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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

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

ACT OF 1934
For the quarterly period ended September 30, 2014

OR

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

For the transition period from to

Commission File Number: 001-36742

NEWTEK BUSINESS SERVICES, CORP.

(Exact name of registrant as specified in its chaer)

Maryland 46-375518¢8
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
212 West 3t Street, 2"d Floor, New York, NY 10001
(Address of principal executive offices (Zip Code)

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

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewcti3 or 15(d) of the Securities Exchange
Act of 1934 during the past 12 months (or for sslebrter period that the registrant was requireiilécsuch reports) and (2) has been subject
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpovegbsite, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (Section 232.405 «f thapter) during the preceding 12
months (or for such shorter period that the regiigtwvas required to submit and post such filed)es No O



Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maocelerated filer, or a smaller reporting
company (as defined in Rule 12b-2 of the Exchangg. A

Large accelerated file (I Accelerated filel O

Non-accelerated file Smaller reporting compar [

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act). Yes[ No

As of November 12, 2014, there were 7,568,827 ®fGbmpany’s Common Shares outstanding.
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Iltem 1. Financial Statements.

Introductory note: Newtek Business Services, Itie (Company” or “Newtek”) merged with and into Niek Business Services, Corp. (the
“Successor Company”) effective as of November T.42(the “Effective Date”). Prior to the Effecti@ate the Successor Company was
wholly-owned by Newtek and had no other equity sharesamdig, nor any operations, material assets bilities. The financial statemer
and related disclosures presented herein are fatd¥enhich ceased existence as of the EffectiveDat

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDI TED)
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2014 AND 2013
(In Thousands, except for Per Share Data)

Three Months Ended

Nine Months Ended

September 30, September 30,
2014 2013 2014 2013
Operating revenue
Electronic payment processi $22,77.  $22,17¢ $ 67,467 $ 67,29¢
Web hosting and desi¢ 3,73¢ 4,39¢ 11,84( 13,31:
Premium incom 5,801 4,10¢ 15,93( 13,30:
Interest incom: 1,68¢ 1,244 4,81¢ 3,44(
Servicing fee incom— NSBF portfolio 91t 73C 2,661 2,001
Servicing fee incom- external portfolios 1,711 604 5,24¢ 2,34¢
Income from tax credit 11 31 39 86
Insurance commissiot 471 43¢ 1,272 1,34]
Other income 1,052 1,05¢ 3,10¢ 2,791
Total operating revenut $38,16¢ $34,77: $112,38. $105,92!
Net change in fair value ¢
SBA loans (493) (42¢) (1,640 (1,579
Credits in lieu of cash and notes payable in csaditieu of casl (2 — (2) 26
Total net change in fair valt (49E) (42€) (1,647) (1,54¢)
Operating expense
Electronic payment processing cc 19,147 18,95 57,08« 56,86
Salaries and benefi 6,481 5,69( 19,78 18,06¢
Interest 1,33( 1,47¢ 6,55¢ 4,16:
Depreciation and amortizatic 917 831 2,66¢ 2,45¢
Provision for loan losse 14 57 (52 384
Other general and administrative cc 5,25¢ 5,38¢ 15,67« 15,41
Total operating expens 33,14¢ 32,39¢ 101,71: 97,34:
Income before income tax 4,52¢ 1,95: 9,02¢ 7,03¢
Provision for income taxe 1,93¢ 137 3,69¢ 2,21¢
Net income 2,58¢ 1,81¢ 5,33¢ 4,82:
Net income attributable to n-controlling interest: 55 4 95 292
Net income attributable to Newtek Business Seryites $264: $182( $ 542¢ $ 511«
Weighted average common shares outstan- basic 7,462 7,064 7,22( 7,05t
Weighted average common shares outstan- diluted 7,69¢ 7,60/ 7,68¢ 7,56¢
Earnings per shar basic $ 03¢ $ 02 $ 078 $ 0.72
Earnings per shar diluted $ 032 $ 022 $ 071 $ 0.6¢

See accompanying notes to these unaudited condeassdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS AS OF
SEPTEMBER 30, 2014 AND DECEMBER 31, 2013
(In Thousands, except for Per Share Data)

September 3C  December 31

2014 2013
Unauditec (Note 1)
ASSETS
Cash and cash equivalel $ 4,40: $ 12,50¢
Restricted cas 15,46" 16,87
Broker receivabli 10,721 13,60¢
SBA loans held for investment, net (includes $9,atd $10,894, respectively, related to securitiratiust
VIE; net of allowance for loan losses of $1,029 &idB11, respectively 8,94¢ 10,68¢
SBA loans held for investment, at fair value (irt#s $76,336 and $74,387, respectively, relateddorgizatior
trust VIE) 102,82¢ 78,95
Accounts receivable (net of allowance of $1,307 $8id1, respectively 10,77¢ 11,60:
SBA loans held for sale, at fair val 3,42¢ 4,73¢
Prepaid expenses and other assets, net (inclug&s2pdnd $2,187, respectively, related to secatitin trust
VIE) 14,417 18,54¢
Servicing asset (net of accumulated amortizatiahalowances of $9,049 and $7,909, respectiy 8,29¢ 6,77¢
Fixed assets (net of accumulated depreciation armtezation of $11,896 and $10,547, respectiv 3,431 3,741
Intangible assets (net of accumulated amortizaifdd2,317 and $2,243, respective 1,33( 1,24(
Credits in lieu of cas 2,56( 3,641
Goodwill 12,09: 12,09:
Deferred tax asset, n 4,48 3,60¢
Total asset $ 203,18t $ 198,61.
LIABILITIES AND EQUITY
Liabilities:
Accounts payable, accrued expenses and otheritiied $ 17,67C $ 14,68¢
Notes payabli 45,59( 41,21¢
Note payabl« securitization trust VIE 52,31¢ 60,14(
Capital lease obligatio 467 642
Deferred revenu 1,347 1,27¢
Notes payable in credits in lieu of ce 2,56( 3,641
Total liabilities 119,95 121,60:
Commitments and contingenci
Equity:
Newtek Business Services, Inc. shareho’ equity:
Preferred shares (par value $0.02 per share; azshot,000 shares, no shares issued and outstu — —
Common shares (par value $0.02 per share; autkdsi4®00 shares, 7,551 and 7,383 issued,
respectively; 7,489 and 7,077 outstanding, respagtinot including 17 shares held in escre 151 14¢
Additional paic-in capital 61,98t¢ 61,93¢
Retained earning 19,961 14,53¢
Treasury shares, at cost (62 and 306 shares, teghgc (410 (1,279
Total Newtek Business Services, Inc. shareho’ equity 81,69¢ 75,34«
Non-controlling interest: 1,537 1,66
Total equity 83,23: 77,00¢
Total liabilities and equit $ 203,18 $ 198,61:

See accompanying notes to these unaudited condeossdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014 AND 2043

(In Thousands)
2014 2013
Cash flows from operating activitie
Condensed consolidated net inca $ 5332 $ 4,82
Adjustments to reconcile condensed consolidatedheetme to net cash provided by/(used in) operating
activities:
Income from tax credit (39 (86)
Amortization of deferred financing costs and debtdunt related to debt refinanci 1,90t —
Accretion of interest expen: 37 11z
Fair value adjustments on SBA loe 1,64( 1,574
Fair value adjustment of credits in lieu of casH antes payable in credits in lieu of c: 2 (26)
Deferred income taxe (880)  (1,58%
Depreciation and amortizatic 2,66¢ 2,45¢
Accretion of discoun 331 29¢
Provision for loan losse (52 384
Provision for doubtful accoun 277 531
Other, ne 1,06: 92¢
Changes in operating assets and liabilit
Originations of SBA loans held for s¢ (103,659 (91,599
Proceeds from sale of SBA loans held for ! 104,84! 90,167
Broker receivabli 2,88( (2,895
Accounts receivabl 54¢ (2,155
Prepaid expenses, accrued interest receivablethed asset 3,54¢ (2,999
Accounts payable, accrued expenses and deferredue 3,57( 2,37¢
Change in restricted ca (5,029 —
Capitalized servicing ass (2,660 —
Other, ne’ — (3,560
Net cash provided by/(used in) operating activi 16,33¢ (1,257%)
Cash flows from investing activitie
Investments in qualified busines: a77) —
Return of investments in qualified busines — 1,532
Purchase of fixed assets and customer merchantiats (1,319 (1,445
SBA loans originated for investment, 1 (33,30) (28,40%
Payments received on SBA log 9,13¢ 4,19¢
Proceeds from sale of loan held for investn 50C —
Other, ne — (109
Net cash used in investing activiti (25,157 (24,23

See accompanying notes to these unaudited condeassdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014 AND 2d3 (CONTINUED)

(In Thousands)
2014 2013
Cash flows from financing activitie
Net proceeds from bank lines of cre $ 4,02¢ $ 4,29t
Proceeds from term log 10,00( —
Repayments on notes paya (11,007 (313
Issuance of senior notes, net of issuance — 20,90¢
Repayments of senior not (8,031 (4,37)
Additions to deferred financing cos (513 (1,109
Change in restricted cash related to securitiz: 6,43¢ (609)
Proceeds from exercise of stock optir 15 15C
Other (209 67
Net cash provided by financing activiti 717  19,02(
Net decrease in cash and cash equiva (8,106 (6,46%)
Cash and cash equivaler beginning of periot 12,50¢  14,22¢
Cash and cash equivale~ end of perioc $ 4,40 $ 7,761
Supplemental disclosure of cash flow activities:
Reduction of Credits in Lieu of Cash and Notes Blya Credits in Lieu of Cash balances due toveeji of tax
credits to Certified Investol $ 1,11 $ 4,485
Increase in Additional paid in capital attributabdedeferred tax adjustment on vested si $ 166 $ —
Loans transferred to other real estate ow $ 13€¢ $ —

See accompanying notes to these unaudited condeassdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — DESCRIPTION OF BUSINESS AND BASIS OF PRESETATION:

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

The Company’s principal business segments are:

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

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

Small Business FinanceThe segment is comprised of Small Business Lendimyg, (“SBL”"), a lender service provider for thipghrties that
primarily services government guaranteed U.S. SBuiness Administration (“SBA”) loans and non-SBAans; Newtek Small Business

Finance, Inc. (“NSBF"), a nationally licensed, SBf&) lender that originates, sells and servicesdaaade to qualifying small businesses
which are partially guaranteed by the SBA, and @EDSiness Services, Inc. d/b/a Newtek Business C{&BC”) which provides receivab
financing and management services.

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

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

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

The condensed consolidated financial statememntewatek, its subsidiaries and consolidated entitiekided herein have been prepared by
the Company in accordance with accounting prinsiglenerally accepted in the United States of AmdfiGAAP”) and include all wholly-
and majority-owned subsidiaries, several portfotinpanies in which the Capcos own non-controllingarity interest and those variable
interest entities of which Newtek is considerethéahe primary beneficiary. All interempany balances and transactions have been efet
in consolidation. Non-controlling interests areadpd below net income under the heading “Net ine@ttributable to non-controlling
interests” in the condensed consolidated statenedéiteome (unaudited) and shown as a componeequaity in the condensed consolidated
balance sheets.

The accompanying notes to unaudited condensed lidetsal financial statements should be read inwwetjon with Newtek’s 2013 Annual
Report on Form 10-K. These financial statement tteen prepared in accordance with instructiof®tm 10-Q and Article 10 of
Regulation S-X and, therefore, omit or condenstagefootnotes and other information normally ird#d in financial statements prepared in
accordance with accounting principles generallyepted in the United States. In the opinion of managnt, all adjustments, consisting of
normal recurring items, considered necessary fairgresentation have been included. The resfiltperations for an interim period may |
give a true indication of the results for the emtiear. The December 31, 2013 condensed consalidatance sheet has been derived fron
audited financial statements of that date but datsnclude all disclosures required by accounprigciples generally accepted in the United
States of America.

All financial information included in the tablesihe following footnotes is stated in thousandsegt per share data.
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NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES:
Use of Estimates

The preparation of consolidated financial stateméntonformity with accounting principles geneyalccepted in the United States of
America requires management to make estimatessmuaingptions that affect the reported amounts otsssal liabilities and disclosures of
contingent assets and liabilities at the date efdbnsolidated financial statements, and the reda@inounts of revenue and expense durin
reporting period. The level of uncertainty in esttes and assumptions increases with the lengtmefuntil the underlying transactions are
complete. The most significant estimates are vagpect to valuation of investments in qualifiedibesses, asset impairment valuation,
allowance for loan losses, valuation of servicisgeds, chargback reserves, tax valuation allowances and the/ddile measurements uset
value certain financial assets and financial liib8. Actual results could differ from those esites.

Revenue Recognitio

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

Electronic payment processing revenElectronic payment processing and fee income isei@ifrom the electronic processing of credit and
debit card transactions that are authorized antloeghthrough third-party networks. Typically, meaats are charged for these processing
services on a percentage of the dollar amountaif #ansaction plus a flat fee per transactionta®@merchant customers are charged
miscellaneous fees, including fees for handlinggidacks or returns, monthly minimum fees, statdrfees and fees for other
miscellaneous services. Revenues derived froml#dugrenic processing of MasterCafdind Visa® sourced credit and debit card transactions
are reported gross of amounts paid to sponsor banks

Web hosting revenuélanaged technology solutions revenue is primardgiveed from monthly recurring service fees for tlse of its web
hosting, web design and software support servicastomer set-up fees are billed upon service tittisand are recognized as revenue over
the estimated customer relationship period of 2&ry. Payment for web hosting and related servioedding cloud plans, is generally
received one month to one year in advance. Defeenaghues represent customer payments for wemigosteb design and related services
in advance of the reporting period date. Revenueléud related services is based on actual consompsed by a cloud customer.

Sales and Servicing of SBA LoaN$SBF originates loans to customers under the SBnam that generally provides for SBA guarantees of
75% to 90% of each loan, subject to a maximum guaesamount. This guaranteed portion is generallyt® a third party via an SBA
regulated secondary market transaction utilizind\$®rm 1086 for a price equal to the guaranteed Byaount plus a premium. NSBF
recognizes premium on loan sales as equal to gte@mium plus the fair value of the initial seing asset. Revenue is recognized on the
trade date of the guaranteed portion.

Upon recognition of each loan sale, the Comparginstservicing responsibilities and receives sargifees of a minimum of 1% of the
guaranteed loan portion sold. The Company is requiv estimate its adequate servicing compensatithe calculation of its servicing asset.
The purchasers of the loans sold have no recoartse tCompany for failure of customers to pay ant®gontractually due.

Subsequent measurements of each class of serdisgggs and liabilities may use either the amombizahethod or the fair value measuren
method. NSBF has chosen to apply the amortizatiethad to its servicing asset, amortizing the assptoportion to, and over the period of,
the estimated future net servicing income on treeuging sold guaranteed portion of the loans aswkssing the servicing asset for
impairment based on fair value if and when a tiiggeevent occurs. In the event future prepaymargssignificant or impairments are
incurred and future expected cash flows are inaategio cover the unamortized servicing assetstiaddl amortization or impairment
charges would be recognized. In evaluating and unggsimpairment of servicing assets, NSBF stragifits servicing assets based on year of
loan and loan term which are the key risk char&ties of the underlying loan pools. The Compangsuasn independent valuation speciali:
estimate the fair value of the servicing assetdlgudating the present value of estimated fututeseevicing cash flows, using assumptions of
prepayments, defaults, servicing costs and discates that NSBF believes market participants waslkelfor similar assets. If NSBF
determines that the impairment for a stratum ispienary, a valuation allowance is recognized throagiharge to current earnings for the
amount the amortized balance exceeds the currenalae. If the fair value of the stratum was a&telr increase, the valuation allowance may
be reduced as a recovery. However, if NSBF detersiihat impairment for a stratum is other than tanauy, the value of the servicing asset
and any related valuation allowance is written-down

SBA Loan Interest and Fedaterest income on loans is recognized as earnéolardis placed on non-accrual status if it excé&#ldays past
due with respect to principal or interest and hia dpinion of management, interest or principatt@nloan is not
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collectible, or at such earlier time as managerdetgrmines that the collectability of such printipainterest is unlikely. Such loans are
designated as impaired non-accrual loans. All oteens are defined as performing loans. When aidesignated as impaired, the accrual
of interest is discontinued, and any accrued buabllected interest income is reversed and chargathst current operations. While a loan is
classified as impaired and the future collectapiit the recorded loan balance is doubtful, coltext of interest and principal are generally
applied as a reduction to principal outstandingarioare returned to accrual status when all timeipal and interest amounts contractually
due are brought current and future payments asonedly assured.

