiomrBireasonable and necessary for the protectitrea@ompany and
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that the Company will be irrevocably damaged iftsaovenants are not specifically enforced. Accarlyinthe Executive agrees that if he
breaches or threatens to breach any of the cov&nantained in this Section 14, the Company wilkhgtled (i) to damages sufficient to
compensate the Company for any harm to the Compaimyed thereby and (ii) to specific performanceigjuihctive relief for the purpose of
preventing the breach or threatened breach tharigodut bond or other security or a showing thanetary damages will not provide an
adequate remedy, in addition to any other reliafihich the Company may be entitled under this Agreet.”

15. Reimbursement for Litigation Expenses

In the event that any dispute arises between tleeliive and the Company as to the terms or inteafoe of this Agreement, whether
instituted by formal legal proceedings or otherwiseluding any action that the Executive takeenéorce the terms of this Agreement or to
defend against any action taken by the CompanyEteeutive shall be reimbursed for all costs angkeses, including reasonable attorneys’
fees, arising from such dispute, proceedings dotst provided that the Executive shall obtainnalfjudgement by a court of competent
jurisdiction in favor of the Executive. Such reinnbement shall be paid within ten (10) days of Exige’s furnishing to the Company written
evidence, which may be in the form, among otharghj of a cancelled check or receipt, of any cosexpenses incurred by the Executive.

16. Successors and Assigns

(a) This Agreement shall inure to the benefit af &e binding upon any corporate or other succesfsttie Company which shall
acquire, directly or indirectly, by merger, condaliion, purchase or otherwise, all or substantalllpf the assets or stock of the Company.

(b) Since the Company is contracting for the unigne personal skills of the Executive, the Exeeusitiall be precluded from
assigning or delegating his rights or duties hedeunvithout first obtaining the written consenttioé Company.

17. Corporate Authority Company represents and warrants that the execaitid delivery of this Agreement by it has beery duwid
properly authorized by the Board and that whenszeted and delivered this Agreement shall cortstitoe lawful and binding obligation of
the Company.

18. AmendmentsNo amendments or additions to this Agreement sleabinding unless made in writing and signed Ibpfathe parties,
except as herein otherwise specifically provided.

19. Applicable Law Except to the extent preempted by Federal lagv|atvs of the State of New York shall govern thggdement in all
respects, whether as to its validity, construct@apacity, performance or otherwise.

20. Severability The provisions of this Agreement shall be dees®dtrable and the invalidity or unenforceabilityaafy provision shall
not affect the validity or enforceability of thehetr provisions hereof.
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21. Entire AgreementThis Agreement, together with any understandingnodifications thereof as agreed to in writingtbg parties,
shall constitute the entire agreement betweendhigeg hereto with respect to the matters addressedhall supercede all previous agreerr
with respect to such matters.

22. Tax Matters All payments or benefits provided under this Agrent are subject to any applicable employmerdowithholdings o
deductions. In addition, the parties hereby adnagit is their intention that all payments or biéseprovided under this Agreement be exempt
from, or if not so exempt, comply with, Code Seeti)9A and this Agreement shall be interpreted mtingly. Notwithstanding anything in
this Agreement to the contrary, if any paymentbemefits made or provided under the Agreement@meidered deferred compensation sut
to Code Section 409A payable on account of Emplsyssparation from service (but that do not meetx@amption under Code Section 409A,
including without limitation the short term defdroa the separation pay plan exemption), such paysner benefits shall be paid no earlier t
the date that is six (6) months following Employseséparation from service (or, if earlier, the dedtdeath) to the extent required by Code
Section 409A.

IN WITNESS WHEREOF, the parties have executedAlgieement on the day and year first hereinabovéesmri

Witnessed by NEWTEK BUSINESS SERVICES, INC.

- o s
e < A

7 ol

L FIV HiF T T AL

By:

Its: Executive Vice President, CIO, CV
Witnessed by
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By: |

Barry Sloane



Exhibit 10.3.4
NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Craig J. Brunet

PREAMBLE . This Agreement entered into this 31st day of Dawer 2009, by and between Newtek Business Senlives(the
“Company”) and CRAIG J. BRUNET (the “Executive”¥fective immediately.

WHEREAS , the Executive is to be employed by the Compargrasxecutive officer; and
WHEREAS , the parties desire by this writing to set fotite Employment relationship of the Company and tkecktive.
NOW, THEREFORE , it is AGREED as follows:

1. Defined Terms

When used anywhere in the Agreement, the followanms shall have the meaning set forth herein.

(a) “Board” shall mean the Board of Directors of the Company.

(b) “ Change in Controt shall mean any one of the following events: (i) &leguisition of ownership, holding or power to v6@%
or more of the Company'’s voting stock, or (ii) rguisition of the ability to control the electioha majority of the Company’s directors.
Notwithstanding the foregoing, a Change in Coriotlefined in this Section 1(b) shall not be tr@ate a Change in Control for purpose:
this Agreement unless it constitutes a “changeintrol event” within the meaning of Section 1.4098X5) of the Treasury Regulations
promulgated under section 409A of the Internal RereeCode of 1986, as amended (the “Code”) (thedJuey Regulations”)

(c) “ Code” shall mean the Internal Revenue Code of 198@nasnded from time to time, and as interpreted tnapplicable
rulings and regulations in effect from time to time

(d) “ Code §280G Maximurhshall mean the product of 2.0 and the ExecutiVe&se amount” as defined in Code 8280G(b)(3).
(e) “ Company' shall mean Newtek Business Services, Inc., aidsacessor to its interest.

(H “ Common Stoc” shall mean common shares of the Comp.



(9) “ Effective Date shall mean the date of execution referenced énRteamble of this Agreement.
(h) “ Executive’ shall mean Craig J. Brunet.

(i) “ Good Reasohshall mean any of the following events, which has been consented to in advance by the Executiwgiting:
(i) the requirement that the Executive move hispeal residence, or perform his principal executivetions, more than fifty (50) miles from
his primary office as of the Effective Date; (iijreaterial reduction in the Executive’s base comagas as the same may be increased from
time to time; (iii) the failure by the Company tortinue to provide the Executive with compensatiad benefits provided for on the Effective
Date, as the same may be increased from time & timwith benefits substantially similar to thgsevided to him under any of the Executive
benefit plans in which the Executive now or heralftecomes a participant, or the taking of anyoadby the Company which would directly
indirectly reduce any of such benefits or deprive Executive of any material fringe benefit enjopgchim; (iv) the assignment to the
Executive of duties and responsibilities that cibatst a material diminution from those associatdith Wwis position on the Effective Date; or
(v) a material diminution or reduction in the Extee’s responsibilities or authority (including m@ping responsibilities) in connection with his
employment with the Company.

() “ Just Causé shall mean the Executive’s willful misconductebch of fiduciary duty involving personal profititéntional
failure to perform stated duties, conviction fdiebony, or material breach of any provision of tAgreement. No act, or failure to act, on the
Executive’s part shall be considered “willful” uskehe has acted, or failed to act, with an absehgeod faith and without a reasonable belief
that his action or failure to act was in the bagtiiests of the Company.

(k) “ Protected Period shall mean the period that begins on the datengirths before a Change in Control and ends opdheer
of six months following the Change in Control oe texpiration date of this Agreement.

(1) “ Trigger Event’ shall mean (i) the Executive’s voluntary termioatof employment within ninety (90) days of an evthat
both occurs during the Protected Period and camstitGood Reason, or (ii) the termination by then@any or its successor(s) in interest, o
Executive’s employment for any reason other tha @Qause during the Protected Period.

2. Employment The Executive is employed as Executive Vice et Chief Marketing Officer, and Chief Informati®fficer of the
Company. The Executive shall render such adminigerand management services for the Company arslifisidiaries as are currently
rendered and as are customarily performed by persitutated in a similar executive capacity and sbest with the duties of an Executive
Vice President as set forth in the bylaws of thenfany. The Executive shall report to the Chief Eiee Officer. The Executive shall also
promote, by entertainment or otherwise, as antdgaektent permitted by law, the business of the @ and its subsidiaries. The Executsve’
other duties shall be such as the Board may frome tb time reasonably direct, including normal @sits an officer of the Company.
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3. Base Compensatiomhe Company agrees to pay the Executive duriadetm of this Agreement a salary at the rate 27&000 per
annum, payable in cash not less frequently thantiiyporAdditionally, the Board shall review, not esften than annually, the rate of the
Executive’s salary and may decide to further inseelais salary.

4. Cash Bonuses; Incentive Compensation

(a) The Board shall determine the Executive’s righteceive incentive compensation in the formasdtcbonuses and other awards.
No other compensation provided for in this Agreetrsdrall be deemed a substitute for such incentivepensation. Cash bonuses shal
awarded pursuant to the terms of the Company’s Ah@ash Bonus Plan, if one has been adopted bgdhed and if not, then by action of the
Board.

(b) Incentive bonus: in addition to all other comgation payable hereunder, the Executive shalhbilesl to participate in
consideration for a cash bonus out of a pool tediablished for this purpose by the Board. The arofithe Executive’s bonus participation
shall be fixed by the Compensation Committee ofBbard if it finds the Executive’s performance vk been a major contributing factor to
the success of the Company.

5. Other Benefits

(a) Participation in Retirement, Medical and Other PsarThe Executive shall participate in any plan that Company maintains
for the benefit of its employees if the plan redatte (i) pension, profit-sharing, or other retiregrhbenefits, (ii) medical insurance or the
reimbursement of medical or dependent care expeasés) other group benefits, including disabjliand life insurance plans.

(b) Executive Benefits; ExpenseBhe Executive shall participate in any fringe &f#s which are or may become available to the
Company’s senior management Executives, including@kample incentive compensation plans, club mesfijes, and any other benefits
which arc commensurate with the responsibilitied famctions to be performed by the Executive unlblesr Agreement. The Executive shall be
reimbursed for all reasonable out-of-pocket busireegenses which he shall incur in connection thighservices under this Agreement upon
substantiation of such expenses in accordancetiétpolicies of the Company.

6. Term. The Company hereby employs the Executive, an@Exeeutive hereby accepts such employment undeiiinieement, for the
period commencing on the Effective Date and endim@/larch 31, 2011 or such earlier date as is deteadrin accordance with Section 11 (
“Term”).”

7. Loyalty; Noncompetition

(a) During the period of his employment hereundhet except for illnesses, reasonable vacation pgrimad reasonable leaves of
absence, the Executive shall devote substantitilhisafull business time, attention, skill, andagfs to the faithful performance of his duties
hereunder; provided, however, from time to timee&ixive may serve on the boards of directors af,tarid any other offices or positions in,
companies or organizations, at the



request of the Company or which will not presemthie opinion of the Board, any conflict of interesth the Company or any of its
subsidiaries or affiliates, nor unfavorably affdet performance of Executive’s duties pursuanhi®Agreement, nor violate any applicable
statute or regulation. “Full business time” is llreefined as that amount of time usually devotelike companies by similarly situated
executive officers. During the Term of his employmender this Agreement, the Executive shall ngiagie in any business or activity contr
to the business affairs or interests of the Company

(b) Nothing contained in this Paragraph 7 shalliéemed to prevent or limit the Executive’s rightrteest in the capital stock or
other securities of any business dissimilar froat tf the Company or, solely as a passive or minarvestor, in any business.

8. Standards The Executive shall perform his duties under &gseement in accordance with such reasonable atdacs the Board m
establish from time to time. The Company will prieiExecutive with the working facilities and staffstomary for similar executives and
necessary for him to perform his duties.

9. Vacation and Sick LeaveAt such reasonable times as the Board shalsidigicretion permit, the Executive shall be erdithgithout
loss of pay, to absent himself voluntarily from grexformance of his employment under this Agreerredhsuch voluntary absences to coun
vacation time; provided that:

(a) The Executive shall be entitled to an annuahtian in accordance with the policies that ther@geeriodically establishes for
senior management Executives of the Company.

(b) The Executive shall not receive any additiam@hpensation from the Company on account of hisrfaio take a vacation, and
the Executive shall not accumulate unused vacditton one fiscal year to the next, except in eittese to the extent authorized by the Board.

(c) In addition to the aforesaid paid vacations, Bxecutive shall be entitled without loss of payabsent himself voluntarily from
the performance of his employment with the Companyguch additional periods of time and for suchdvand legitimate reasons as the Board
may in its discretion determine. Further, the Baaal grant to the Executive a leave or leaves séate, with or without pay, at such time or
times and upon such terms and conditions as sualdBo its discretion may determine.