NSBF passes certain servicing expenditures it ;xmthe borrower, such as force placed insuransefficient funds fees, or fees it asses
such as late fees, with respect to managing the taese expenditures are recorded when incurred t®the uncertainty with respect to
collection of these passed through expendituressessed fees, any funds received to reimburse [d&Bfecorded on a cash basis as other
income.

Income from tax creditsFollowing an application process, a state will fyoii 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 statementsesihibas yet to be earned by the Capco. The Capentitled to earn tax credits upon
satisfying defined investment percentage thresheltlin specified time requirements. Newtek has €@apoperating in five states and the
District of Columbia. Each statute requires that @apco invest a threshold percentage of “certifeguital” (the funds provided by the
insurance company investors) in businesses deéineplialified within the time frames specified. As Capco meets these requirements, it
avoids grounds under the statute for its disqualifon for continued participation in the Capcogyeon. Such a disqualification, or
“decertification” as a Capco results in a permameoapture of all or a portion of the allocated ¢aedits. The proportion of the possible
recapture is reduced over time as the Capco renrageneral compliance with the program rules aegtsthe progressively increasing
investment benchmarks. As the Capco progressésimviestments in Qualified Businesses and, acaglgli places an increasing proportion
of the tax credits beyond recapture, it earns anuartnequal to the non-recapturable tax creditsrandrds such amount as income, with a
corresponding asset called “credits in lieu of Easlthe balance sheet.

The amount earned and recorded as income is detedrbly multiplying the total amount of tax creditbcated to the Capco by the
percentage of tax credits immune from recapture ¢drned income percentage) at that point. Toxtenethat the investment requirements
are met ahead of schedule, and the percentagenakgapturable tax credits is accelerated, theepteglue of the tax credit earned is
recognized currently and the asset, credits indiecash, is accreted up to the amount of tax tsefliverable to the certified investors. The
obligation to deliver tax credits to the certifiedestors is recorded as notes payable in craditsu of cash. On the date the tax credits are
utilizable by the certified investors, the Capcargases credits in lieu of cash with a correspandacrease to notes payable in credits in lieu
of cash.

Insurance commissionRevenues are comprised of commissions earned omyres paid for insurance policies and are recoghaehe

time the commission is earned. At that date, theiegs process has been completed and the Compangstimate the impact of policy
cancellations for refunds and establish reservies.réserve for policy cancellations is based otohcal cancellation experience adjusted by
known circumstances.

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

. Receivable feeReceivable fees are derived from the funding (paseh of receivables from finance clients. NBC rexoes the
revenue on the date the receivables are purchasegescentage of face value as agreed to by idwet cNBC also has arrangements
with certain of its clients whereby it purchases thient’s receivables and charges a fee at afsgbcate based on the amount of funds
advanced against such receivables. The funds mad\cke collateralized by accounts receivable aadnitome is recognized as earn

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

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

. Other feesThese fees include re-underwriting fees, due diligefees, termination fees, under minimum fees odiner fees including
finance charges, supplies sold to clients, NSF, fe&s fees and administration fees. These feeslaryed upon funding, takeovers or
liquidation of finance clients. The Company alsoeiges commission revenue from various sout
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Electronic Payment Processing Cos

Electronic payment processing costs consist prallgipf costs directly related to the processingnafrchant sales volume, including
interchange fees, VISRand MasterCar® dues and assessments, bank processing fees asgaimsto thirdparty processing networks. St
costs are recognized at the time the merchantacéioss are processed or when the services arerperfl. Two of the most significant
components of electronic processing expenses iacéhtdrchange and assessment costs, which arg get bredit card associations.
Interchange costs are passed on to the entitynigsbie credit card used in the transaction andsassent costs are retained by the credit card
associations. Interchange and assessment feesledepbimarily as a percent of dollar volume presed or, to a lesser extent, as a per
transaction fee. In addition to costs directly tedbto the processing of merchant sales volumeirel@ic payment processing costs also
include residual expenses, which represent feestpahird-party sales referral sources. Residypéases are paid under various formulae as
contracted. These are generally linked to revedaesed from merchants successfully referred toGbmpany and that begin using the
Company for merchant processing services.

Restricted Casl

Restricted cash includes cash collateral relating $ecurity deposit, monies due on SBA loan-rdlegenittances and insurance premiums
received by the Company and due to third partiash dield by the Capcos restricted for use in magaad operating the Capco, making
qualified investments and for the payment of incaex@s; cash reserves associated with the seatidtiztransactions, cash set aside to
purchase unguaranteed portions originated subsetu#re securitization transactions, cash heldlagked accounts used to pay down bank
note payables, cash held for our payroll clientgingto be remitted to their employees or taxingharity and a cash account maintained as a
reserve against electronic payment processing ebank losses. The following is a summary of redcash by segment:

(In thousands) September 30, 201 December 31, 201
Electronic payment processil $ 542 $ 573
Small business financ 11,76 12,82¢
All other 2,16¢ 2,47¢
Corporate activitie: 991 98¢
Capcos 1 11
Totals $ 15,46¢ $ 16,87"

Broker Receivable

Broker receivable represents amounts due from frartles for loans which have been traded at pesiwbibut have not yet settled.

SBA Loans Held for Investmer

For loans that completed funding before Octob@010, SBA loans held for investment are reportetieit outstanding unpaid principal
balances adjusted for charge-offs, net deferrenl domination costs and the allowance for loandss$or loans that completed funding on or
after October 1, 2010, management elected to &irevSBA loans held for investment within the faatue hierarchy that prioritizes
observable and unobservable inputs utilizing L&vehobservable inputs which reflect the Companywa expectations about the
assumptions that market participants would useiaging the asset (including assumptions about riBkipr to 2013, the Company determined
fair value based on its securitization pricingweed| as internal quantitative data on the portfalith respect to historical default rates and
future expected losses, and now uses a discouastdflow method, which includes assumptions for wiative default rates, prepayment
speeds, servicing cost and a market yield.

If a loan measured at fair value is subsequentpained, then the fair value of the loan is meastiskd on the present value of expected
future cash flows discounted at the loan’s mankirest rate, or the fair value of the collateeabl estimated costs to sell, if the loan is
collateral dependent. The significant unobservaipeats used in the fair value measurement of thmined loans involve management’s
judgment in the use of market data and third pastimates regarding collateral values. Such estisrate further discounted by 2(—80% tc
reflect the cost of liquidating the various assgtder collateral. Any subsequent increases or deeeein any of the inputs would result in a
corresponding decrease or increase in the resentean loss or fair value of SBA loans, dependingvhether the loan was originated prior
or subsequent to October 1, 2010. Because the hmmrsnterest at a variable rate, NSBF does na# tafactor in interest rate risk.
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Allowance for SBA Loan Losse

For loans funded before October 1, 2010, the altmedor loan losses for performing loans is esstiell by management through provisions
for loan losses charged against income. The anaduhe allowance for loan losses is inherently satiye, as it requires making material
estimates which may vary from actual results. Managnts ongoing estimates of the allowance for loan lesse particularly affected by t
changing composition of the loan portfolio over thst few years as well as other portfolio chanagties, such as industry concentrations and
loan collateral. The adequacy of the allowancddan losses is reviewed by management on a moh#sis at a minimum, and as
adjustments become necessary, are reflected imtiges during the periods in which they become kmo@onsiderations in this evaluation
include past and anticipated loss experience, idierent in the current portfolio and evaluatidmeal estate collateral as well as current
economic conditions. In the opinion of managemta,allowance, when taken as a whole, is adeqaatbdorb estimated loan losses inhe

in the Company’s entire loan portfolio. The allowarconsists of specific and general reserves. poefic reserves relate to loans that are
classified as either loss, doubtful, substandarspecial mention that are considered impaired. lRnwance is established when the
discounted cash flows (or collateral value or obaleie market price) of the impaired loan is lowsart the carrying value of that loan. The
general component covers non-classified loans @bdsed on historical loss experience adjustedualitative factors.

Loans funded on or after October 1, 2010 are rexxbaed fair value. Changes in the value of suchdpamether performing or impaired, are
reported as a net change in the fair value of S&h$ held for investment in the consolidated stategrof operations.

A loan is considered impaired when, based on cuinéormation and events, it is probable that tleen@any will be unable to collect the
scheduled payments of principal or interest whematicording to the contractual terms of the loaeeamgent, and includes troubled debt
restructured loans. Other factors considered byagament in determining impairment include payméatus and collateral value. Loans that
experience insignificant payment delays and payrskottfalls generally are not classified as imghidanagement determines the
significance of payment delays and payment shésttad a case-by-case basis, taking into consiaderafi of the circumstances surrounding
the loan and the borrower, including the lengtthefdelay, the reasons for the delay, the borr@ymibr payment record, and the amount of
the shortfall in relation to the principal and irgst owed.

Impairment of a loan is measured based on the preatie of expected future cash flows discountaetie@loan’s market interest rate, or the
fair value of the collateral less estimated costsdl, if the loan is collateral dependent. Imediloans for which the carrying amount is based
on fair value of the underlying collateral are ind#d in SBA loans held for investment, net, aneregl at estimated fair value on a non-
recurring basis, both at initial recognition of iaipment and on an on-going basis until recovergharge-off of the loan amount. The
determination of impairment involves managemenitiggment in the use of market data and third patiyrates regarding collateral values.
For loans funded before October 1, 2010, the impant of a loan resulted in management establistingllowance for loan losses through
provisions for loan losses charged against incdoresubsequent loans at fair value, impairmentltesu a net change in the fair value of
SBA loans held for investment. Amounts deemed tarmmllectible are charged against the allowancéofin losses or reduces the fair value
and subsequent recoveries, if any, are creditéluetallowance or increases the fair value.

The Company’s charge-off policy is based on a logitean review for which the estimated uncolleaipbrtion of nonperforming loans is
charged off against the corresponding loan recé&vahd the allowance for loan losses or againstatiection in fair value.

Troubled Debt Restructured Loans

A loan is considered a troubled debt restructufiif)R”) when a borrower is experiencing financisfficulties that lead to a restructuring
that the Company would not otherwise consider. €ssions per Accounting Standards Codification, CASTopic 310, Receivables, may
include rate reductions, principal forgivenesseaston of the maturity date and other actions toimmize potential losses. All TDRs are
modified loans; however, not all modified loans aE@Rs.

The Company reviews its modified loans for TDR sificsation. When a borrower is granted extendeatimpay and there are no other
concessions as to rate reductions or principalladwe remains an accrual loan. Certain time exterssbased on the time value of money
require reserves to be established despite nauptisn on payments being made. In the case ofautiethe loan becomes non-accrual and
reviewed by committee for adequate specific resetoghat loan.

SBA Loans Held For Sale

For guaranteed portions funded, but not yet tradethch measurement date, management elected valize SBA loans held for sale within
the fair value hierarchy that prioritizes obsereahd unobservable inputs used to measure faie wailizing
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Level 2 inputs. These inputs include debt securitigh quoted prices that are traded less frequéindn exchange-traded instruments or have
values determined using a pricing model with ingh&t are observable in the market. The secondarkehfor the guaranteed portions is
extremely robust with broker dealers acting as arindealers. NSBF sells regularly into the market @an quickly price its loans held for
sale. The Company values the guaranteed portiad@s observable market prices for similar assets.

Loans receivable held for sale are sold with theisiag rights retained by NSBF. For loans fundeidipto October 1, 2010, gains on sales of
loans are recognized based on the difference battheeselling price and the carrying value of thlated loans sold. Unamortized net
deferred loan origination costs are recognized @mgonent of gain on sale of loans. For loansddnoh or after October 1, 2010, premium
on loan sales is equal to the cash premium plufathgalue of the servicing asset while reverdimg fair value gain previously recorded.

Purchased Receivable

For clients of NBC that are assessed fees basadd@tount as well as for clients that are on memplus fee schedule, purchased receivables
are recorded at the point in time when cash isaseld to the client. A majority of the receivablasghased with respect to prime plus
arrangements are recourse and are sold back thieheif aged over 90 days, depending on conted@greements. Purchased receivables are
included in accounts receivable on the condensasdatiolated balance sheets.

Investments in Qualified Businesst

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

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

those the Company has effective control over, os¢ldeemed to be a variable interest entity in fivtie Company is the primary beneficiary
are generally accounted for under the consolidatiethod of accounting. Under this method, an inaest’s financial position and results of
operations are reflected within the Company’s cosdd consolidated financial statements. All sigaifit inter-company accounts and
transactions are eliminated, including returnsroigipal, dividends, interest received and investtmedemptions. The results of operations
and cash flows of a consolidated operating entiyirzcluded through the latest interim period inehhithe Company owned a greater than
50% direct or indirect voting interest, exercisedtcol over the entity for the entire interim petior was otherwise designated as the primary
beneficiary. Upon dilution of control below 50%, @wpon occurrence of a triggering event requirirgpresideration as to the primary
beneficiary of a variable interest entity, the againg method is adjusted to the equity or costwoetof accounting, as appropriate, for
subsequent periods.

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

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

Cost MethodInvestments not accounted for under the consotidadr the equity method of accounting are accouftednder the cost
method of accounting. Under this method, the Comigashare of the net earnings or losses of sucbsitneents is not included in the
Company’s condensed consolidated financial statesnelowever, cost method impairment charges amgrezed, as necessary, in the
Company’s condensed consolidated financial statesn#rcircumstances suggest that the value ofithestee has subsequently recovered,
such recovery is not recorded until ultimately ldated or realized.

The Company’s debt and equity investments havetantislly been made with funds available to Newttalough the Capco programs. These
programs generally require that each Capco meénhiaom investment benchmark within five years dfiéi funding all of which have been
met. In addition, any funds received by a Capca sesult of a debt repayment or equity return mager the terms of the Capco programs,
be reinvested and counted towards the Capcos’ mimiinvestment benchmarks.

Securitization Activities

NSBF engaged in securitization transactions oltihguaranteed portions of its SBA 7(a) loans in 2@0D01 and 2013. Because the transf
these assets did not meet the criteria of a salecimounting purposes, it was treated as a setum@dwing. NSBF continues to recognize the
assets of the secured borrowing in Loans heldiegstment and the associated financing in Notealgayn the condensed consolidated
balance sheets.
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Share— Based Compensation

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

Fair Value

ASC Topic 820 stipulates a fair value hierarchydobsn whether the inputs to valuation techniquiized to measure fair value are
observable or unobservable. Observable inputsctafiarket data obtained from independent sourckie wnobservable inputs reflect
Company-based assumptions. The Company adoptedatimds of fair value to value its financial assetd liabilities. The Company carries
its credits in lieu of cash, prepaid insurance moigs payable in credits in lieu of cash at falugaas well as its SBA loans held for
investment and SBA loans held for sale. Fair vaduzased on the price that would be received {aasehsset or paid to transfer a liability in
an orderly transaction between market participahthe measurement date. In accordance with AS@Ba® and in order to increase
consistency and comparability in fair value measmets, the Company utilized a fair value hierartttat prioritizes observable and
unobservable inputs used to measure fair valuetimée broad levels, which are described below:

Level 1 Quoted prices in active markets for identical assetiabilities. Level 1 assets and liabilitieslude debt and equity securities
and derivative contracts that are traded in ava&kchange market, as well as certain U.S. Trgasther U.S. Government a
agency mortgac-backed debt securities that are highly liquid aredaactively traded in ov-the-counter markets

Level 2 Observable inputs other than Level 1 prices, ssajuated prices for similar assets or liabilitiggoted prices in markets that i
not active; or other inputs that are observableaorbe corroborated by observable market dataufmstantially the full term of
the assets or liabilities. Level 2 assets andlltads include debt securities with quoted pridesttare traded less frequently than
exchange-traded instruments and derivative comstighbse value is determined using a pricing modkl iputs that are
observable in the market or can be derived pritlgifieom or corroborated by observable market datds category generally
includes certain U.S. Government and agency moetdpagked debt securities, corporate debt secyritexdsative contracts and
residential mortgage loans h-for-sale.

Level 3 Unobservable inputs that are supported by littla@market activity and that are significant to thie value of the assets or
liabilities. Level 3 assets and liabilities inclufileancial instruments whose value is determinadgipricing models, discounted
cash flow methodologies, or similar techniquesyal as instruments for which the determinatiorieof value requires
significant management judgment or estimation. Thigegory generally includes certain private eqgintqestments, retained
residual interests in securitizations, residemtiattgage servicing rights, and highly structuredbog-term derivative contract
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Income Taxes

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

The Company’s U.S. Federal and state income taxnefprior to fiscal year 2011 are closed and memeggnt continually evaluates expiring
statutes of limitations, audits, proposed settlésiarhanges in tax law and new authoritative rgling

Accounting for Uncertainty in Income Taxe

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

Fair Value of Financial Instruments

As required by the Financial Instruments Topictef Financial Accounting Standards Board (“FASB”Y&%opic 820, the estimated fair
values of financial instruments must be disclogedluding fixed assets, intangible assets, goodadiltl prepaid expenses and other assets
(noted below), substantially all of the Companyssets and liabilities are considered financiakrimsents as defined under this standard. Fair
value estimates are subjective in nature and grerdkent on a number of significant assumptionscéestsal with each instrument or group of
similar instruments, including estimates of disdoates, risks associated with specific finanaiatiuments, estimates of future cash flows
and relevant available market information.

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

e Cash and cash equivale

* Restricted cas

» Broker receivabli

» Accounts receivabl

* Notes payabl

» Accrued interest receivable (included in Prepaidemses and other asse

» Accrued interest payable (included in Accounts p#gjaaccrued expenses and other liabilit

» Accounts payable and accrued expet
The carrying value of Capco investments in Qualifizisinesses (included in Prepaid expenses andadbets), Credits in lieu of cash and

Notes payable in credits in lieu of cash as welt@SBA loans held for investment and SBA loanis ier sale approximate fair value bas
on management’s estimates.

New Accounting Standard

In January 2014, the FASB issued ASU 2014-04, “Redxdes — Troubled Debt Restructurings by CreditRaclassification of Residential
Real Estate Collateralized Consumer Mortgage Logas Foreclosure (a consensus of the FASB Emetgsugs Task Force).” The update
clarifies that an in substance repossession oclfasare occurs, and a creditor is considered te heweived physical possession of residential
real estate property collateralizing a consumertgage loan, upon either (1) the creditor obtainégal title to the residential real estate
property upon completion of a foreclosure or (2 borrower conveying all interest in the residdnial estate property to the creditor to
satisfy that loan through completion of a deedén bf foreclosure or through a similar legal agneat. The ASU is effective for fiscal years
and interim periods beginning after December 18420 he adoption of this ASU is not expected toehasignificant impact on the
Company’s Consolidated Financial Statements olatisces.

In May 2014, the FASB issued ASU No. 2014-09, “Rexefrom Contracts with Customers.” ASU 2014-09ssedes the revenue
recognition requirements in “Accounting Standardlifioation 605 — Revenue Recognition” and most Btduspecific
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guidance. The standard requires that entities régzegevenue to depict the transfer of promisedigaw services to customers in an amount
that reflects the consideration to which a compaxpects to be entitled in exchange for those goodegrvices. This ASU is effective for
fiscal years beginning after December 15, 2016. £B8W4-09 permits the use of either the retrospeaivcumulative effect transition
method. The adoption of this ASU is not expecteldawee a material impact on the Company’s Consdaifi&inancial Statements or
disclosures.

In June 2014, the FASB issued ASU 2014-11 “Repwetia-Maturity Transactions, Repurchase Financiagd,Disclosures” which changes
the accounting for repurchase-to-maturity transastiand linked repurchase financings to securesbWworg accounting, which is consistent
with the accounting for other repurchase agreemémeddition, ASU 2014-11 requires disclosuresudti@ansfers accounted for as sales in
transactions that are economically similar to repase agreements and about the types of collpiedded in repurchase agreements and
similar transactions accounted for as secured tamgs. The accounting changes in ASU 2014-11 aadltbclosure for certain transactions
accounted for as a sale are effective for publramanies for the first interim or annual period ledgng after December 15, 2014. For public
companies, the disclosure for transactions accduoteas secured borrowings is required to be pteskfor annual periods beginning after
December 15, 2014, and interim periods beginnitgr &flarch 15, 2015. The adoption of this ASU is exppected to have a material impact
on the Company’s Consolidated Financial Statemandksclosures.

In June 2014, the FASB issued ASU 2014-12 “Comp@rsa Stock Compensation (Topic 718): Accountiog$hare-Based Payments
When the Terms of an Award Provide That a Perfogeadrarget Could Be Achieved after the RequisiteiSerPeriod," which requires that
performance target that affects vesting and thaldche achieved after the requisite service peddreated as a performance condition an
a result, should not be included in the estimatibtine grant-date fair value of the award. ASU 2024will be effective for annual periods
beginning after December 15, 2015 and may be appitber prospectively to all awards granted or ified after the effective date or
retrospectively, to all periods presented. The dopf this ASU is not expected to have a matengdact on the Company’s Consolidated
Financial Statements or disclosures.

NOTE 3 — FAIR VALUE MEASUREMENTS:
Fair Value Option Elections

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

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

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

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

The Company elected the fair value option in otdeeflect in its condensed financial statemengsatsumptions that market participants use
in evaluating these financial instruments.
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Assets and Liabilities Measured at Fair Value on &ecurring Basis:

Fair Value Measurements at September 30, 2014 Usin

Change in
(In thousands): Total Level1 Level 2 Level 3 Fair Value
Assets
Credits in lieu of cas $ 256 $— $256( $ — $ (7
SBA loans held for investme 102,82¢ — — 102,82¢ (545)
SBA loans held for sal 3,42¢ — 3,42¢ — (127)
Total asset $108,81: $ — $5,98¢ $102,82¢ $ (679)
Liabilities
Notes payable in credits in lieu of ce $ 256 $— $256( $ — $ 5

For the nine months ended September 30, 2014,ahgp@&ny charged-off $973,000 in losses relatedst8 BA loans held for investment at
fair value.

Assets and Liabilities Measured at Fair Value on &ecurring Basis:

Fair Value Measurements at December 31, 2013 Usin

Change in
(In thousands): Total Level1 Level 2 Level 3  Fair Value
Assets
Credits in lieu of cas $364] $— $3641 $§ — $ —
SBA loans held for investme 78,95 — — 78,95 (1,629
SBA loans held for sal 4,73¢ — 4,73¢ — 403
Total asset $87,32¢ $ — $8,37¢ $78,95. $ (1,226
Liabilities
Notes payable in credits in lieu of ce $364] $— $3641 $§ — $ 21

Fair value measurements:

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

The Company elected to account for both credit@inof cash and notes payable in credits in liecash at fair value in order to reflect in its
condensed consolidated financial statements thargaions that market participants use in evaluatiege financial instruments.

The Company’s Capcos’ debt, enhanced by Chartisanse, effectively bears the nonperformance rfisBhartis. The closest trading
comparators are the debt of Chartis’ parent, Alkeréfore the Company calculates the fair valueottfi the credits in lieu of cash and notes
payable in credits in lieu of cash using the yialfisarious AIG notes with similar maturities tocheof the Company’s respective Capcos’
debt (the “Chartis Note Basket”). The Company @édb discontinue utilizing AIG’s 7.70%
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Series A-5 Junior Subordinated Debentures becaase long maturity notes began to trade with chiartics of a preferred stock after AIG
received financing from the United States Goverrnimene Company considers the Chartis Note Basketval 2 input under fair value
accounting, since it is a quoted yield for a simli@bility that is traded in an active exchangerkes The Company selected the Chartis Note
Basket as the most representative of the nonpeafiacmrisk associated with the Capco notes bechagate Chartis issued notes, are
actively traded and because maturities match aatiteu of cash and notes payable in creditéein of cash.

After calculating the fair value of both the cradit lieu of cash and notes payable in creditgein bf cash, the Company compares their
values. This calculation is done on a quarterlysh&alculation differences primarily due to taedit receipt versus delivery timing may
cause the value of the credits in lieu of cashifferdfrom that of the notes payable in creditdi@u of cash. Because the credits in lieu of cash
asset has the single purpose of paying the notegbfgin credits in lieu of cash and has no ottaduer to the Company, Newtek determined
that the credits in lieu of cash should equal thies payable in credits in lieu of cash.

On December 31, 2013, the yield on the Chartis Batgket was 1.49%. As of September 30, 2014, tteetda Company revalued the asset
and liability, the yields on the Chartis notes aggxd 1.65% reflecting changes in interest ratéisenmarketplace. This increase in yield
increased both the fair value of the credits in i cash and the fair value of the notes payabteadits in lieu of cash. For the three and nine
months ended September 30, 2014, the Company eepaibss of $2,000.

On December 31, 2012, the yield on the Chartis Baisket was 1.72%. As of September 30, 2013, tteetda Company revalued the asset
and liability, the yields on the Chartis notes aged 1.73% reflecting changes in interest ratéisaémmarketplace. This increase in yield
increased both the fair value of the credits in ¢ cash and the fair value of the notes payabteadits in lieu of cash. The Company
increased the value of the credits in lieu of dasbqual the value of the notes payable in crédiigu of cash because the credits in lieu of
cash can only be used to satisfy the liability engt equal the value of the notes payable in grédilieu of cash at all times. There was no
material net change in fair value reported in tloenPany’s condensed consolidated statements of iedonthe three months ended
September 30, 2013, and for the nine months endpte®ber 30, 2013, the Company reported a gaid&0$H0.

Changes in the future yield of the Chartis Notek®asvill result in changes to the fair values of tredits in lieu of cash and notes payable in
credits in lieu of cash when calculated for futpegiods; these changes will be reported througlCidmapany’s condensed consolidated
statements of income.

SBA 7(a) Loans

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

this increase in value at the true time when iuo@. Under fair value, the value of the guaraigeecorded when it economically occurs at
the point of the creation and funding of the loamd is not delayed until the sale occurs. Conteammusly, the value of the unguaranteed
portion will also be determined to reflect the fdidlir value of the loan.
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Although the fair value election is for the ent8BA 7(a) loan, the Company primarily sells the gméeed portions at the completion of
funding. The need to record the fair value fordiaranteed portion of the loan will primarily ocaunen a guaranteed portion is not traded at
period end (“SBA loans held for sale”). The ungudead portion retained is recorded under “SBA |dzeld for investment.”

SBA Loans Held for Investmer

For loans that completed funding before Octob@010, SBA loans held for investment are reportatieit outstanding unpaid principal
balances adjusted for charge-offs, net deferrenl domination costs and the allowance for loandss$or loans that completed funding on or
after October 1, 2010, management elected to &irevSBA loans held for investment within the fatue hierarchy that prioritizes
observable and unobservable inputs utilizing L&mehobservable inputs which reflect the Companys expectations about the
assumptions that market participants would useicing the asset (including assumptions about risk)

In determining the fair value of loans held for@stment at September 30, 2014, the Company usisda@udted cash flow model which
incorporated a series of expected future cash flowthe performing SBA 7(a) loan portfolio, anddbdunts those cash flows at a market
clearing yield of 5.38%. The key assumptions useithé model are considered unobservable inputsrahee anticipated prepayment
speeds, cumulative default rates, the cost of éeawicing, recovery rates and Prime rate expectstibhe Company used an assumed
prepayment speed of 19% based on current markeittmors and historical experience for the loan fodid, against a prepayment curve
developed from NSBF historical experience to cataibxpected loan prepayments in a given year.ubsfare defined as any loan placed on
non-accrual status as of September 30, 2014. Thaelteate, defined as the percent of loan balahatwill enter final liquidation in a given
year, was estimated to be 25%, and was derived W8BF historical experience. The mix of NE's loan portfolio continues to shift from
start-up businesses, to predominately originatingxXisting businesses. Our historical default a3sd Fates demonstrate that this particular
segment (i.e. Existing Business) of our SBA loartfptio continues to experience the lowest ratdefaults and ultimate losses over our
twelve year history of originating loans. When cartipg the cumulative default rate to be applieth®s performing portfolio loan balances,
the Company excluded the last three years of @tigins as those loans have not seasoned yet. $taudited cash flow resulted in a price
equivalent of 94.97% of the par amount on our Idzald for investment as of September 30, 2014.

If a loan measured at fair value is subsequentfyained, then the fair value of the loan is meastiaezkd on the present value of expected
future cash flows discounted at the loan’s manktsrest rate, or the fair value of the collatef#hé loan is collateral dependent. The
significant unobservable inputs used in the faluganeasurement of the impaired loans involve mamamt's judgment in the use of market
data and third party estimates regarding collateahles. Such estimates are further discountedbly 2 80% to reflect the cost of liquidating
the various assets under collateral. Any subseqoerdgases or decreases in any of the inputs wesldt in a corresponding decrease or
increase in the reserve for loan loss or fair valu8BA loans, depending on whether the loan wagrated prior or subsequent to October 1,
2010. Because the loans bear interest at a varnatdeNSBF does not have to factor in interest risk.

Below is a summary of the activity in SBA loansdchidr investment, at fair value for the nine monginsled September 30, 2014 and 2013,
respectively, (in thousands):

Nine Months Endec Nine Months Endec

September 30, 201 September 30, 201

Balance, beginning of period $ 78,95 $ 43,05¢
SBA loans held for investment, originat 33,19 28,35
Loans transferred to other real estate ow (33 —

Payments receive (7,76%) (2,559
Fair value los! (1,519 (1,737%)
Balance, end of peric $ 102,82 $ 67,11.

SBA Loans Held For Sal¢

For guaranteed portions funded, but not yet tradedhch measurement date, management elected valis SBA loans held for sale within
the fair value hierarchy that prioritizes obserea#hd unobservable inputs used to measure faie waillizing Level 2 inputs. These inputs
include debt securities with quoted prices thatterded less frequently than exchange-traded im&nts or have values determined using a
pricing model with inputs that are observable ia tharket. The secondary market for the guarantesibps is extremely robust with broker
dealers acting as primary dealers. NSBF sells aglyuihto the market and can quickly price its Isdor sale. The Company values the
guaranteed portion based on market prices equhétguaranteed loan amount plus a premium thatlisative of market based prices.
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Other Fair Value Measurements

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

Assets
Impaired loan:
Other real estate ownt

Total asset

Assets
Impaired loan:

Other real estate ownt

Total asset

Impaired loans

Fair Value Measurements at September 30, 2014 Usin

Change in

Total Level 1 Level 2 Level 3 Fair Value

$ 1,181 $ — $ — $ 1,181 $ 54

55(C — 55(C — (142)

$ 1731 $ — $ 55C $ 1,181 $ (8Y)
Fair Value Measurements at December 31, 2013 Usin

Change in

Total Level 1 Level 2 Level 3 Fair Value

$ 3441 $ — $ — $ 3441 $ (1,02

79¢€ — 79¢€ — (182)

$ 423¢ $ — $ 79¢ $ 3,441 $ (1,209

Impairment of a loan is measured based on the preatue of expected future cash flows discountati@loans effective interest rate, or t
fair value of the collateral less estimated ligtiola costs if the loan is collateral dependent. dimgd loans for which the carrying amount is
based on fair value of the underlying collateral imcluded in SBA loans held for investment, nesets and balances include fair value

measurements on a non-recurring basis, both &lirgcognition of impairment and on an on-goingibauntil recovery or charge-off of the

loan amount. The significant unobservable inpuedun the fair value measurement of the impairediéainvolve management’s judgment in
the use of market data and third party estimatgarding collateral values. Such estimates are éudiscounted by 20% — 80% to reflect the

cost of liquidating the various assets under cattdt VValuations in the level of impaired loans aodresponding impairment affect the leve

the reserve for loan losses. Any subsequent ineseasdecreases in any of the inputs would reswdtdorresponding decrease or increase in

the reserve for loan loss or fair value of SBA Ipattepending on whether the loan was originateat pri subsequent to October 1, 2010.