(d) In addition, the Executive shall be entitlecatbannual sick leave benefit as established bptzed.

10. Indemnification The Company shall indemnify and hold harmlesschtiee from any and all loss, expense, or liabilitgt he may
incur due to his services for the Company as aoefind or a director (including any liability hreay ever incur under Code § 4999, or a
successor, as the result of severance benefitgslleets pursuant to Sections 11 or 13), duringftiieTerm of this Agreement and shall at all
times maintain adequate insurance for such purposes



11. Termination and Termination Pa8ubject to Section 13 hereof, the Executive’slegment hereunder may be terminated under the
following circumstances:

(a)Just Cause The Board may, based on a good faith determinatia only after giving the Executive written netiend a
reasonable opportunity to cure, immediately ternginhe Executive’s employment at any time, for &imstise. The Executive shall have no
right to receive compensation or other benefitsafoy period after termination for Just Cause.

(b) Without Just CauseThe Board may, by written notice to the Executimemediately terminate his employment for a reason
other than Just Cause. In such event, the Execstigk be entitled to a total severance paymeset‘{#everance Payment”) equal to one
(2) times the sum of (i) Executive’s base salargffiect at the time of termination, plus (ii) th@aunt of all compensation paid to Executive
under Section 4 hereof with respect to the immedigireceding fiscal year. The Severance Paymesiitisé paid in equal installments over a
twelve (12) month period following the Executivéésmination of employment, payable in accordandé tie Company’s regularly scheduled
payroll (the “Installment Payments”). Each Instaimh Payment shall be treated as a separate pajongnirposes of Treasury Regulations
Section 1.409A-2(b)(2)(iii).

(c) Resignation by Executive with Good Reasdhe Executive may at any time immediately terrréremployment for Good
Reason, in which case the Executive shall be edttth receive the Severance Payment payable isathe manner and on the same basis as
provided for under Section 11(b) of the Agreemedrua termination without Just Cause. In addittbe,Executive will be entitled to health,
life, disability and other benefits which the Extieet would have been eligible to participate inotigh the expiration of the Term based on the
benefit levels substantially equal to those that@lompany provided for the Executive at the datewhination of employment, subject to any
restrictions as may be required under Code Sedti@w

(d) Resignation by Executive without Good Reasbine Executive may voluntarily terminate employmneith the Company durin
the term of this Agreement, upon at least 60 dpsist written notice to the Board of Directors,vithich case the Executive shall receive only
his compensation, vested rights, and Executivefiisng to the date of his termination of employimen

(e) Retirement, Death, or Disabilitylf the Executives employment terminates during the Term of thise®gnent due to his deatt
disability that results in his collection of anyntpterm disability benefits, or retirement at deafage 62, the Executive (or the beneficiaries of
his estate) shall be entitled to receive the corsgtéon and benefits that the Executive would otlissvave become entitled to receive purs
to subsection (d) hereof upon a resignation witl@obd Reason.

(f) Termination or Non-Renewal Paymeirit the Term of this Agreement is not extendeddbleast one (1) additional year in
circumstances in which the Executive is willing afle to execute such extension and continue peirfigrservices, then the Executive’s
employment shall be terminated by the Company &ffe@as of the expiration of the Term, in which et/be shall be entitled to a Severance
Payment equal to one (1) times the



sum of (i) Executive’s base salary in effect attilree of termination, plus (ii) the amount of atirapensation paid to Executive under Section 4
hereof with respect to the immediately precedisgdi year. The Severance Payment shall be paiglial nstallments over a twelve

(22) month period following the Executive’s termiioa of employment, payable in accordance with@oenpany’s regularly scheduled

payroll.

12. No Mitigation. The Executive shall not be required to mitigate amount of any payment provided for in this Agneat by seeking
other employment or otherwise, and no such paysigait be offset or reduced by the amount of anypsmeation or benefits provided to the
Executive in any subsequent employment.

13. Change in ControlNotwithstanding any provision herein to the canyr if a Trigger Event occurs during the Proted®ediod, the
Executive shall be paid an amount equal to the Go2B0G Maximum. If the Trigger Event occurs durihg portion of the Protected Period
that is prior to the date of the Change in Contia¢, Code § 280G Maximum shall be payable in tineesananner and on the same basis as
provided for under Section 11(b) of the Agreemedrua termination without Just Cause. If the Triggeent occurs during the portion of the
Protected Period that is on or after the date @Ghange in Control, the Code § 280G Maximum di&fpaid in a lump sum within ten
(10) days of his termination of employment.

14. Covenants
(a) Definitions. For purposes of this Agreement:

(i) Restrictive Period The term “Restrictive Period” shall mean the pérbeginning on the Effective Date and ending two
(2) years after the termination of the Executiverigployment hereunder.

(i) Covered CustomerThe term “Covered Customer” shall mean (A) dutimg Term, any customer of the Company and
(B) after the Term, any person or entity who waspfthe end of the Term, a customer of the Company

(iii) Covered BusinessThe term “Covered Business” shall mean (A) dutlmgterm, any business in which the Company is
engaged and (B) after the Term, any business iolwthie Company was engaged as of the end of the.Ter

(iv) Covered State The term “Covered Stateshall mean (A) during the Term, any state in théééhStates and (B) after t
Term, any state (1) in which, as of the end offteem, the Company was engaged in business or (B)respect to which the Company, as of
the end of the Term, had expended material expamd@r efforts in connection with preparing to dsiness therein.

(b) Norrinterference The Executive covenants and agrees that he etilhbany time during the Restrictive Period foratdver
reason, whether for his own account or for the aotof any other person, firm, corporation or othesiness organization: (i) interfere with
contractual relationships between the Company agdhits customers or employees; (i) hire, oticgbfor hire, any person who is employed
by the Company or any parent or subsidiary



of the Company, without the express written consétithe Company; or (iii) other than on behalf lné tCompany, solicit any Covered
Customer of the Company in connection with the gegzent, by any person or entity, in any Coveredri®ass in any Covered State.