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

The estimated fair value of other real estate owsedlculated using observable market informatiociuding 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 withisgahe Companyg interests. Where bid information is not availdblea specific property

the valuation is principally based upon recentgeantion prices for similar properties that havenbs@d. These comparable properties share

comparable demographic characteristics. Otherastate owned is generally classified within Levelf 2he valuation hierarchy.
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NOTE 4 — SBA LOANS:

SBA loans are geographically concentrated in NewkYb1.67%) and Florida (11.40%). Below is a sumyradrthe activity in the SBA loans
held for investment, net of the allowance for lé@gses, for the nine months ended September 3@, @91housands):

Balance at December 31, 20 $ 89,64(
SBA loans funded for investme 33,19:
Fair value adjustmel (1,519
Payments receive (9,139
Sale of loan held for investme (500
Provision for SBA loan loss¢ 52
Loans transferred to other real estate ow (136
Discount on loan originations, n 177
Balance at September 30, 2( $111,77.

Below is a summary of the activity in the allowarigeloan losses, cost basis, for the three and mionths ended September 30, 2014 and
2013, respectively (in thousands):

Three Months Three Months
Nine Months  Nine Months
Ended Ended Ended Ended
September 3C September 3C  September 3C  September 3C

2014 2013 2014 2013
Allowance for loan losses, cost basi
Balance, beginning of peric $ 1,51C $ 1,717 $ 1,811 $ 2,58¢
Provision for loan losse 14 57 (52 384
Loans charge-off (518 (81) (77€) (1,309
Recoveries 23 17 46 39
Balance, end of peric $ 1,02¢ $ 1,71C $ 1,02¢ $ 1,7.(
Individually evaluated for impairmel $ 83t $ 1,707 $ 83t $ 1,701
Collectively evaluated for impairme 194 3 194 3
Balance, end of peric $ 1,02¢ $ 1,71C $ 1,02¢ $ 1,71(
Total loans, cost basis
Individually evaluated for impairmel $ 2,01t $ 4,092 $ 2,01t $ 4,092
Collectively evaluated for impairme 8,624 10,79: 8,624 10,79:
Balance, end of peric $ 1063¢ $ 1488 $ 10,63¢ $ 14,88t

The allowance for loan losses as of December 313 2thounted to $1,609,000 and $202,000 for loaakiated individually and collective
for impairment, respectively. The cost basis ohlbaeld for investment as of December 31, 2013 ameduo $3,466,000 and $9,875,000 for
loans evaluated individually and collectively farpairment, respectively.

Below is a summary of the activity in the SBA lodredd for sale for the nine months ended Septe®®e2014 (in thousands):

Balance at December 31, 20 $ 4,73«
Originations of SBA loans held for s¢ 103,65¢
Fair value adjustmel (227
SBA loans solc (104,849
Balance at September 30, 2( $ 3,42¢
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All loans are priced at the Prime interest rates @ipproximately 2.75% to 3.75%. The only loans wifixed interest rate are defaulted loans
of which the guaranteed portion sold is repurchdsed the secondary market by the SBA, while thguaranteed portion of the loans still
remains with the Company. As of September 30, 20iDecember 31, 2013, SBA loans receivable helthi@stment with adjustable
interest rates amounted to $112,744,000 and $9D083respectively.

For the nine months ended September 30, 2014 al®] & Company funded approximately $136,851,000%119,951,000 in loans and
sold approximately $104,845,000 and $90,167,008efuaranteed portion of the loans, respectiRéceivables from loans traded but not
settled of $10,727,000 and $13,606,000 as of SdpeA0, 2014 and December 31, 2013, respectiveypr@sented as broker receivable in
the accompanying condensed consolidated balaneg¢sshe

The outstanding balances of loans past due ovetyniays and still accruing interest as of Septeribe2014 was approximately $840,000;
there were no loans past due over ninety daystihdceruing interest as of December 31, 2013.

For the nine months ended September 30, 2014 anddyear ended December 31, 2013, the averagadsbf impaired loans was
$8,520,000 and $6,887,000. At September 30, 20dDacember 31, 2013, total impaired loans amoutat&®,667,000 and $7,678,000,
respectively and approximately $835,000 and $1(@I®in specific reserves included in the allowafocdoan losses. At September 30, 2014
and December 31, 2013, $141,000 and $163,000 offaBAalue discount were allocated against sugbeined loans, respectively.

Had interest on these impaired non-accrual loars becrued, such interest would have totaled appaigly $383,000 and $306,000 for the
nine months ended September 30, 2014 and 201%atdsey. Interest income, which is recognized arash basis, related to the impaired
non-accrual loans for the nine months ended Sepmet) 2014 and 2013, was not material.

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

(in thousands)

September 30, 201

December 31, 201

Fair Value Cost Basi:

Fair Value Cost Basi:

Due in one year or less $ — 3 5% $ — $ 3i¢
Due between one and five yei — 3,73 — 4,50¢
Due after five year 108,41( 6,85( 83,98¢ 8,51:
Total 108,41(  10,63¢ 83,98¢  13,34:
Less: Allowance for loan loss — (2,029 — (1,81))
Less: Deferred origination fees, t — (66€) — (847)

Less: Fair value adjustme

Balance, ne

The payment status of gross SBA loans held forstment is as follows:

Days Past Du

(5,582) —

(5,037) —

$102,82¢ $ 8,94/

$ 78,957 $10,68¢

(in thousands

September 30, 201 December 31, 201

Current $ 108,13« $ 87,12:
31-90 40¢ 2,521
> 90 84(C _

Non-accrual 9,667 7,67¢
Balance, ne $ 119,04¢ $ 97,32¢

The payment status of non-accrual SBA loans helihfestment per the table above is as follows:

Days Past Du

(in thousands

September 30, 201 December 31, 201

Current $ 1,381 $ 532
31-90 421 177
> 90 7,86¢ 6,96¢
Balance, ne $ 9,667 $ 7,67¢

The Company evaluates the credit quality of itslpartfolio by employing a risk rating system tigsimilar to the Uniform Classification
System which is the asset classification systenptadioby the Federal Financial Institution Examioasi Council. The Company'’s risk rating
system is granular with multiple risk ratings irthbb¢he Acceptable and Substandard categories. Apsgt of the ratings are predicated upon
numerous factors, including credit risk scoreslatetal type, loan to value ratios, industry, finghhealth of the business, payment history,
other internal metrics/analysis, and qualitativeeasments.
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Risk ratings are refreshed as appropriate based emusiderations such as market conditions, loanaaeristics, and portfolio trends. The
Company’s gross SBA loans held for investment rdedrat cost by credit quality indicator are asoieH:

(in thousands

Risk Rating September 30, 201 December 31, 201
Acceptable $ 749 $ 7,42(
Other assets special menti 932 2,23¢
Substandar 2,077 3,28:
Doubtful 13¢€ 39t
Loss — 9
Balance $ 10,63¢ $ 13,34

The Company had loans renegotiated in troubled msitucturings of $2,883,000 as of September 804 2of which $1,080,000 was on non-
accrual status and $1,803,000 was on accrual stasusf December 31, 2013, there was approxim#@J$09,000 of loans renegotiated in
trouble debt restructurings, of which $1,332,008 werluded in noraccrual loans and $2,077,000 was on accrual sfeliesCompany has r
commitments to loan additional funds to borrowehoge existing loans have been modified in TDR.

An analysis of loans restructured in TDR for theethmonths ended September 30, 2014 and 2013ctieshg is as follows (in thousands):

Type of Concessio September 30, 201 September 30, 201
Number Principal Number Principal
Balance at Balance at

of Notes  Restructure Date  of Notes  Restructure Date

Payment reduction / Inter-only period — % — 2 3 23€

TDRs that return to a non-performing status posthfication are considered redefaulted loans andrasged in the same manner as other
non-performing loans in the portfolio. For the #hraonths ended September 30, 2014, the Compangriea@dDR loan that subsequently
defaulted with a corresponding principal balancaproximately $35,000 and two loans that were egbsntly charged off with a
corresponding principal balance of approximatel@45800; for the three month period ended Septe®®e2013, there were three TDR loi
that subsequently defaulted with a correspondintcifral balance of approximately $11,000 and o lthat was charged off with a
corresponding principal balance of approximately0$a.

An analysis of loans restructured in TDR for theenmonths ended September 30, 2014 and 2013, tegbhgds as follows (in thousands):

Type of Concessio September 30, 201 September 30, 201
Number Principal Number Principal
Balance at Balance at

of Notes Restructure Date  of Notes Restructure Date

Payment reduction / Inter-only period 1 $ 63 4 3 42F

TDRs that return to a non-performing status posthffaation are considered redefaulted loans andraeged in the same manner as other
non-performing loans in the portfolio. For the nimenths ended September 30, 2014, the Companyhad DR loans that subsequently
defaulted with a corresponding principal balancamfroximately $178,000 and four loans that weleequently charged off with a
corresponding principal balance of approximatelg3800; for the nine month period ended Septembg2@13, there were three TDR loans
that subsequently defaulted with a correspondiimgcjral balance of approximately $11,000 and ome ldhat was charged off with a
corresponding principal balance of approximatelyd$0.
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NOTE 5 — SERVICING ASSET:

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

The changes in the value of the Company’s servidgtgs for the nine months ended September 304 2&ke as follows:

(in thousands)

Balance at December 31, 20 $6,77¢
Servicing rights capitalize 2,66(
Servicing assets amortiz: (1,149
Balance at September 30, 2( $ 8,29¢

The carrying value of the capitalized servicingeasgas $8,295,000 and $6,776,000 at Septembei03@,&nd December 31, 2013,
respectively, while the estimated fair value ofitajzed servicing rights was $9,657,000 and $7,080 at September 30, 2014 and
December 31, 2013, respectively.

The estimated fair value of servicing assets ate®eiper 30, 2014 was determined using a discouttrféitat equates the present value of the
expected servicing income to the strip multiple meetvaluation rate of 9%, weighted average prepaysgeeds ranging from 5% to 13%,
depending upon certain characteristics of the fomtfolio, weighted average life of 4.33 years, andaverage default rate of 4.6%.

The estimated fair value of servicing assets aebdxer 31, 2013 was determined using a discourdrfltat equates the present value of the
expected servicing income to the strip multiple moetvaluation rate of 11%, weighted average prepayrapeeds ranging from 0% to 11%,
depending upon certain characteristics of the fmatfolio, weighted average life of 5.00 years, andaverage default rate of 4.6%.

The unpaid principal balances of loans servicedfbers are not included in the accompanying coselgconsolidated balance sheets. The
unpaid principal balances of loans serviced foemtwithin the NSBF originated portfolio, loans aihihave been sold, were $446,800,000
and $372,366,000 as of September 30, 2014 and ecedt, 2013, respectively. The unpaid principdibees of loans serviced for others

which were not originated by NSBF and are outsidta® Newtek portfolio were $499,965,000 and $562,000 as of September 30, 2014

and December 31, 2013, respectively.

NOTE 6 — NOTES PAYABLE AND CAPITAL LEASES:
At September 30, 2014 and December 31, 2013, thep@oy had notes payable and capital leases cordmigbe following (in thousands):

September 3C  December 31

2014 2013
Notes payable
Capital One, N.A. lines of credi
Guaranteed line (NSBI $ 10,620 $ 21,26:
Unguaranteed line (NSBI 16,331 4,691
Term note (NBS 9,58¢ —
Revolving line of credit (NBS 3,66( —
Summit Partners Credit Advisors, L.P. (NE — 8,65(
Sterling National bank line of credit (NB( 5,38¢ 6,02¢
Capital One, N.A., term loan (NT! — 59C
Total notes payabl 45,59( 41,21¢
Note payable securitization trus 52,31¢ 60,14(
Total notes payabl $ 97,90¢ $ 101,35t
Capital lease obligatio $ 467 $ 642
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On June 26, 2014, the Company entered into a fear $20,000,000 credit agreement with Capital Gn&, consisting of a $10,000,000
term loan and a revolving line of credit of up tt0$000,000. Principal and interest on the term Er@npayable quarterly in arrears and the
interest rate is Prime plus 250 basis points. € {oan is being amortized over a six year pewdH a final payment due on the maturity
date. The interest rate on the revolving line efdiris also Prime plus 250 basis points and igpleymonthly in arrears with the principal ¢
at maturity. In addition, the revolving line accsuaterest of 0.375% on the unused portion of itthe Wwhich is payable quarterly in arrears.
Interest expense for the three and nine monthsdeBdptember 30, 2014 was approximately $176,006282,000, respectively.

The purpose of the new facilities was to refinatmeCompany’s existing debt from Summit Partnerd@rAdvisors, L.P., payoff the current
portion of the NTS loan, and for general workingital purposes. The Company incurred deferred fimancosts of approximately $279,000
which will be amortized to interest expense overtdrm of the facilities. In addition, and in contien with the payeff of the Summit Capit:
note payable, the Company expensed the remainivigdizount and deferred financing costs relate8iummit, which resulted in a charge to
operations for the nine months ended Septembe2(80} of $1,905,000.

The new Capital One, N.A. facilities require thénaknce to certain financial covenants includingimum EBITDA, fixed charge coverage
ratios, funded debt to EBITDA ratios, as well asimium cash balance requirements. As of Septemhe2(0!, the Company was in
compliance with all financial covenants.

NOTE 7 — STOCK OPTIONS AND RESTRICTED SHARES:

The Company had three share-based compensationgdasf September 30, 2014 and 2013. For the nimt¢h® ended September 30, 2014
and 2013, share-based compensation expense fer haoss was $610,000 and $566,000, respectivelyhimh $499,000 and $448,000 are
included in salaries and benefits, and $111,000$4:18,000 are included in other general and adinatige costs for the nine months ended
September 30, 2014 and 2013, respectively. Dutliaghine months ended September 30, 2014, appradiriat,300 shares awarded under
the plans were forfeited due to early terminationesignation by certain employees. The total ftufe credit recognized for the nine months
ended September 30, 2014 was approximately $62080s included in share-based compensation expecseled in salaries and benefits
on the condensed consolidated statements of income.

In July 2014, the Company granted certain emplog@esexecutives an aggregate of 5,400 options dalti®§26,000. Option awards were
granted with an exercise price of $20.00 which egeel the market price of the Company’s stock atlttie of grant. The options vest
immediately and expire 5 years from the date ohgrahe fair value of each option award is estidaie the date of grant using a Black-
Scholes option valuation model that uses the fallgvassumptions: 5 year expected life, risk-fraeriest rate of 1.66% and expected
volatility of the Company’s stock of 54.6%. Expetteolatilities are based on the Company’s stocle fisk-free rate for periods during the
expected life of the option is based on the U.8asury yield curve in effect at the time of gréhtpected term was determined using
historical exercise patterns and the period of tiha¢ the awards are expected to be outstanding.

In April 2014, the Company granted a certain eme®g,000 restricted shares of common stock valtga8600 which vested on April 30,
2014. The fair value of this grant was determingidg the fair value of the common shares at thatgtate. The restricted shares are
forfeitable upon early voluntary or involuntaryr@nation of the employee’s employment. Upon vestthg grantee received one common
share for each restricted share vested. The Conmmeanyded $28,600 to share-based compensatiohdarihe months ended September 30,
2014 in connection with the vesting period assediatith this grant. No expense was recorded fottitee months ended September 30, .

During the third quarter of 2013, the Company gedrdertain employees an aggregate of 14,000 restréhares of common stock valued at
$176,000 with 2,000 vesting on March 1, 2016 an@d@ vesting on July 31, 2016. The fair value efsthgrants was determined using the
fair value of the common shares at the grant ddte.restricted shares are forfeitable upon eadyntary or involuntary termination of the
employee’s employment. Upon vesting, the grantder@deive one common share for each restrictedeshested. Under the terms of the
plan, these share awards do not include votingsightil the shares vest. The Company recorded,$0020 share-based compensation for
the nine months ended September 30, 2014 in cdpnesith the vesting period associated with grahéd remain outstanding.

During the second quarter of 2013, the Companytgdcacertain employees and executives an aggrefa& Qoo restricted shares of comn
stock valued at $174,000 with a vesting date ofdWdr, 2016. The fair value of these grants wasrdeted
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using the fair value of the common shares at thatgitate. The restricted shares are forfeitable @aaly voluntary or involuntary terminati

of the employee’s employment. Upon vesting, thexgga will receive one common share for each resttishare vested. Under the terms of
the plan, these share awards do not include voigings until the shares vest. The Company reco¥aJ000 to share-based compensation for
the nine months ended September 30, 2014 in cdonesgith the vesting period associated with grah& remain outstanding.

During the first quarter of 2013, the Company gedntertain employees, executives and directorggregate of 60,000 restricted shares of
common stock valued at $556,000. The employee aecLéve grants have a vesting date of March 162@Hile the directors’ vest July 1,
2015. The fair value of these grants was determirsaay the fair value of the common shares at thatglate. The restricted shares are
forfeitable upon early voluntary or involuntaryr@nation of the employes’employment. Upon vesting, the grantee will reegime commo
share for each restricted share vested. Undeethestof the plan, these share awards do not inclatileg rights until the shares vest. The
Company recorded $151,000 to shhesed compensation for the nine months ended Skpte38, 2014 in connection with the vesting pe
associated with grants that remain outstanding.

In the second quarter of 2012, Newtek granted icegtaployees and executives an aggregate of 24&&@ficted shares valued at $184,000.
The grants were originally scheduled to vest oy duR014. In June 2014, the Company’s Board oé&ors approved delayed vesting for
6,000 shares until February 1, 2015. The fair valudbese grants was determined using the fairevafithe common shares at the grant date.
The restricted shares are forfeitable upon eardyntary or involuntary termination of the employ&kon vesting, the grantee will receive
one common share for each restricted share vddteter the terms of the plan, these share award®dimclude voting rights until the shares
vest. The Company recorded $26,000 to share-basedensation for the nine months ended Septembe&(03@d, in connection with the
vesting period associated with grants that rematstanding.

In March 2011, Newtek granted certain employeescetives and board of directors an aggregate odPB8hares of restricted stock valued
at $1,941,000 or $8.50 per share. In June 2014 dmepany’s Board of Directors approved delayedingdbr 167,000 shares until

February 1, 2015. The fair value of these grants @edermined using the fair value of the commomeshat the grant date. The restricted
shares are forfeitable upon early voluntary or inmtary termination of the employee. Upon vestihg, grantee will receive one common
share for each restricted share vested. Undeethestof the plan, these share awards do not inclatieg rights until the shares vest. The
grants are valued using the straight-line methathested on July 1, 2014. The Company recorded,$2020 share-based compensation for
the nine months ended September 30, 2014 in cdpnesith the vesting period associated with grahéd remain outstanding.

NOTE 8 - REVERSE STOCK SPLIT:

At the Special Meeting of Shareholders held on Bet®2, 2014, the Company’s shareholders approvedease split of the Company’s
shares. Following the Special Meeting, the CompaByard of Directors approved the reverse splib i@t one new share for each five
(1:5) of the Company’s current common shares. Eense stock split is effective as of the closbugfiness on October 22, 2014. All
references in this Report to number of sharesegé@r share and weighted average number of shatgaieding of Common Stock prior to
this reverse stock split have been adjusted teaethe reverse stock split on a retroactive basiless otherwise noted.

NOTE 9 — EARNINGS PER SHARE:

Basic earnings per share is computed based ondighted average number of common shares outstaddiiigg the period. The effect of
common share equivalents is included in the caficuiaf diluted earnings per share only when ttieatfof their inclusion would be dilutive.
The calculations of earnings per share were:

Three months Nine months
ended September 30 ended September 30

(In thousands except per share data’ 2014 2013 2014 2013
Numerator for basic and diluted E income available to common

shareholder $ 2,64« $ 1,82( $ 5,42¢ $ 5,11«
Denominator for basic EF- weighted average shar 7,46: 7,06¢ 7,22( 7,05¢
Effect of dilutive securitie 23€ 54( 46€ 514
Denominator for diluted EP- weighted average shar 7,69¢ 7,60/ 7,68¢ 7,56¢
Earnings per shar~ basic $ 03¢ $ 02 $ 078 $ 0.7
Earnings per shar~ diluted $ 03¢ $ 02¢ $ 071 $ 0.6¢
The amount of ar-dilutive shares/units excluded from above is a®Ws:
Stock options and restricted sha 5 7 5 2
Contingently issuable shar 17 17 17 17
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NOTE 10 - WARRANT:

During the quarter ended September 30, 2014, Sufanihers Credit Advisors, L.P. completed a castdasrcise of their warrants. This
exercise resulted in the issuance of 336,875 sludithe Company’s common shares. 181,778 of theeshaere issued from the Company’s
treasury stock.

NOTE 11 — COMMITMENTS AND CONTINGENCIES:

In the ordinary course of business and from tim@ne, the Company or its subsidiaries are nameddefendant in various legal
proceedings. The Company evaluates such matteascase by case basis and its policy is to conigstausly any claims it believes are
without compelling merit.

We recognize a liability for a contingency in acmitexpenses and other liabilities when it is prédéiat a liability has been incurred and the
amount of loss can be reasonably estimated. Ifehsonable estimate of a probable loss is a raveaccrue the most likely amount of such
loss, and if such amount is not determinable, themccrue the minimum in the range as the lossiabcFhe determination of the outcome
and loss estimates requires significant judgmertherpart of management.

The Company is currently involved in various coatralaims and litigation matters. In addition, awifully described in Part Il Item 1. Legal
Proceedings, on January 21, 2014, NCMIC Finance&@ation (“NCMIC") filed a complaint against Unival Processing Services of
Wisconsin, LLC (“UPS"), the Company’s merchant pssing subsidiary, in the United States Districti€éor the Southern District of
lowa. The Complaint asserts claims against UP®ifeach of the UPS and NCMIC agreement for the [ging of credit card transactions,
and seeks monetary relief. The Company believaghieclaims asserted in the complaint are wholitheut merit and intends to vigorously
defend the action.

During the quarter ended June 30, 2013 the Fedlemde Commission amended an existing complairiiémtatter Federal Trade
Commission v. WV Universal Management, LLC et alirtclude UPS as an additional defendant on onatcdthe Company does not belit
that the facts or the FTC’s legal theory suppogtRi C’s allegations against UPS as set forth irctimeplaint and the Company intends to
vigorously challenge the FTC's claims. As such,hage not established a loss contingency for thigena

In May 2013, Data Processing Service of Georgia, (iDPS"), the automated clearing house providardiby the Company’s payroll
processing subsidiary, PMT Payroll, LLC (“PMT"),ased processing payments which resulted in thelityadr refusal of DPS’s processing
bank, Bancorp Bank (“Bancorp”), to send the coroesiing credits to PMT'’s customers’ employees. ialtamount debited from PMT'’s
customer accounts and unsuccessfully credited’toustomersemployees was approximately $1,318,000. Upon legraf this failure, PM"
and the Company immediately paid all funds owimgdally to any of its affected customers’ employ&@kthis amount, the Company has
successfully recovered approximately $800,000 te.dan June 22, 2013, Bancorp filed an Interple@tenplaint in the United States
District Court for the District of Delaware (the 6@rt") and deposited with the Court approximate?d$,000, the balance remaining in the
DPS settlement account maintained at Bancorp. Bamtamed as defendants PMT and the other paynsipaaies, and their clients, who
Bancorp has alleged may have claims to the fund$eposit with the Court. On October 22, 2013, Bap®&ank filed its Amended
Interpleader Complaint. On December 20, 2013, PhMSweered the Amended Interpleader Complaint andteskseross-claims against DPS
for breach of contract and conversion and courdend against Bancorp for aiding and abetting DR@tngful conduct. In August 2014, the
Company settled with Bancorp for $345,000 and egedrapproximately $158,000 which represented timairéng receivable balance.

During the quarter ended September 30, 2014, timep@oy’s third party credit card processing subsydigniversal Processing Services of
Wisconsin, LLC (“NMS”) began incurring charge-badksistomer returns) for one of its merchants. Urtder
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Visa/MasterCard/Discover system, NMS is secondaegponsible for funding merchant charge-backs,aana result of this merchant’s
failure to meet all of its charge-back obligati@hsing the quarter ended September 30, 2014 (amtthcing into the quarter ending
December 31, 2014), NMS began funding the merchattarge-backs. NMS believes that the charge-taeka result of the merchant
conducting its business in breach of its Merchanot&ssing Application and Merchant Processing Amezd with NMS, and promptly
terminated the relationship with the merchant. Toenpany has been in discussions with the merchahits affiliates in order to obtain
repayment of the charge-back liabilities incurrgd\MS. In addition, NMS has secured and perfecealisty interests in certain assets of the
merchant and its affiliates, has taken physicasgssion of certain assets of the merchant anéfiltatas, has the corporate guarantee as well
as a personal guarantee of the principal of thehaet, has rebutted a significant number of thegerbacks with the credit card issuing
banks, and intends to vigorously pursue recoveayrsg the merchant and its affiliates. For the tpraended September 30, 2014, and as of
October 27, 2014, NMS has funded charge-backseimthount of approximately $673,000 and $986,0C¢peaetively. Because of NMS’
collection efforts, security interests, controlooflateral and personal and corporate guaranteesCompany does not believe at this time that
the charge-backs will have a material adverse effeour consolidated results of operations.

Management has determined that, in the aggredeggending legal actions should not have a matadiadrse effect on our consolidated
results of operations, cash flows or financial dbad. In addition, we believe that any amount tbatild be reasonably estimated of potential
loss or range of potential loss is not material.

NOTE 12 — SEGMENT REPORTING:

Operating segments are organized internally prignbyi the type of services provided. The Company diggregated similar operating
segments into six reportable segments: Electraamjongnt processing, Small business finance, Mantsgduhology solutions, All other,
Corporate and Capcos.

The Electronic payment processing segment is aggene of credit card transactions, as well as &ebar of credit card and check approval
services to the small- and medium-sized busineskehdxpenses include direct costs (included sefarate line captioned electronic
payment processing costs), salaries and benefitisptiner general and administrative costs all attvlare included in the respective caption
on the condensed consolidated statements of income.

The Small business finance segment consists oflBusainess Lending, Inc., a lender that primariligimates, sells and services government
guaranteed SBA 7(a) loans to qualifying small besges through NSBF, its licensed SBA lender; the3 &Vhitestone Group which mana
the Company’s Texas Capco; and NBC which providesuants receivable financing, billing and accoustsivable maintenance services to
businesses. NSBF generates revenues from saleand, Iservicing income for those loans retainezbatracted to service by NSBF and
interest income earned on the loans themselveslehlder generates expenses for interest, salartebenefits, depreciation and amortizat
and provision for loan losses, all of which arduded in the respective caption on the condensedatidated statements of income. NSBF
also has expenses such as loan recovery expevaeqrbcessing costs, professional fees, and e#penses that are all included in the other
general and administrative costs caption on thelensed consolidated statements of income.

The Managed technology solutions segment condistd 8, acquired in July 2004. NTS’s revenues amévdd primarily from web hosting
services and consist of web hosting and set up FES generates expenses such as salaries andtfemed depreciation and amortization,
which are included in the respective caption onaiteompanying condensed consolidated statemeirisafie, as well as professional fees,
licenses and fees, rent, and general office exgea#ieof which are included in other general adthimistrative costs in the respective caption
on the condensed consolidated statements of income.

The All other segment includes revenues and exgguramarily from qualified businesses that receivagstments made through the
Company’s Capcos which cannot be aggregated wliiér @perating segments. The two largest entiti¢sarsegment are Newtek Insurance
Agency, LLC, an insurance sales operation, andrigssi Connect, LLC, a provider of sales and proegssarvices. Also included in this
segment are: Newtek Payroll Services, a providgragfoll management, payment and tax reportingicesy Exponential of New York, LLC,
an entity determined to be a subsidiary on JanigP912, and Advanced Cyber Security Systems, I(t&ZS”"), a start-up company formed
to offer web-based security solutions to the manleee.

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

The Capco segment, which consists of the twelvee@amenerates non-cash income from tax credttsgst income and gains from
investments in qualified businesses which are bedlin other income. Expenses primarily include-nash interest and insurance expense,
management fees paid to Newtek (and included ifCtrporate activities revenues), legal, and auglitees and losses from investments in
qualified businesses.
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Management has considered the following charatiesigshen making its determination of its operatimgl reportable segments:
. the nature of the product and servic

. the type or class of customer for their products services

. the methods used to distribute their products ovige their services; ar

. the nature of the regulatory environment (for exmpanking, insurance, or public utilitie
The accounting policies of the segments are thesenthose described in the summary of signifiaaabunting policies.

The following table presents the Company’s segritédatmation for the periods ended September 304201d 2013 and total assets as of
September 30, 2014 and December 31, 2013 (in thdska

For the three
months endec

For the three
months endec

For the nine
months endec

For the nine
months endec

September 3C September 3C  September 3C  September 3C
2014 2013 2014 2013

Third Party Revenue
Electronic payment processi $ 22777 $ 22177 $ 67,468 $ 67,30
Small business financ 10,94¢ 7,57¢ 31,22: 23,39¢
Managed technology solutiol 3,81¢ 4,45k 12,06¢ 13,44¢
All other 73¢ 68¢ 1,94¢ 1,99:
Corporate activitie: 272 25C 673 65C
Capcos 10z 42 31z 131
Total reportable segments 38,65 35,11¢ 113,68¢ 106,92:
Eliminations (497) (4149) (1,309¢) (995)
Consolidated Total $ 38,16¢ $ 34,77« $ 112,38. $ 105,92
Inter -Segment Revenu
Electronic payment processi $ 1,121 $ 73t % 3,16t $ 2,03(
Small business financ 117 61 40z 19t
Managed technology solutiol 152 122 44¢ 387
All other 407 283 1,24¢ 78¢
Corporate activitie: 97C 1,05¢ 2,95:¢ 2,70C
Capcos 20z 192 59C 614
Total reportable segments 2,96¢ 2,44¢ 8,80¢ 6,71t
Eliminations (2,969 (2,449 (8,80¢) (6,715)
Consolidated Total $ — 3 — $ — 3 —

Income (loss) before income taxes

Electronic payment processil $ 2,21C $ 1,87¢ $ 6,08¢ $ 6,17¢
Small business financ 4,24 1,72¢ 10,80¢ 5,93:
Managed technology solutiol 804 881 2,47¢ 2,81¢
All other (36¢) (311 (1,067) (1,219
Corporate activitie: (2,037 (1,849 (8,31¢) (5,729
Capcos (229 (377) (68¢) (958)
Total reportable segments 4,62¢ 1,95: 9,30z 7,03¢
Eliminations (107) — (275) —
Totals $ 4,52 $ 195! $ 9,02t $ 7,03¢
Depreciation and amortization
Electronic payment processi $ 73 % 84 $ 19t % 28¢
Small business financ 41¢ 32¢ 1,20¢ 89¢
Managed technology solutiol 337 327 1,004 98¢
All other 51 50 154 152
Corporate activitie: 37 40 111 124
Capcos — 1 — 4
Totals $ 917 $ 831 $ 2,66¢ $ 2,45¢
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As of As of
September 3C  December 31

Identifiable assets 2014 2013
Electronic payment processing $ 8,68( $ 9,06(
Small business financ 164,83t 156,44«
Managed technology solutiol 12,06¢ 12,027
All other 3,87 3,82¢
Corporate activitie: 9,04¢ 9,351
Capco 4,671 7,89¢
Consolidated Total $ 203,18 $ 198,61:

NOTE 13 — SUBSEQUENT EVENTS:

On October 29, 2014, the Company’s lending subsidMSBF, closed an additional $23,000,000 in faiag with Capital One, NA which
increased the existing revolving credit facilitgiin $27,000,000 to $50,000,000. The amendment aten@ed the term of the facility from
May 31, 2015 to May 16, 2018. In connection wita ttosing, the Company incurred closing costs pfagamately $298,000 which will be
amortized over the term of the loan.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.
Introduction and Certain Cautionary Statements

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

The statements in this Quarterly Report on FornQLByay contain forward-looking statements relatiogtich matters as anticipated future
financial performance, business prospects, legigadevelopments and similar matters. The Privau8ties Litigation Reform Act of 19!
provides a safe harbor for forwa-looking statements. In order to comply with thente of the safe harbor, we note that a varietyaofdrs
could cause our actual results to differ materidiym the anticipated results expressed in the éodalooking statements such as intensified
competition and/or operating problems in its opargtbusiness projects and their impact on reveraresprofit margins or additional facto
as described in the Company’s Annual Report on FODrK.