(c) Confidentiality. The Executive will not, at any time whether dgrior after his termination of employment, (i) diss to
anyone, without proper authorization from the Compar (ii) use, for his or another’s benefit, amgnfidential or proprietary information of
the Company or any parent or subsidiary of the Gomgpwhich may include trade secrets, businessmaoutlooks, financial data, marketing
or sales programs, customer lists, brand formuiatitraining and operations manuals, productsioe gtrategies, mergers, acquisitions, and/or
Company personnel issues.

(d) Blue Pencil; Equitable ReliefThe provisions contained in this Section 14 athéotime periods, scope of activities, persons or
entities affected and territories restricted shaldeemed divisible so that if any provision camdiin this Section is determined to be invali
unenforceable, such provision shall be deemed readdsfo as to be valid and enforceable to the fuére lawfully permitted. The Executive
acknowledges that the provisions of this SectiomrBdreasonable and necessary for the protectidredompany and that the Company will
be irrevocably damaged if such covenants are retifipally enforced. Accordingly, the Executive ags that if he breaches or threatens to
breach any of the covenants contained in this @ed#, the Company will be entitled (i) to damageSicient to compensate the Company for
any harm to the Company caused thereby and (@pseific performance and injunctive relief for fherpose of preventing the breach or
threatened breach thereof without bond or otheuriigcor a showing that monetary damages will mavile an adequate remedy, in additio
any other relief to which the Company may be esditinder this Agreement.”

15. Reimbursement for Litigation Expenses

In the event that any dispute arises between tleelive and the Company as to the terms or inteafoe of this Agreement, whether
instituted by formal legal proceedings or otherwiseluding any action that the Executive takesréorce the terms of this Agreement or to
defend against any action taken by the CompanyEteeutive shall be reimbursed for all costs angkeses, including reasonable attorneys’
fees, arising from such dispute, proceedings dotst provided that the Executive shall obtainnalfjudgement by a court of competent
jurisdiction in favor of the Executive. Such reinmbement shall be paid within ten (10) days of Exige’s furnishing to the Company written
evidence, which may be in the form, among otharg$j of a cancelled check or receipt, of any cosexpenses incurred by the Executive.

16. Successors and Assigns

(a) This Agreement shall inure to the benefit af &e binding upon any corporate or other succesfsttie Company which shall
acquire, directly or indirectly, by merger, condaliion, purchase or otherwise, all or substantillpf the assets or stock of the Company.
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(b) Since the Company is contracting for the unigné personal skills of the Executive, the Exeausitiall be precluded from
assigning or delegating his rights or duties hedeunvithout first obtaining the written consenttioé Company.

17. Corporate Authority Company represents and warrants that the exacaitid delivery of this Agreement by it has beery duwid
properly authorized by the Board and that whenszeted and delivered this Agreement shall cortstitoe lawful and binding obligation of
the Company.

18. AmendmentsNo amendments or additions to this Agreement &leabinding unless made in writing and signed Ibpfathe parties,
except as herein otherwise specifically provided.

19. A pplicable Law Except to the extent preempted by Federal lagv]dtvs of the State of New York shall govern thigddement in all
respects, whether as to its validity, construct@apacity, performance or otherwise.

20. Severability The provisions of this Agreement shall be dees®dtrable and the invalidity or unenforceabilityaafy provision shall
not affect the validity or enforceability of thehetr provisions hereof.

21. Entire AgreementThis Agreement, together with any understandingnodifications thereof as agreed to in writingtbg parties,
shall constitute the entire agreement betweendhigeg hereto with respect to the matters addressedhall supercede all previous agreerr
with respect to such matters.

22. Tax Matters All payments or benefits provided under this Agrent are subject to any applicable employmeraowithholdings o
deductions. In addition, the parties hereby agnagit is their intention that all payments or biéseprovided under this Agreement be exempt
from, or if not so exempt, comply with, Code Seeti)9A and this Agreement shall be interpreted mtingly. Notwithstanding anything in
this Agreement to the contrary, if any paymentbemefits made or provided under the Agreement@meidered deferred compensation sut
to Code Section 409A payable on account of Emplsyssparation from service (but that do not meetx@amption under Code Section 409A,
including without limitation the short term defdroa the separation pay plan exemption), such paysner benefits shall be paid no earlier t
the date that is six (6) months following Employseséparation from service (or, if earlier, the ddtdeath) to the extent required by Code
Section 409A.

[signatures on following page]
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IN WITNESS WHEREOF, the parties have executedAlgieement on the day and year first hereinabovéenri
Witnessed by NEWTEK BUSINESS SERVICES, INC.

By:

/
/éi?’r.rﬁ il K&Q-‘i?ﬂ-’)ﬂ &' -

Its Chief Executive Office

Witnessed by
By:

/
/éi?’r.rﬁ il }),&L’i-i?ﬂf}i

Craig J. Brune



EXHIBIT 10.15.1
NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Seth A. Cohen

PREAMBLE . This Agreement entered into this 31st day of Dawer 2009, by and between Newtek Business Senlives(the
“Company”) and SETH A. COHEN (the “Executive”), eftive immediately.

WHEREAS, the Executive is to be employed by the Companynasxacutive officer; and
WHEREAS, the parties desire by this writing to set forth #meployment relationship of the Company and thecHtiee.
NOW, THEREFORE, it is AGREED as follows:

1. Defined Terms

When used anywhere in the Agreement, the followanms shall have the meaning set forth herein.

(a) “Board” shall mean the Board of Directors of the Company.

(b) “ Change in Controt shall mean any one of the following events: (i) &leguisition of ownership, holding or power to v6@%
or more of the Company'’s voting stock, or (ii) rguisition of the ability to control the electioha majority of the Company’s directors.
Notwithstanding the foregoing, a Change in Coriotlefined in this Section 1(b) shall not be tr@ate a Change in Control for purpose:
this Agreement unless it constitutes a “changeintrol event” within the meaning of Section 1.4098X5) of the Treasury Regulations
promulgated under section 409A of the Internal RereeCode of 1986, as amended (the “Code”) (thedJuey Regulations”)

(c) “ Code” shall mean the Internal Revenue Code of 198@nasnded from time to time, and as interpreted tnapplicable
rulings and regulations in effect from time to time

(d) “ Code §280G Maximurhshall mean the product of 2.0 and the ExecutiVe&se amount” as defined in Code 8280G(b)(3).
(e) “ Company' shall mean Newtek Business Services, Inc., aidsacessor to its interest.

(H “ Common Stoc” shall mean common shares of the Comp.



(9) “ Effective Date shall mean the date of execution referenced énRteamble of this Agreement.
(h) “ Executive’ shall mean Seth A. Cohen.

(i) “ Good Reasohshall mean any of the following events, which has been consented to in advance by the Executiwgiting:
(i) the requirement that the Executive move hispeal residence, or perform his principal executivetions, more than fifty (50) miles from
his primary office as of the Effective Date; (iijreaterial reduction in the Executive’s base comagas as the same may be increased from
time to time; (iii) the failure by the Company tortinue to provide the Executive with compensatiad benefits provided for on the Effective
Date, as the same may be increased from time & timwith benefits substantially similar to thgsevided to him under any of the Executive
benefit plans in which the Executive now or heralftecomes a participant, or the taking of anyoadby the Company which would directly
indirectly reduce any of such benefits or deprive Executive of any material fringe benefit enjopgchim; (iv) the assignment to the
Executive of duties and responsibilities that cibntst a material diminution from those associatéith wis position on the Effective Date; or (V)
a material diminution or reduction in the Executiveesponsibilities or authority (including repaowgi responsibilities) in connection with his
employment with the Company.

() “ Just Causé shall mean the Executive’s willful misconductebech of fiduciary duty involving personal profititéntional
failure to perform stated duties, conviction fdiebony, or material breach of any provision of tAgreement. No act, or failure to act, on the
Executive’s part shall be considered “willful” uskehe has acted, or failed to act, with an absehgeod faith and without a reasonable belief
that his action or failure to act was in the bagtiiests of the Company.

(k) “ Protected Period shall mean the period that begins on the datengirths before a Change in Control and ends opdher
of six months following the Change in Control oe texpiration date of this Agreement.

() “ Trigger Event’ shall mean (i) the Executive’s voluntary terminatof employment within ninety (90) days of an evthat
both occurs during the Protected Period and camstitGood Reason, or (ii) the termination by then@any or its successor(s) in interest, o
Executive’s employment for any reason other tha @Qause during the Protected Period.

2. Employment The Executive is employed as Chief Financial €ffiof the Company. The Executive shall render surhinistrative
and management services for the Company and itsdiabies as are currently rendered and as areroasily performed by persons situated in
a similar executive capacity and consistent withdhties of the Chief Financial Officer as setHart the bylaws of the Company. The
Executive shall report to the Chief Executive QdficThe Executive shall also promote, by entertaiminor otherwise, as and to the extent
permitted by law, the business of the Company nslibsidiaries. The Executive’s other duties galuch as the Board may from time to
time reasonably direct, including normal dutiesaa%fficer of the Company.
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3. Base Compensatiomhe Company agrees to pay the Executive duriadetm of this Agreement a salary at the rate 24& 000 per
annum, payable in cash not less frequently thantiiyporAdditionally, the Board shall review, not esften than annually, the rate of the
Executive’s salary and may decide to further inseelais salary.

4. Cash Bonuses; Incentive Compensation

(a) The Board shall determine the Executive’s righteceive incentive compensation in the formasdtcbonuses and other awards.
No other compensation provided for in this Agreetrsdrall be deemed a substitute for such incentivepensation. Cash bonuses shal
awarded pursuant to the terms of the Company’s Ah@ash Bonus Plan, if one has been adopted bgdhed and if not, then by action of the
Board.

(b) Incentive bonus: in addition to all other comgation payable hereunder, the Executive shalhbilesl to participate in
consideration for a cash bonus out of a pool tediablished for this purpose by the Board. The arofithe Executive’s bonus participation
shall be fixed by the Compensation Committee ofBbard if it finds the Executive’s performance vk been a major contributing factor to
the success of the Company.

5. Other Benefits

(a) Participation in Retirement, Medical and Other PsarThe Executive shall participate in any plan that Company maintains
for the benefit of its employees if the plan redatte (i) pension, profit-sharing, or other retiregrhbenefits, (ii) medical insurance or the
reimbursement of medical or dependent care expeasés) other group benefits, including disabjliand life insurance plans.

(b) Executive Benefits; ExpenseBhe Executive shall participate in any fringe &f#s which are or may become available to the
Company’s senior management Executives, including@kample incentive compensation plans, club mesfijes, and any other benefits
which are commensurate with the responsibilitied famctions to be performed by the Executive unlblesr Agreement. The Executive shall be
reimbursed for all reasonable out-of-pocket busireegenses which he shall incur in connection thighservices under this Agreement upon
substantiation of such expenses in accordancetiétpolicies of the Company.

6. Term. The Company hereby employs the Executive, an@Exeeutive hereby accepts such employment undeiiinieement, for the
period commencing on the Effective Date and endim@/larch 31, 2011 or such earlier date as is deteadrin accordance with Section 11 (
“Term”).”

7. Loyalty; Noncompetition

(a) During the period of his employment hereundhet except for illnesses, reasonable vacation pgrimad reasonable leaves of
absence, the Executive shall devote substantitilhisafull business time, attention, skill, andagfs to the faithful performance of his duties
hereunder; provided, however, from time to timee&ixive may serve on the boards of directors af,terid any other offices or positions in,
companies or organizations, at the



request of the Company or which will not presemthie opinion of the Board, any conflict of interesth the Company or any of its
subsidiaries or affiliates, nor unfavorably affdet performance of Executive’s duties pursuanhi®Agreement, nor violate any applicable
statute or regulation. “Full business time” is llreefined as that amount of time usually devotelike companies by similarly situated
executive officers. During the Term of his employmender this Agreement, the Executive shall ngiagie in any business or activity contr
to the business affairs or interests of the Company

(b) Nothing contained in this Paragraph 7 shalliéemed to prevent or limit the Executive’s rightrteest in the capital stock or
other securities of any business dissimilar froat tf the Company or, solely as a passive or minarvestor, in any business.

8. Standards The Executive shall perform his duties under &gseement in accordance with such reasonable atdacs the Board m
establish from time to time. The Company will prieiExecutive with the working facilities and staffstomary for similar executives and
necessary for him to perform his duties.

9. Vacation and Sick LeaveAt such reasonable times as the Board shalsidigicretion permit, the Executive shall be erdithgithout
loss of pay, to absent himself voluntarily from grexformance of his employment under this Agreerredhsuch voluntary absences to coun
vacation time; provided that:

(a) The Executive shall be entitled to an annuahtian in accordance with the policies that ther@geeriodically establishes for
senior management Executives of the Company.