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

Executive Overview

For the quarter ended September 30, 2014, the Qompaorted income before income taxes of $4,528,8%2,570,000 or 132% increase
from $1,953,000 for the same quarter of 2013. Nediine attributable to Newtek Business Services,ifceased to $2,644,000 in the third
quarter of 2014 from $1,820,000 in the same quaft@013. The increase in both income before inctares and net income attributable to
Newtek Business Services, Inc. was primarily atitable to increases in premium and servicing incénora the Small Business Finan
segment. The increase in premium income resultad foans sold during the third quarter of 2014 ae#ghted average premium of 113%
compared to 111% in the same period in 2013 condbivith an increase in the total amount of loand.sBkrvicing fee income increased as a
result of an increase in third party servicing feetfolios. Total revenues increased by $3,392,000,8% to $38,166,000 from $34,774,000
for the quarter ended September 30, 2014, due ghima increased revenues in the Small businesanite segment.

In Electronic payment processing, the segment hadaease in revenue primarily due to the impletaion of a monthly Payment Card
Industry Data Security Standard (“PCI") non-comptia fee initiated in the third quarter of 2014 andncrease in processing volume.
Segment revenue increased by 3.0% due to the ingpiartion of the monthly non-compliance fee, a 5ifétease in average monthly
processing volume per merchant and 1.0% increaaedrage pricing. Our processing margin, or prongsgvenue less processing costs,
increased 1.5% in the current quarter compared tivélsame quarter in 2013. In the Small businesséie segment, the total volume of loan
originations increased to $48,685,000 in loans é&shdiuring the third quarter of 2014 compared w#h,899,000 in the year ago quarter. Our
aggregate servicing portfolio increased by 74% ntlagority of which was attributable to growth inrdhird party servicing portfolio which
more than doubled in volume to over $578,269,00egptember 30, 2014. Total servicing fee incomeaved by 97% increasing to
$2,627,000 in the current quarter compared wit834,000 for the three months ended September 3@, 20terest income also increased by
36% as a result of the average outstanding perfayportfolio of SBA loans held for investment, whicicreased by $30,100,000 over the
same quarter of 2013. Overall, the Small Businésarice segment had a 146% increase in income befoyme taxes for the third quarter of
2014 compared with the three months ended SepteBdh&013.

Managed technology solutions segment revenue detday 14% for the three months ended Septemb@034d, While the segment realiz
an increase in the average monthly revenue per tilartotal number of web hosting plans continuwedecline during the third quarter of
2014. Competition from other webhosting providessv&ll as alternative services continued to hawegative impact on this segment of our
business. In the All Other segment, total revemgesiased by 7% for the three months ended Septe3ib@014 compared with the same
period in 2013, due to an increase in insurancengission revenue primarily driven by increases ienpiums on renewed property and
casualty policies and forced place insurance. Mheease in revenue was offset by an increase iarsgs, primarily in other general and
administrative costs, which resulted in an 18%aease in segment loss before income taxes. Thén@as Corporate activities segment
increased by $190,000, the majority of which washattable to increased interest expense from #we term loan and line of credit with
Capital One, NA.

On June 26, 2014, the Company entered into a fear $20,000,000 credit agreement with Capital ®i#econsisting of a $10,000,000 term
loan and a revolving line of credit of up to $1@ANO. The purpose of the new facilities was tineefce the Company’s existing debt from
Summit Partners Credit Advisors, L.P., payoff therent portion of the NTS loan, and for general kirog capital purposes.
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On October 1, 2013 the Company filed a Form N-2iegfion Statement with the Securities and Exckabdgmmission which subsequently
became effective on November 12, 2014. The Comganiention is to file an election to be regulassda Business Development Company
(“BDC") under the Investment Company Act of 194@ antends to operate subsequently as an intermadlyaged, non-diversified closedd
investment company. The Company also intends t tdebe treated as a Regulated Investment Compaahgr subchapter M of the Internal
Revenue Code for U.S. federal income tax purpddasNovember 12, 2014 the Company completed its @ain to a BDC by merging wi

and into its wholly-owned subsidiary, Newtek Busisi&ervices Corp. (the “Successor Company”). Thrg@nevas completed in conjunction
with the public offering of the Successor Comparggsimon stock.
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Business Segment Results:

The results of the Company'’s reportable segmenmtthéthree and nine months ended September 3@,&81 2013 are discussed below:

Electronic Payment Processing

Three months
ended September 30

(In thousands). 2014 2013 $ Change % Change
Revenue
Electronic payment processi $22,77" $22,17¢ $ 601 3%
Interest incomi — 1 D (200%
Total revenu 22,77 22,17 60C 3%
Expenses
Electronic payment processing cc 19,12( 18,93¢ 181 1%
Salaries and benefi 1,00(¢ 80¢ 192 24%
Professional fee 54 111 (57 (51)%
Depreciation and amortizatic 73 84 (11 (13)%
Insurance expens related party 26 12 14 117%
Other general and administrative cc 294 344 (50) (15)%
Total expense 20,567 20,29¢ 26€ 1%
Income before income tax $ 2,21( $ 1,87¢ $ 331 18%

Three Months Ended September 30, 2014 and 2013

Electronic payment processing (“EPP”) revenue iaseel $601,000 or 3% between years. Revenue indrpasgarily due to the
implementation of a monthly PCI non-complianceifégated in August and an increase in processimigme due to an increase in the
average monthly processing volume per merchan¥ob8tween periods. However, processing volume wées/arably impacted by a
decrease in the number of merchant transactioA%ocdind a decrease in the average number of meschb#® between periods. An increi
in the average pricing between periods by 1% adsdributed to the increase in revenue while exgkatéition in previously acquired
portfolios between years, slightly offset somehaf tevenue gains.

Processing revenues less electronic payment piogesssts (“margin”) increased from 14.6% in 20tt816.1% in 2014. The increase in
margin was primarily due to the implementation efi@nthly non-compliance fee initiated during theudar. Overall, the increase in margin
dollars was $420,000 between years.

Salaries and benefits increased $192,000, or 24¥eleea years. This increase is due to the Compamghadditional senior level staff in
2014, which resulted in overall higher salariegrpthtaxes and benefits for the three months erfsistember 30, 2014. Partially offsetting
this increase was a reduction in stock compensatipense of $9,000 and an $8,000 increase in fiapissalaries as compared to the same
period one year ago. Salary costs related to thelolement of internally developed software is calpied and as a result decreases salary
expense and increases depreciation and amortiztjgense over the future service period.

Professional fees decreased $57,000, or 51% betyezea due to a decrease in legal fees of $18@Muaable to remediation costs related
to the FTC complaint, a decrease in consulting éé&4.3,000 related to the PCl audit and a decrieageofessional fees of $18,000 due to a
reduction in the use of outside professionals. Beiption and amortization decreased $11,000 betwerads as a result of previously
acquired portfolio intangible assets becoming faligortized between periods. Remaining costs desdet36,000 or 10% between years
mainly due to a decrease in marketing expense ho$8, partially offset by an increase in softwaxpense of $39,000.

Income before income taxes increased $331,00%; 1o $2,210,000 in 2014, from $1,879,000 in 201 increase was due to the
increase in the dollar margin of operating reveriass electronic payment processing costs of $420 fartially offset by a net increase in
other operating expenses between years.
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Nine months
ended September 30:
(In thousands): 2014 2013 $ Change % Change
Revenue
Electronic payment processi $67,46" $67,29¢ $ 16¢ —
Interest incomi 1 4 3) (75)%
Total revenu 67,46¢ 67,30 165 —
Expenses
Electronic payment processing ca 57,03« 56,82¢ 20¢ —
Salaries and benefi 2,96¢ 2,671 29¢ 11%
Professional fee 25k 32¢ (73 (22)%
Depreciation and amortizatic 19¢ 28¢ (96) (33)%
Insurance expens related party 5C 37 13 35%
Other general and administrative cc 883 973 (90) (9%
Total expense 61,37¢ 61,12« 25E —
Income before income tax $ 6,08¢ $ 6,17¢ $ (90 2%

Nine Months Ended September 30, 2014 and 2013

EPP revenue increased $168,000 or less than 1%éetyears. Revenue increased primarily due tatpéementation of a monthly PCI non-
compliance fee initiated in August and an incréaggrocessing volume due to an increase in thesgeemonthly processing volume per
merchant of 4% between periods. However, procesgihgne was unfavorably impacted by a decreaskeamtimber of merchant
transactions of 1% and a decrease in the averagbennf merchants of 1% between periods. The revgains were also partially offset b
decrease in the average pricing of less than 1%eapected attrition in previously acquired poribslbetween years.

Processing revenues less electronic payment piogesssts (“margin”) decreased from 15.6% in 201.35.5% in 2014. The decrease in
margin is mainly due to competitive pricing consa®ns, particularly for larger processing volumerchants. Overall, the decrease in
margin dollars was $40,000 between years.

Salaries and benefits increased $293,000 or 11%¢eketyears. This increase is due to the Compamghadditional senior level staff in

2014, which resulted in overall higher salariegrpk taxes and benefits of approximately $268,6@6veen years. The accelerated vesting of
a stock award to an executive in 2014 also cortiibto the increase as net stock compensation sgprereased by $87,000 between years.
Partially offsetting this increase was a reductiohealth insurance costs of $52,000 and a $251t38ase in capitalized salaries as comp

to the same period one year ago. Salary costedelatthe development of internally developed safens capitalized and as a result
decreases salary expense and increases depreeciati@mortization expense over the future sengcmg.

Professional fees decreased $73,000, or 22% betyezen. This decrease was mainly the result ofdrighnsulting costs incurred in 2013,
which were attributable to remediation costs reldatethe charge-back losses incurred in 2012 asgativith a group of merchants and the
actions of a former senior executive at NMS. Thasrdase was partially offset by an increase inl iegs in 2014 mostly attributable to the
FTC complaint and remediation costs.

Depreciation and amortization decreased $96,000dget periods as the result of previously acquiatfgio intangible assets becoming
fully amortized between periods. Remaining costsesed $77,000 or 8% between years principallt@asdecrease in marketing expense
of $136,000 between years partially offset by améase in software expense of $38,000.

Income before income taxes decreased $90,000, ptd?$6,089,000 in 2014, from $6,179,000 in 20113 tecrease was due to the decrease
in the dollar margin of operating revenues lesstebaic payment processing costs of $40,000, akasel net increase in other operating
expenses between years.
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Small Business Finance

Three months
ended September 30:

(In thousands):. 2014 2013 $ Change % Change
Revenue
Premium incom $ 5,801 $4,10¢ $ 1,697 41%
Servicing fee~ NSBF portfolio 91t 73C 18t 25%
Servicing fee- third party portfolio 1,711 604 1,107 182%
Interest incomi 1,68¢ 1,23¢ 44¢ 36%
Other income 834 89¢ (64) (7%
Total revenu 10,94¢ 7,57¢ 3,374 45%
Net change in fair value ¢
SBA loans held for sal 23 (70) 93 132%
SBA loans held for investme (516 (356€) (160 (45)%
Total net change in fair valt (493 (42€) (67) (16)%
Expenses
Salaries and benefi 2,56( 1,794 76€ 43%
Interest 1,10C 1,387 (287) (2%
Professional fee 22z 28C (58) (21)%
Depreciation and amortizatic 41¢ 32¢ a0 27%
Provision for loan losse 14 57 (43 (75)%
Insurance Expensrelated party 58 48 10 21%
Other general and administrative cc 1,83¢ 1,52¢ 313 21%
Total expense 6,212 5,421 791 15%
Income before income tax $ 4,24¢ $1,72¢ $ 2,51¢ 14€%

Business Overview

The Small Business Finance segment is compris®&B8F, which is a non-bank SBA 7(a) lender thatioates, sells and services
government guaranteed loans under Section 7(&edball Business Act, for its own portfolio; SBihich services loans of other financial
institutions; and NBC which provides accounts reable financing and billing services to busines&asienue is derived primarily from
premium income generated by the sale of the gueedriortions of SBA loans, interest income on S&#nk held for investment and held
sale, servicing fee income on the guaranteed paridd SBA loans sold, servicing income for loangiaated by other lenders for which SBL
is the servicer, and financing and billing servjadassified as other income above, provided by NEGst SBA loans originated by NSBF
charge an interest rate equal to the Prime rategruadditional percentage amount; the interestresets to the current Prime rate on a
monthly or quarterly basis, which will result inariges to the amount of interest accrued for thattinand going forward and a re-

amortization of a loan’s payment amount until miagur

Accounting Policy

On October 1, 2010, the Company elected to adepiain value option for SBA 7(a) loans funded orafier that date. For these fair value
loans, premium on loan sales equals the cash pneing the value of the servicing asset paid bythehaser in the secondary market, the
discount created on the unguaranteed portion flensale which formerly reduced premium income i& imeluded in the fair value line ite
and, by not capitalizing various transaction expsnthe salaries and benefits and loan procesgpense lines portray a value closer to the
cash cost to operate the lending business. The @wynses a discounted
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cash flow model to measure the fair value of penfog loans held for investment. If a loan measwaefir value is subsequently impaired,
then the fair value of the loan is measured basati® present value of expected future cash fldgmodnted at the loas’'market interest ra
or the fair value of the collateral if the loarcislateral dependent. The significant unobservatpats used in the fair value measurement of
the impaired loans involve management’s judgmethénuse of market data and third party estimatgarding collateral values. Such
estimates are further discounted by 2080% to reflect the cost of liquidating the vari@ssets under collateral. Any subsequent increa:
decreases in any of the inputs would result inreesponding decrease or increase in the allowandedn losses or fair value of SBA loans,
depending on whether the loan was originated mticubsequent to October 1, 2010. Because the bmaranterest at a variable rate, NSBF
does not have to factor in interest rate risk.

Consideration in calculating the allowance for lé@sses includes past and current loss experienceent portfolio composition, future
estimated cash flows, and the evaluation of reatesnd other collateral, as well as current espoconditions. For all loans originated on
or prior to September 30, 2010, management peridariean-by-loan review of the estimated uncolldetportion of non-performing loans;
subsequent to September 30, 2010, management tegading all loan originations on a fair value ibaghich requires a valuation reducti
of the unguaranteed portion of loans held for itmest to a level that takes into considerationreifosses. This valuation reduction is
reflected in the line item above: Net Change irr Mailue of SBA Loans Held for Investment.

Small Business Finance Summary

Three months Three months
ended September 30, ended September 30,
2014 2013
# Loans $0,000 # Loans $0,000
Loans sold in the quart 39 $ 36,52! 43 $ 32,24(
Loans originated in the quart 47 $ 48,68 52 $ 42,29¢
Premium income recogniz¢ — $ 5,801 — $ 4,104
Average sale price as a percent of principal badhg 113.1% 110.7%

(1) Premiums greater than 110.00% must be spli®a@ith the SBA. The premium income recognized &aflects amounts net of split
with the SBA.

For the three months ended September 30, 201&dhwany recognized $5,801,000 of premium incomm f89 loans sold aggregating
$36,523,000 as compared with $4,104,000 of prenmawmme from 43 loans sold aggregating $32,240,00@he three months ended
September 30, 2013. Premiums on guaranteed loes @atraged 113.19% with 1% servicing for the guamded September 30, 2014
compared with 110.74% with 1% servicing for the eraended September 30, 2013.

Three months
ended September 30:

(In thousands): 2014 2013 $ Change % Change

Total NSBF originated servicing portfolio ( $ 578,26 $444,69: $133,57¢ 30%
Third party servicing portfolit 500,22¢ 174,62: 325,60t 18€%
Aggregate servicing portfoli $1,078,49; $619,31: $459,18t¢ 74%
Total servicing incom— NSBF originated portfolic $ 91¢ $ 73C $ 18t 25%
Total servicing incom~ third party portfolios 1,711 604 1,10 182%
Total servicing incom $ 2,62¢ $ 1,33 $ 1,29: 97%

(2) Of this amount, the total average NSBF origgdgbortfolio earning servicing income was $430,088,and $322,739,000 for the three
months ended September 30, 2014 and 2013, resplgc
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We are the contractor managing and servicing pafof SBA 7(a), USDA and other loans acquirediiy FDIC from failed financial
institutions, and we assist the FDIC in the packggif these loans for sale. Our existing servidawilities and personnel perform these
activities supplemented by contract workers as egetihe size of the portfolio we will service foetFDIC, and thus the revenue earned,
varies over time and depends on the level of baitlrés and the needs of the FDIC in managing pliotf acquired from those banks as well
as the success of being able to sell such portfiolie continued to add third party loan servicingteacts in 2014, for both the FDIC and
other third parties.

The $1,292,000 increase in total servicing incoras attributable primarily to the increase in FD#2vicing income of $1,156,000 as a result
of the addition in November 2013 of an additionaitfolio, which we service for the FDIC partiallyfeset by a decline in other third party
loan servicing contracts of $49,000 income perieer geriod. The average third party servicing midfincreased from $160,391,000 for the
three month period ended September 30, 2013 to, 385000 for the same three month period in 20&4vi€ing fees received on the NSBF
portfolio increased by $185,000 period over peaad was attributable to the expansion of the NSBgirated portfolio in which we earn
servicing income. The portfolio increased from aarage of $322,739,000 for the three month periatingy September 30, 2013 to an
average of $430,938,000 for the same three momtbcpm 2014. This increase was the direct resuiihcreased loan originations throughout
2013 and into 2014.

Interest income increased by $449,000 for the threpth period ended September 30, 2014 as compathd same period in 2013. This
increase was attributable to the average outstgmiirforming portfolio of SBA loans held for invesnt increasing from $76,337,000 to
$106,398,000 for the quarters ended Septemberdd@ 2nd 2014, respectively.

Other income decreased by $64,000 for the threghmaeriod ended September 30, 2014 as comparée &ame period in 2013. The
decrease is attributable primarily to decreas®&B4 in receivable fees of $83,000 partially offegtincreases at NSBF and SBL in fee
income of $46,000.

The increase in the change in fair value loss aaatwith SBA loans held for sale of $93,000 isted to the amount of unsold guaranteed
loans during a period, the timing of when thosentosell and the change in premium being receivetth@se loans. The amount of unsold
guaranteed loans increased by $98,000 at Septe3@b2014 compared with June 30, 2014, while thexe avdecrease of $371,000 in unsold
guaranteed loans at September 30, 2013 compadech&30, 2013.

The change in the fair value loss of SBA loans Hfietdnvestment of $160,000 is the result of arréase in loans originated held for
investment partially offset by a decrease in tHeation adjustment applied to the loans held feesiment portfolio. Loans originated held
for investment aggregated $12,064,000 compared®@a429,000 for the periods ended September 30, 20d£2013, respectively.

The period over period valuation adjustment of 7r&¥hained unchanged from June 30, 2013 to SepteBh@013. In 2014, a discounted
cash flow methodology was applied resulting in erdase in the valuation adjustment from 5.30% @& forincipal as of June 30, 2014, to
5.03% of total principal as of September 30, 2014.

The change in the valuation adjustment from 5.38%falune 30, 2014 to 5.03% as of September 3@} BO4ttributable primarily to an
increase in the weighted average remaining tertheofetained loan portfolio from 16.69 years adwfe 30, 2014 to 17.31 years as of
September 30, 2014 and an increase in the recoatryrom 69.07% as of June 30, 2014 to 70.53% &gptember 30, 2014. The increas
the weighted average remaining term is attributédkn increase in the weighted average term ofsl@aiginated quarter over quarter,
partially offset by normal portfolio amortizatiomé prepayments of principal. The increase in titevery rate is attributable primarily to the
collateral composition of loans originated quaceer quarter secured by a greater percentage lodstsie as an asset class, which typically
yields more robust recovery rates as opposed tedigble assets. For the periods ended Septemb2036 and June 30, 201
approximately 68.67% and 67.02% of the respectaréopming loan portfolio retained balances weragpally secured by real estate.

Salaries and benefits increased by $766,000 phiynduie to the addition of staff in all departmer@®mbined headcount increased by 17%
from 84 employees at September 30, 2013 to 98 graetoat September 30, 2014.

Interest expense decreased by $287,000 for theéeguerded September 30, 2014 compared with the parma in 2013. NSBF experienced
a decrease in interest expense of $522,000 in ctionewith the payoff of the Summit debt, partiadiffset by increased expense of $164,000
in connection with the closing of the 2013 secmaition transaction in December 2013, coupled witinarease of $109,000 related to the
Capital One line of credit. The Capital One revotyline of credit increased from an average outstenbalance of $18,340,000 for the
quarter ended September 30, 2013 to $22,923,008émame period in 2014. NBC experienced a deeliedaterest expense of $38,000 due
to lower borrowing under the Sterling line whickcdeased from an average outstanding balance 0830@0 for the quarter ended
September 30, 2013 to an average outstanding leatfi®5,166,000 for the quarter ended Septembe2®0D4.

Professional fees for the quarter ended Septenthet(34 decreased by $58,000 when compared witbatime period last year, primarily d
to a decrease in accounting fees of $39,000, congdées of $31,000 and other fee related itent®4g®00 partially offset by an increase in
trustee fees of $16,000.
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The provision for loan losses decreased from $®7{60the three months ended September 30, 20$34®00 for the same period in 201
decrease of $43,000 or 75.4%. The allowance far losses decreased from $1,684,000, or 11.5% afrtbees cost basis portfolio balance of
$14,698,000 at September 30, 2013, to $1,001,60@5606 of the gross cost basis portfolio balanc®1df,569,000 at September 30,

2014. The period over period reduction in the afloee for loan losses of the gross cost basis piortfoa result of overall credit
improvement in the cost basis portfolio.

In determining the net change in fair value of barld for investment for the quarter ended Sepéerdd, 2014, the Company used a
discounted cash flow model which incorporated @&esesf expected future cash flows for the perfogr®BA 7(a) loan portfolio, and

discounts those cash flows at a market clearinig yie5.38%. The key assumptions used in the madetonsidered unobservable inputs and
include anticipated prepayment speeds, cumulatvautt rates, the cost of loan servicing, and Priate expectations. The Company used an
assumed prepayment speed of 19% based on currekgtrnanditions and historical experience for then portfolio, against a prepayment
curve developed from NSBF historical experienceaiculate expected loan prepayments in a given yafaults are defined as any loan
placed on non-accrual status as of September 3@, 2he cumulative default rate, defined as thegu@rof loan balance that will enter final
liquidation in a given year, was estimated to b#28&nd was derived from NSBF historical experiedt® mix of NSBF's loan portfolio
continues to shift from start-up businesses, td@manately existing businesses. Our historical gléfand loss rates demonstrate that this
particular segment (i.e. Existing Business) of 8BA loan portfolio continues to experience the lstvate of defaults and ultimate losses
over our nine year history of originating loans. &itcomputing the cumulative default rate to be iapgpb the performing portfolio loan
balances, the Company excluded the last three peariginations as those loans have not seasoeed ke discounted cash flow analysis
resulted in a price equivalent of 94.97% of thegraount on our loans held for investment.

Other general and administrative costs increaseBt@,000 when compared to the comparable peritidegbrior year. The increase was
primarily attributed to increases in loan origioaticosts of $231,000, loan recovery and servickpgpses of $319,000 and marketing
expenses of $74,000 for the quarter ended SepteBh@014 partially offset by decreases in bad d&pense of $296,000.

The increase of loan originations combined withrioyements in servicing, and interest, generatethéywddition to and enhanced
performance of the portfolio as well as an incraaghird party servicing, were sufficient to offsdditional salaries, servicing and
origination, and marketing expenses. The resultiregax income of $4,244,000 was a 146% improveroeeit the same three month periot
2013.
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Nine months
ended September 30:
(In thousands): 2014 2013 $ Change % Change
Revenue
Premium incom $15,93: $13,30: $ 2,63( 20%
Servicing fee- NSBF portfolio 2,661 2,007 654 33%
Servicing fee- third party portfolio 5,24¢ 2,34¢ 2,90z 124%
Interest incom 4,81( 3,40¢ 1,401 41%
Other income 2,572 2,33¢ 23€ 10%
Total revenue 31,22; 23,39¢ 7,828 33%
Net change in fair value @
SBA loans held for sal (121) 162 (284) (179)%
SBA loans held for investme (1,519 (1,739 21¢ 13%
Total net change in fair valt (1,640 (1,579 (66) (4%
Expenses
Salaries and benefi 7,32 5,60z 1,72( 31%
Interest 4,30( 3,927 378 9%
Professional fee 731 79¢ (68) (9%
Depreciation and amortizatic 1,20¢ 89¢ 31C 35%
Provision for loan losse (54) 384 (43¢) (119%
Insurance expens related party 17t 14z 33 23%
Other general and administrative cc 5,09: 2,711 95( 23%
Total expense 18,77 15,89: 2,88( 18%
Income before income tax $10,80¢ $ 5,932 $ 4,87 82%
Small Business Finance Summary
Nine months Nine months
ended September 30, ended September 30,
2014 2013
(In thousands). # Loans $ Amount # Loans $ Amount
Loans solc 12t $ 104,84! 112 $ 90,167
Loans originates 134 $ 136,85: 121 $ 119,95:
Premium income recognizt $ 15,93 $ 13,30:
112.6¢% 112.4%

Average net sale price (

(3) Premiums greater than 110.00% must be spli®@ith the SBA. The premium income recognized &aflects amounts net of split
with the SBA.

For the nine months ended September 30, 2014,dhgény recognized $15,931,000 of premium incomm ft@5 loans sold aggregating
$104,845,000. During the same period of 2013, the@ny recognized $13,301,000 of premium incomm ftd2 loans sold totaling
$90,167,000. Premiums on guaranteed loan saleagaed12.68% with 1% servicing for the nine momthded September 30, 2014 as

compared with 112.43% with 1% servicing for theeninonths ended September 30, 2013.
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Servicing Portfolios and related Servicing Income

Nine months
ended September 30:
(In thousands): 2014 2013 $ Change % Change
Total NSBF originated servicing portfolio ( $ 578,26¢ $444,69: $133,57¢ 30%
Third party servicing portfolit 500,22¢ 174,62: 325,60t 18€%
Aggregate servicing portfoli $1,078,49: $619,31: $459,18¢ 74%
Total servicing incom— NSBF originated portfolic $ 2,661 $ 2,00% $ 654 33%
Total servicing incom-~ third party portfolic 5,24¢ 2,34¢ 2,902 124%
Total servicing incom $  7,90¢ $ 4,35: $ 3,55¢ 82%

(4) Of this amount, total average NSBF originatedfplio earning servicing income was $407,930,880 $301,368,000 for the nine
month period ended September 30, 2014 and 204 ateely.

We are the contractor managing and servicing pafof SBA 7(a), USDA and other loans acquirediy FDIC from failed financial
institutions, and we assist the FDIC in the packggif these loans for sale. Our existing servidawailities and personnel perform these
activities supplemented by contract workers as egetihe size of the portfolio we will service foetFDIC, and thus the revenue earned,
varies and depends on the level of bank failurestae needs of the FDIC in managing portfolios @&egufrom those banks as well as the
success of being able to sell such portfolios. \WWfinued to add third party loan servicing contsant2014, for both the FDIC and other tt
parties.

Servicing fees received on the NSBF portfolio iased by $654,000 period over period and was ataibel to the expansion of the NSBF
portfolio in which we earn servicing income, whicicreased from an average of $301,368,000 for ithe month period ending
September 30, 2013 to an average of $407,930,06G8dsame nine month period in 2014. This increesethe direct result of increased
loan originations throughout 2013 and the firseenmonths of 2014. Third party servicing income @ased by $2,902,000 and was
attributable primarily to the increase in FDIC seinvg income of $2,925,000 partially offset by aliiee in other third party servicing in the
amount of $23,000. The average FDIC serviced partiocreased from $90,219,000 as of Septembe2B03 to $430,066,000 as of
September 30, 2014.

Interest income increased by $1,401,000 for the mionths ended September 30, 2014 as comparee $arhe period in 2013 as a result of
the average outstanding performing portfolio of SIBAns held for investment increasing from $67,08Q,to $100,281,000 for the nine
months ended September 30, 2013 and 2014, resglgctiv

Other income increased by $236,000 for the ninethzoended September 30, 2014 as compared to treeennd in 2013. This increase is
mainly attributed to increases in NSBF and SBL attivgy income of $269,000, fee related income d3&R00 and loan recoveries of
$73,000, partially offset by a decrease in NBC iretdde income of $206,000 and other fee relatednme of $154,000.

The change in fair value loss associated with S@hs$ held for sale of $284,000 is related to thewarhof unsold guaranteed loans during a
period, the timing of when those loans sell andcti@nge in premium being received on those loans.amount of unsold guaranteed loans
decreased by $1,188,000 for the nine month pernodeéd September 30, 2014, while there was an inemfe$1,321,000 in unsold guaranteed
loans for the nine month period ended Septembe2@3.

The change in the fair value loss of SBA loans letdnvestment of $218,000 is the result of aréase in loans originated held for
investment partially offset by a decrease in tHeation adjustment applied to the loans held feesiment portfolio. Loans originated held
for investment aggregated $33,192,000 compare@&B$3,000 for the periods ended September 30, 20d£2013, respectively.

The period over period valuation adjustment of 7ré¥ained unchanged from December 31, 2012 to Sdyete30, 2013. As of
December 31, 2013, a discounted cash flow methgglohas applied resulting in a decrease in the vYi@nadjustment from 6.01% of total
principal as of December 31, 2013, to 5.03% ofl tptimcipal as of September 30, 2014.

The change in the valuation adjustment from 6.08%fdecember 31, 2013 to 5.03% as of Septembe2@0 is attributable primarily to
increases in the weighted average remaining tertneofetained loan portfolio from 16.55 years asddeber 31, 2013 to 17.31 years as of
September 30, 2014 and the recovery rate from 6 &9of December 31, 2013 to 70.53% as of Septe@the2014. The increase in the
weighted average remaining term is attributablertincrease in the weighted average term of lodgsated period over period, partially
offset by normal portfolio amortization and prepants of principal. The increase in the recoverg raiattributable primarily to the collateral
composition of loans originated period over pesedured by a greater percentage of real estate @ssat class, which typically yields more
robust recovery rates as opposed to depreciabd¢sas®r the periods ended September 30, 2014 aodniber 31, 2013, approximately
68.67% and 64.21% of the respective performing |pamfolio retained balances were principally seclipy real estat



Salaries and benefits increased by $1,720,000 pfinthue to the addition of staff in all departmen€ombined headcount increased by 27%
from an average of 74 for the nine months endedeSaper 30, 2013 to an average of 94 for the ninethsoended September 30, 2014.
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Interest expense increased by $373,000 for themorghs ended September 30, 2014 compared witatine period in 2013, due primarily
to the 2013 closing of the securitization transatiwhich increased interest at NSBF by $803,0@0aaimadditional $181,000 increase rele
to the Capital One line of credit which increasemirf an average outstanding balance of $13,383@0Mié nine months ended Septembel
2013 to $19,282,000 for the same period in 2014se&hncreases were partially offset by a decreaddSBF of $519,000 due to the payoff of
the Summit debt and a decrease of $91,000 at NBQGala reduction in average outstanding borrowimgser the Sterling line from
$7,949,000 at September 30, 2013 to $5,658,008@eber 30, 2014.

Professional fees for the nine months ended Segte8th 2014 decreased by $68,000 when comparedhetsame period last year,
primarily due to a decrease in accounting fees3df@00 and consulting fees of $28,000 offset binarease in trustee fees of $66,000.

The provision for loan losses decreased from $Z®4{0r the nine months ended September 30, 20a3&t release of $54,000 for the same
period in 2014, a decrease of $438,000 or 114.18é.allowance for loan losses decreased from $10684pr 11.5% of the gross cost basis
portfolio balance of $14,698,000 at September 8@32to $1,001,000, or 9.5% of the gross cost hmsiolio balance of $10,569,000 at
September 30, 2014. The year over year reductitimirallowance for loan losses of the gross casishgortfolio is a result of overall credit
improvement in the cost basis portfolio.