(b) The Executive shall not receive any additiam@hpensation from the Company on account of hisrfaio take a vacation, and
the Executive shall not accumulate unused vacditton one fiscal year to the next, except in eittese to the extent authorized by the Board.

(c) In addition to the aforesaid paid vacations, Bxecutive shall be entitled without loss of payabsent himself voluntarily from
the performance of his employment with the Companyguch additional periods of time and for suchdvand legitimate reasons as the Board
may in its discretion determine. Further, the Baaal grant to the Executive a leave or leaves séate, with or without pay, at such time or
times and upon such terms and conditions as sualdBo its discretion may determine.

(d) In addition, the Executive shall be entitlecatbannual sick leave benefit as established bptzed.

10. Indemnification The Company shall indemnify and hold harmlesschtiee from any and all loss, expense, or liabilitgt he may
incur due to his services for the Company as aoefind or a director (including any liability hreay ever incur under Code § 4999, or a
successor, as the result of severance benefitgslleets pursuant to Sections 11 or 13), duringftiieTerm of this Agreement and shall at all
times maintain adequate insurance for such purposes



11. Termination and Termination Pa8ubject to Section 13 hereof, the Executive’slegment hereunder may be terminated under the
following circumstances:

(a)Just Cause The Board may, based on a good faith determinatia only after giving the Executive written netiend a
reasonable opportunity to cure, immediately ternginhe Executive’s employment at any time, for &imstise. The Executive shall have no
right to receive compensation or other benefitsafoy period after termination for Just Cause.

(b) Without Just CauseThe Board may, by written notice to the Executimemediately terminate his employment for a reason
other than Just Cause. In such event, the Execstigk be entitled to a total severance paymeset‘{#everance Payment”) equal to one
(2) times the sum of (i) Executive’s base salargffiect at the time of termination, plus (ii) th@aunt of all compensation paid to Executive
under Section 4 hereof with respect to the immedigireceding fiscal year. The Severance Paymesiitisé paid in equal installments over a
twelve (12) month period following the Executivéésmination of employment, payable in accordandé tie Company’s regularly scheduled
payroll (the “Installment Payments”). Each Instaimh Payment shall be treated as a separate pajongnirposes of Treasury Regulations
Section 1.409A-2(b)(2)(iii).

(c) Resignation by Executive with Good Reasdhe Executive may at any time immediately terrréremployment for Good
Reason, in which case the Executive shall be edttth receive the Severance Payment payable isathe manner and on the same basis as
provided for under Section 11(b) of the Agreemedrua termination without Just Cause. In addittbe,Executive will be entitled to health,
life, disability and other benefits which the Extieet would have been eligible to participate inotigh the expiration of the Term based on the
benefit levels substantially equal to those that@lompany provided for the Executive at the datewhination of employment, subject to any
restrictions as may be required under Code Sedti@w

(d) Resignation by Executive without Good Reasbine Executive may voluntarily terminate employmneith the Company durin
the term of this Agreement, upon at least 60 dpsist written notice to the Board of Directors,vithich case the Executive shall receive only
his compensation, vested rights, and Executivefiisng to the date of his termination of employimen

(e) Retirement, Death, or Disabilitylf the Executives employment terminates during the Term of thise®gnent due to his deatt
disability that results in his collection of anyntpterm disability benefits, or retirement at deafage 62, the Executive (or the beneficiaries of
his estate) shall be entitled to receive the corsgtéon and benefits that the Executive would otlissvave become entitled to receive purs
to subsection (d) hereof upon a resignation witl@obd Reason.

(f) Termination or Non-Renewal Paymeirit the Term of this Agreement is not extendeddbleast one (1) additional year in
circumstances in which the Executive is willing afle to execute such extension and continue peirfigrservices, then the Executive’s
employment shall be terminated by the Company &ffe@as of the expiration of the Term, in which et/be shall be entitled to a Severance
Payment equal to one (1) times the



sum of (i) Executive’s base salary in effect attilree of termination, plus (ii) the amount of atirapensation paid to Executive under Section 4
hereof with respect to the immediately precedisgdi year. The Severance Payment shall be paiglial nstallments over a twelve

(22) month period following the Executive’s termiioa of employment, payable in accordance with@oenpany’s regularly scheduled

payroll.

12. No Mitigation. The Executive shall not be required to mitigate amount of any payment provided for in this Agneat by seeking
other employment or otherwise, and no such paysigait be offset or reduced by the amount of anypsmeation or benefits provided to the
Executive in any subsequent employment.

13. Change in ControlNotwithstanding any provision herein to the canyr if a Trigger Event occurs during the Proted®ediod, the
Executive shall be paid an amount equal to the 8C®@80G Maximum. If the Trigger Event occurs dgrihe portion of the Protected Period
that is prior to the date of the Change in Contia¢, Code § 280G Maximum shall be payable in tineesananner and on the same basis as
provided for under Section 11(b) of the Agreemedrua termination without Just Cause. If the Triggeent occurs during the portion of the
Protected Period that is on or after the date @Ghange in Control, the Code § 280G Maximum di&fpaid in a lump sum within ten
(10) days of his termination of employment.

14. Covenants
(a) Definitions. For purposes of this Agreement:

(i) Restrictive Period The term “Restrictive Period” shall mean the pérbeginning on the Effective Date and ending two
(2) years after the termination of the Executiverigployment hereunder.

(i) Covered CustomerThe term “Covered Customer” shall mean (A) dutimg Term, any customer of the Company and
(B) after the Term, any person or entity who waspfthe end of the Term, a customer of the Company

(iii) Covered BusinessThe term “Covered Business” shall mean (A) dutlmgterm, any business in which the Company is
engaged and (B) after the Term, any business iolwthie Company was engaged as of the end of the.Ter

(iv) Covered State The term “Covered Stateshall mean (A) during the Term, any state in théééhStates and (B) after t
Term, any state (1) in which, as of the end offteem, the Company was engaged in business or (B)respect to which the Company, as of
the end of the Term, had expended material expamd@r efforts in connection with preparing to dsiness therein.

(b) Norrinterference The Executive covenants and agrees that he etilhbany time during the Restrictive Period foratdver
reason, whether for his own account or for the aotof any other person, firm, corporation or othesiness organization: (i) interfere with
contractual relationships between the Company agdhits customers or employees; (i) hire, oticgbfor hire, any person who is employed
by the Company or any parent or subsidiary



of the Company, without the express written consétithe Company; or (iii) other than on behalf lné tCompany, solicit any Covered
Customer of the Company in connection with the gegzent, by any person or entity, in any Coveredri®ass in any Covered State.

(c) Confidentiality. The Executive will not, at any time whether dgrior after his termination of employment, (i) diss to
anyone, without proper authorization from the Compar (ii) use, for his or another’s benefit, amgnfidential or proprietary information of
the Company or any parent or subsidiary of the Gomgpwhich may include trade secrets, businessmaoutlooks, financial data, marketing
or sales programs, customer lists, brand formuiatitraining and operations manuals, productsioe gtrategies, mergers, acquisitions, and/or
Company personnel issues.

(d) Blue Pencil; Equitable ReliefThe provisions contained in this Section 14 athéotime periods, scope of activities, persons or
entities affected and territories restricted shaldeemed divisible so that if any provision camdiin this Section is determined to be invali
unenforceable, such provision shall be deemed readdsfo as to be valid and enforceable to the fuére lawfully permitted. The Executive
acknowledges that the provisions of this SectiomrBdreasonable and necessary for the protectidredompany and that the Company will
be irrevocably damaged if such covenants are retifipally enforced. Accordingly, the Executive ags that if he breaches or threatens to
breach any of the covenants contained in this @ed#, the Company will be entitled (i) to damageSicient to compensate the Company for
any harm to the Company caused thereby and (@pseific performance and injunctive relief for fherpose of preventing the breach or
threatened breach thereof without bond or otheuriigcor a showing that monetary damages will mavile an adequate remedy, in additio
any other relief to which the Company may be esditinder this Agreement.”

15. Reimbursement for Litigation Expenses

In the event that any dispute arises between tleelive and the Company as to the terms or inteafoe of this Agreement, whether
instituted by formal legal proceedings or otherwiseluding any action that the Executive takesréorce the terms of this Agreement or to
defend against any action taken by the CompanyEteeutive shall be reimbursed for all costs angkeses, including reasonable attorneys’
fees, arising from such dispute, proceedings dotst provided that the Executive shall obtainnalfjudgement by a court of competent
jurisdiction in favor of the Executive. Such reinmbement shall be paid within ten (10) days of Exige’s furnishing to the Company written
evidence, which may be in the form, among otharg$j of a cancelled check or receipt, of any cosexpenses incurred by the Executive.

16. Successors and Assigns

(a) This Agreement shall inure to the benefit af &e binding upon any corporate or other succesfsttie Company which shall
acquire, directly or indirectly, by merger, condaliion, purchase or otherwise, all or substantillpf the assets or stock of the Company.
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(b) Since the Company is contracting for the unigné personal skills of the Executive, the Exeausitiall be precluded from
assigning or delegating his rights or duties hedeunvithout first obtaining the written consenttioé Company.

17. Corporate Authority Company represents and warrants that the exacaitid delivery of this Agreement by it has beery duwid
properly authorized by the Board and that whenszeted and delivered this Agreement shall cortstitoe lawful and binding obligation of
the Company.

18. AmendmentsNo amendments or additions to this Agreement &leabinding unless made in writing and signed Ibpfathe parties,
except as herein otherwise specifically provided.

19. Applicable Law Except to the extent preempted by Federal lagv|atvs of the State of New York shall govern thggdement in all
respects, whether as to its validity, construct@apacity, performance or otherwise.

20. Severability The provisions of this Agreement shall be dees®dtrable and the invalidity or unenforceabilityaafy provision shall
not affect the validity or enforceability of thehetr provisions hereof.

21. Entire AgreementThis Agreement, together with any understandingnodifications thereof as agreed to in writingtbg parties,
shall constitute the entire agreement betweendhigeg hereto with respect to the matters addressedhall supercede all previous agreerr
with respect to such matters.

22. Tax Matters All payments or benefits provided under this Agrent are subject to any applicable employmeraowithholdings o
deductions. In addition, the parties hereby agnagit is their intention that all payments or biéseprovided under this Agreement be exempt
from, or if not so exempt, comply with, Code Seeti)9A and this Agreement shall be interpreted mtingly. Notwithstanding anything in
this Agreement to the contrary, if any paymentbemefits made or provided under the Agreement@meidered deferred compensation sut
to Code Section 409A payable on account of Emplsyssparation from service (but that do not meetx@amption under Code Section 409A,
including without limitation the short term defdroa the separation pay plan exemption), such paysner benefits shall be paid no earlier t
the date that is six (6) months following Employseséparation from service (or, if earlier, the ddtdeath) to the extent required by Code
Section 409A.

[signatures on following page]
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IN WITNESS WHEREOF, the parties have executedAlgieement on the day and year first hereinabovéenri

Witnessed by NEWTEK BUSINESS SERVICES, INC.

u?/wf«d% /W . ;&‘/ "

Its Chief Executive Office

Witnessed by

ﬁmﬁe-wf;sz},;&:-iw . 45.&/({{//

Seth A. Cohel
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Exhibit 18.1
PREFERABILITY LETTER FROM INDEPENDENT REGISTERED PU BLIC ACCOUNTING FIRM
May 13, 2008

Newtek Business Services, Ir
1440 Broadway, 17 Floor
New York, NY 1001¢

Dear Sirs/Madams:

As stated in Note 2 to the financial statement@fitek Business Services, Inc. (the “Company”)tfar three months ended March 31, 2008,
the Company changed its method of accounting veisipect to timing of recognition for loan sales freettlement date to trade date. As stated
in Note 2, the newly adopted accounting princiglerieferable in the circumstances because it moselg aligns the business reality at the
trade date with the criteria for recognizing a $fen of a financial asset as set forth in parag@phStatement of Financial Accounting
Standards No. 140. “Accounting for Transfers and/i8mg of Financial Assets and Extinguishments iabilities—A Replacement of FASB
Statement 125”. At your request, we have reviewatidiscussed with you the circumstances and thiedssjudgment and planning that
formulated your basis to make this change in acogiprinciple.

It should be understood that criteria have not lestablished by the Financial Accounting Stand&atsrd for selecting from among the
alternative accounting principles that exist irstarea. Further, the Public Company Accounting €igat Board has not established the
standards by which an auditor can evaluate theembility of one accounting principle among a seoéalternatives. However, for purpose:
the Company’s compliance with the requirementhief3ecurities and Exchange Commission, we areshing this letter.

Based on our review and discussion, we concur mhagement’s judgment that the newly adopted aditmuprinciple described in Note 2 is
preferable in the circumstances. In formulating fhdsition, we are relying on management’s busipeEsming and judgment, which we do not
find to be unreasonable. Because we have not aualitg financial statements of the Company as ofdatg or for any period subsequent to
December 31, 2007, we express no opinion on tlafial statements for the three months ended MaitcR008.

Very truly yours,

/s/ J.H. Cohn LLF



Exhibit 21.1
NEWTEK BUSINESS SERVICES, INC

SUBSIDIARIES

Name of Company State of Incorporation/Organization
Automated Merchant Services, It Florida
BJB Holdings Corp New York
Business Connect, LL Texas
CCC Real Estate Holdings Co., LI Delaware
CDS Business Services, Ir Delaware
CrystalTech Web Hosting, In Arizona
Exponential Business Development Co., | New York
First Bankcard Alliance of Alabama, LL Alabama
Fortress Data Management, LI Texas
Newtek Insurance Agency, LL District of Columbia
Newtek Small Business Finance, | New York
Site Sage Web Development, LI Louisiana
Small Business Lending, In Delaware
Solar Processing Solutions, LL Wisconsin
Summit Systems and Design, LI Texas
The Texas Whitestone Group, LL Texas
Universal Processing Services of Wisconsin, L Wisconsin
The Whitestone Group, LL New York
Wilshire Alabama Partners, LL Alabama
Wilshire Colorado Partners, LL Colorado
Wilshire DC Partners, LL( District of Columbia
Wilshire Holdings I, Inc New York
Wilshire Holdings Il, Inc. New York
Wilshire Louisiana Bidco, LL( Louisiana
Wilshire Louisiana Capital Management Fund, L Louisiana
Wilshire Louisiana Partners I, LL Louisiana
Wilshire Louisiana Partners IlI, LL: Louisiana
Wilshire Louisiana Partners IV, LL Louisiana
Wilshire New York Advisers Il, LLC New York
Wilshire New York Partners Ill, LL( New York
Wilshire New York Partners IV, LL( New York
Wilshire New York Partners V, LLt¢ New York
Wilshire Partners, LL( Florida

Wilshire Texas Partners I, LL Texas



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We hereby consent to the incorporation by referemé®rm S-8 (No. 333-107504, 333-119191 and 33328} of Newtek Business Services,
Inc. and Subsidiaries of our report dated March2D2,0 related to the consolidated financial stateémevhich appear in the Annual Report to
Shareholders, which is included herein in this AsdrReport on Form 10-K.

/s/ J.H. Cohn LLF

Jericho, New Yor}
March 12, 201(



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, Chief Executive Officer of NewtBlsiness Services, Inc., certify that:
1. | have reviewed this annual report on Form 16filewtek Business Services, Inc. (the “registrant”

2. Based on my knowledge, this annual report dogsaontain any untrue statement of a material dactimit to state 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 annual report;

3. Based on my knowledge, the financial statememtd,other financial information included in thisnaal report, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this annual
report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5¢r the registrant and have:

a) designed such disclosure controls and procedoresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

b) designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed
under my supervision, to provide reasonable assarsegarding the reliability of financial reportiagd the preparation of financial
statements in accordance with generally acceptealating principles;

c) evaluated the effectiveness of the registgadisclosure controls and procedures and preséntads report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

d) disclosed in this report any chance in the tegi$'s internal control over financial reportirfgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repog) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting.

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weases in the design or operation of internal corttvel financial reporting which a
reasonably likely to adversely affect the regisisability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifrole in the registrant’s
internal control over financial reporting.

/s/ BARRY SLOANE

Barry Sloane
Chief Executive Officer

Date: March 15, 2010



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, Seth A. Cohen, Chief Financial Officer of NewtBlsiness Services, Inc., certify that:
1. | have reviewed this annual report on Form 16filewtek Business Services, Inc. (the “registrant”

2. Based on my knowledge, this annual report dogsaontain any untrue statement of a material dactmit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect to the
period covered by this annual report;

3. Based on my knowledge, the financial statememtd,other financial information included in thisnaal report, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this annual
report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

b) designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed
under my supervision, to provide reasonable assaersegarding the reliability of financial reportiagd the preparation of financial
statements in accordance with generally acceptealuating principles;

c) evaluated the effectiveness of the registsadisclosure controls and procedures and preséntad report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such evaluation; and

d) disclosed in this report any chance in the tegi$'s internal control over financial reportirfgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repog) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting.

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weases in the design or operation of internal corttvel financial reporting which a
reasonably likely to adversely affect the regisisability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifrole in the registrant’s
internal control over financial reporting.

/s/ SETHA. C OHEN
Seth A. Cohen
Chief Financial Officer

Date: March 15, 2010



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 Annual Report on Form 10fNewtek Business Services, Inc. (the “Companydy,the period ended
December 31, 2009, as filed with the SecuritiesExchange Commission on the date hereof (the “R8parBarry Sloane, Chief Executive
Officer of the Company, pursuant to 18 U.S.C. Sexcti350, as added by Section 906 of the Sarb@méss Act of 2002, that, to the best of
knowledge:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExageAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of the operations of the
Company.

/s/ BARRY SLOANE

Barry Sloane,
Chief Executive Officer

March 15, 2010



Exhibit 32.2

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 Annual Report on Form 10fNewtek Business Services, Inc. (the “Companydy,the period ended
December 31, 2009, as filed with the SecuritiesExchange Commission on the date hereof (the “R8parSeth A. Cohen, Chief Financial
Officer of the Company, pursuant to 18 U.S.C. Sexcti350, as added by Section 906 of the Sarb@méss Act of 2002, that, to the best of
knowledge:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExageAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of the operations of the
Company.

/s/ SETHA. C OHEN
Seth A. Cohen,
Chief Financial Officer

March 15, 201(