In determining the net change in fair value of barld for investment for the quarter ended Sepéerd0, 2014, the Company used a
discounted cash flow model which incorporated @&esesf expected future cash flows for the perfogr®BA 7(a) loan portfolio, and

discounts those cash flows at a market clearinigl yie5.38%. The key assumptions used in the madetonsidered unobservable inputs and
include anticipated prepayment speeds, cumulatvautt rates, the cost of loan servicing, and Priate expectations. The Company used an
assumed prepayment speed of 19% based on currekgtrnanditions and historical experience for then portfolio, against a prepayment
curve developed from NSBF historical experienceaiculate expected loan prepayments in a given yafaults are defined as any loan
placed on non-accrual status as of September 3@, 2he cumulative default rate, defined as thegu@rof loan balance that will enter final
liquidation in a given year, was estimated to b#28&nd was derived from NSBF historical experiedd® mix of NSBF's loan portfolio
continues to shift from start-up businesses, td@manately existing businesses. Our historical dléfand loss rates demonstrate that this
particular segment (i.e. Existing Business) of 8BA loan portfolio continues to experience the lstvate of defaults and ultimate losses
over our nine year history of originating loans. &itcomputing the cumulative default rate to be iapgpb the performing portfolio loan
balances, the Company excluded the last three peariginations as those loans have not seasoeed ke discounted cash flow analysis
resulted in a price equivalent of 94.97% of thegrapunt on our loans held for investment.
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Other general and administrative costs increase®bb®,000 when compared to the comparable perididegbrior year. The increase was
attributed to increases in loan origination co$t$3Y 1,000, loan recovery and servicing expensé&6a9,000 and additional marketing
expense of $212,000 in connection with our telewisid campaign for the nine month period endedesaptr 30, 2014. This was partially
offset by a decrease in NBC bad debt expense of,$26.

The increase of loan originations and the sizénefptortfolio, combined with improvements in intdénesome, generated by the addition to
and enhanced performance of the portfolio, werficseifit to offset additional salaries, servicinglasrigination expenses. The resulting prt
income of $10,809,000 for the nine months endedeBeper 30, 2014 was a 82% improvement over pretzonie of $5,932,000 for the nine
months ended September 30, 2013.

Managed Technology Solutions

Three months
ended September 30:

(In thousands):. 2014 2013 $ Change % Change
Revenue
Web hosting and desi¢ $ 3,81¢ $ 4,45¢ $ (639 (14)%
Expenses
Salaries and benefi 1,07¢ 1,30C (227) AN%
Interest 6 44 (38) (86)%
Professional fee 77 11& (38 (33)%
Depreciation and amortizatic 33€ 327 9 3%
Insurance expens related party 5 — 5 10C%
Other general and administrative cc 1,511 1,78¢ 271 (15)%
Total expense 3,01« 3,57¢ (560 (16)%
Income before income tax $ 804 $ 881 $ (77 (9%

Three months ended September 30, 2014 and 2013:

Revenue is derived primarily from recurring conteacfees for hosting websites for shared hostiegichted servers and cloud instances (the
“plans”). Less than 2% of revenues were derivethfomntracted services to design and maintain wieb.dRevenue between periods
decreased $637,000, or 14%, to $3,818,000 in ZH& decrease in web hosting revenue is the rekaltlecrease in the average monthly
number of total plans by 4,735 or 11% between psrto 39,569 plans in 2014, from 44,304 plans éntktird quarter of 2013. Partially
offsetting the decrease in revenue was an inciedbe average monthly revenue per plan of 3% @&3in 2014 from $31.80 in 2013,
which reflects a growth in customers purchasindp@igost plans including additional options andises, The average monthly number of
dedicated server plans in 2014, which generatglzehimonthly fee versus shared hosting plans, dseteby 180 plans between periods, or
15%, to an average of 986 plans from an averadelé6 in 2013. The average monthly number of shhosting plans in the third quarter of
2014 decreased by 4,488, or 11%, to an average, 873 from 42,458 in 2013. The average numberafdinstances decreased by 67 to an
average of 613 from 680 in 2013. Competition fraimeo web hosting providers as well as alternatiebsite services continued to have an
overall negative effect on web hosting plan coumt evenue growth between periods

It continues to be management’s intent to increasenues and margin per plan through higher castvalue service offerings to customers,
although this may result in a lower number of planglace overall. Management has broadened thep@owis focus beyond the Microsoft
web platform by now providing its platform capatids to include open source web applications whibte become increasingly attractive to
web developers and resellers.

Total expenses of $3,014,000 for the three monibde@ September 30, 2014 decreased $560,000, orfidi®$3,574,000 in 2013. Net M1
segment salaries and benefits in 2014 decreaseldPor 17% between years to $1,079,000. Gross 84l&8ies and benefits are subject to
project capitalization accounting rules and are altocated out to other Newtek segments depermhinttpe nature of work performed by M
for such other segments. Gross MTS salary costedsed by $99,000 or 10% mainly due to the avemageer of full time employees,
which was 84 in 2014 compared to 100 in 2013. Bendécreased by $122,000 or 42% primarily duda¢oreduction of the bonus expenses
of $85,000 due to the decreased performance
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of the Company’s financial results. In additioreréawas a reduction in health insurance in the anafu$14,000 due to the reduction of
headcount between years. Finally, there was a tiedua stock compensation by $12,000. Intereseesp decreased by $38,000 or 86%
between years, due to the payoff of a bank lineredit in June 2014. Professional fees decreas&3®y00 or 33% between years, mainly
due to the decrease in web design costs due tiettrease in web design revenue between years. @etpsa and amortization increased
$9,000 between years to $336,000 or 3% due tdrttieg of 2014 planned capital expenditures. Otheregal and administrative costs
decreased $277,000 or 15% between years. Bad xiadrtge decreased by $106,000, which mostly retatéte Companyg collection effort:
In addition, there were decreases in license expen$86,000, primarily relating to a reduced nunmtfeMicrosoft servers used. Marketing
expenses decreased by $51,000, due to the Compasing the marketing campaigns in the Company&stsffo reduce costs. Processing
fees decreased by $31,000, which is directly rdl&gehe decrease in revenue. Finally, there wdeceease in telephone and office expenses
by $16,000 and $9,000, respectively, due to aduiticost cutting efforts by the Company. This wastiplly offset by an increase in building
occupancy costs (rent and utility costs) of $33,00nt increased by $67,000, which related to the@ny entering into a five year lease
extension for the Company’s data center, whiletigtdl decreased by $34,000.

Income before income taxes decreased by $77,08804,000 in 2014 from $881,000 in 2013. The de&@agrofitability was principally
due to a decline in web hosting revenue betweersymtially offset by the reduction in salariesl &enefits, interest expense, professional
fees and other general and administrative costedeet years.

Nine months
ended September 30
(In thousands):. 2014 2013 $ Change % Change
Revenue
Web hosting and desic $12,06¢ $13,44¢ $(1,38)) (10)%
Expenses
Salaries and benefi 3,68 3,81t (139) (4%
Interest 38 74 (36) (49)%
Professional fee 322 434 (112) (26)%
Depreciation and amortizatic 1,004 98¢ 15 2%
Insurance expens related party 7 — 7 10C%
Other general and administrative cc 4,53¢ 5,31¢ (780) (15)%
Total expense 9,592 10,63 (1,039 (1D)%
Income before income tax $ 2,47¢ $ 2,81¢ $ (342 (12)%

Nine months ended September 30, 2014 and 2013:

Revenue is derived primarily from recurring conteacfees for hosting websites for shared hostiegichted servers and cloud instances (the
“plans”). Less than 3% of revenues were derivethfomntracted services to design and maintain wieb.dRevenue between periods
decreased $1,381,000, or 10%, to $12,068,000 iA.Z0{e decrease in web hosting revenue is thetrekaldecrease in the average number
monthly plans managed by 5,605, or 12% betweemggrio 40,115 plans in 2014 from 45,721 planih3? Partially offsetting the decree

in revenue was an increase in the average morgkignue per plan of 2% to $33.24 in 2014 from $3h68)13. This reflects a growth in
customers purchasing higher cost plans includimitiatial options and services. The average momthtyber of dedicated server plans in
2014, which generate a higher monthly fee versaseshhosting plans, decreased by 279 between geno@2%, to an average of 967 from
an average of 1,246 in 2013. The average monthiyben of shared hosting plans in 2014 decreased2i05or 12%, to an average of 38,
from 43,799 in 2013. The average number of closthinces decreased by 56 to an average of 619 ff&rm&013. The net decrease of
$1,381,000 in web hosting, design and maintenaadegover period was offset by revenue earnedercompletion of a project in the
amount of $241,000 in 2014.

It continues to be management’s intent to increagenues and margin per plan through higher cakvalue service offerings to customers,
although this may result in a lower number of planglace overall. Management has broadened thep@owis focus beyond the Microsoft
web platform by now providing its platform capatids to include open source web applications whibve become increasingly attractive to
web developers and resellers.
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Total expenses for 2014 decreased by $1,039,000,%r from $10,631,000 in 2013 to $9,592,000 in22MNet MTS segment salaries and
benefits decreased by $133,000 or 4% between y@&@682,000. Gross MTS salaries and benefitsatgect to project capitalization
accounting rules and are also allocated out tor dtleevtek segments depending on the nature of werfopmed by MTS for such other
segments. The average number of full time emplogeeseased to 92 in 2014 compared to 98 in 201Be\gloss salary costs and payroll
taxes increased by approximately $68,000 betwearsydtie to the increase in average wage per vt Eémployee. Benefits decreased by
$201,000 most significantly due to the reductiothef bonus expenses of $108,000 due to the dedrpasrmance of the Company’s
financial results. In addition, there was a reducin health insurance in the amount of $46,000tduke reduction of headcount between
years. Finally, there was a reduction in stock censation by $38,000. Interest expense decreas$dth900 or 49% between years, du

the payoff of a bank line of credit in June, 20Rdofessional fees decreased by $112,000 or 26%ebkatyears, mainly due to the decrease in
web design costs due to the decrease in web designue between years. Depreciation and amortizateased $15,000 between periods
to $1,004,000 due to capital expenditures througB0w4. Other general and administrative costsedead by $780,000 or 15% between
years. The decrease relates primarily to a decied®ensing expense of approximately $239,000 tdue reduction in Microsoft servers.
addition, bad debt expense decreased by $163,006h wmostly related to the Company’s collectioroe. The Company ceased their
marketing campaign, which decreased expenses betyeses by $110,000. In addition, credit card pssoey fees decreased by $69,000 due
to lower revenue between years. Finally, there avdscrease in maintenance and support in the amb@68,000, telephone expenses in the
amount of $44,000, office expenses in the amoufB88f000 and travel expenses in the amount of $P&H@tween years. These expenses
decreased mainly due to the Company’s cost reduefiforts. This was partially offset by an increas®uilding occupancy costs (rent and
utility costs) of $33,000. Rent increased by $6@,00hich related to the Company entering into & frear lease extension for the Company’s
data center, while utilities decreased by $34,000.

Income before income taxes decreased 342,00043&D00 in 2014 from $2,818,000 in 2013. The desréa profitability was principally
due to a decline in web hosting revenues partaffiset by the reduction in salaries and benefitigrest expense, professional fees and other
general and administrative costs between years.

All Other
Three months
ended September 30
(In thousands):. 2014 2013 $ Change % Change
Revenues
Insurance commissiot $ 471 $ 43¢ $ 38 9%
Insurance commissiol- related party 10¢ 90 18 20%
Other income 141 141 — —
Other incom-related party 19 25 (6) (24)%
Total revenue 73¢ 68¢ 50 7%
Expenses
Salaries and benefi 57¢ 597 (18) (3)%
Professional fee 13¢ 18¢ (50 271%
Depreciation and amortizatic 51 50 1 2%
Other general and administrative cc 33¢ 165 174 105%
Total expense 1,107 1,00( 107 11%
Loss before income tax $ (369 $ (31)) $ (57 (18)%

Three months ended September 30, 2014 and 2013:

The All Other segment includes revenues and exgemamarily from Newtek Insurance Agency, LLC (“NTJANewtek Payroll Services
(“PAY") and qualified businesses that received stwegents made through the Company’s Capco prograrnthwannot be aggregated with
other operating segments.

Insurance commissionsrelated party represents commissions earned byaxipolicies sold to Newtek and its subsidiariesl ather incom
— related party represents fees charged by NewtgtoP&ervices, LLC to Newtek and subsidiaries;ralhted party revenues and expenses
are eliminated upon consolidation.
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Total revenue increased by $50,000 for the threethsoended September 30, 2014 primarily due tmemease in insurance commissions,
which was due to increases in the premiums earnedreewals of property and casualty policies andwrforce placed insurance book.
Insurance commissions — related party also inctease result of the corporate property and caspalicy renewals in September 2014.

Salaries and benefits decreased by $18,000 fahtke months ended September 30, 2014 as comuatieel prior year quarter due to the
replacement of three employees who were termirgttéue end of 2013 and were replaced throughout,2tdmbined with the reduction of
staff at ACS. Professional fees decreased by $80r0the current quarter of which, $24,000 wastaitable to a reduction in insurance
broker commission expense, as well as a decreg&20¢d00 in consulting expenses.

Other general and administrative costs increasekily,000 in the current quarter, which includ&4.62,000 loss related to a settlement by
PAY related to DPS litigation, $5,000 increasesdferral fees as a result of increased payroll tdiand an increase of $4,000 in office
expenses.

Nine months
ended September 30:
(In thousands). 2014 2013 $ Change % Change
Revenue
Insurance commissiot $ 1,272 $ 1,340 $ (75 (6)%
Insurance commissiol- related party 182 17z 9 5%
Other income 43¢ 411 22 5%
Other income-related part 59 61 &) 3%
Total revenu 1,94¢ 1,992 (46) (2)%
Expenses
Salaries and benefi 1,80t 1,92¢ (11¢ (6)%
Professional fee 347 464 (227 (25)%
Depreciation and amortizatic 154 152 2 1%
Other general and administrative cc 707 665 42 6%
Total expense 3,01z 3,20¢ (192) (6)%
Loss before income tax $(1,067) $(1,217) $ 14€ 12%

Nine months ended September 30, 2014 and 2013:

Total revenue decreased by $46,000 for the ningmsaended September 30, 2014 compared to priavgari2013. Insurance commission
revenue decreased by $75,000 due to a contractitre irenewal book of business, primarily on beséfipe policies, and in our force placed
insurance book. The $22,000 increase in other iecgsar over year, was related to PAY, which redla&3% increase in the total numbe
payroll clients from 363 at September 30, 201320 &t September 30, 2014.

Total expenses decreased by $192,000 year ovepyiezarily due to a $119,000 decrease in salamessbenefits; $50,000 of which, was
attributable to NIA, and principally related to ttegmination of three employees in the fourth qeraof 2013, who were replaced throughout
2014; the remainder of the decrease was primagifted to ACS which reduced headcount during 2Ptdfessional fees decreased by
$117,000. $68,000 is attributable to a reductioms&urance broker commission expense, $28,000ecd¢icrease is related to a reduction in
legal fees related to the DPS litigation. In addfitiNIA had a reduction of $10,000 in accounting tax fees. Other general and
administrative costs increased $42,000. The ineresaattributed to a $162,000 increase due taalitg loss related to DPS litigation
settlement, an increase in payroll system feegefiedral fees of $25,000 due to an increase ingeglients along with a $20,000 increase in
software maintenance fees for payroll systems. 8egeases were offset by a decrease of $150e0@@d to software licensing fees at A
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Corporate activities:

Three months
ended September 30:

(In thousands):. 2014 2013 $ Change % Change
Revenue
Management fee- related party $ 19¢ $ 24¢ $ (50 (20)%
Interest incomi 73 1 72 7,20%
Total revenue 272 25C 22 9%
Expenses
Salaries and benefi 1,30z 1,244 58 5%
Interest expens 20k — 20t 100%
Professional fee 162 247 (85) (34%
Depreciation and amortizatic 37 40 ©)] (8)%
Insurance expens related party 45 78 (33 (42)%
Other general and administrative cc 557 48¢ 69 14%
Total expense 2,30¢ 2,09 212 10%
Loss before income tax $(2,037) $(1,847) $ (190 (10%

Three months ended September 30, 2014 and 2013:

The Corporate activities segment implements busieategy, directs marketing, provides technolmggrsight and guidance, coordinates
and integrates activities of the other segmentstraots with alliance partners, acquires custorpeodunities, and owns our proprietary
NewTracker™ referral system and all other inteliatproperty rights. This segment includes reveamgkexpenses not allocated to ol
segments, including interest income, Capco managefee income, and corporate operating expensesseTbperating expenses consist
primarily of internal and external accounting exges) internal and external corporate legal expensegorate officer salaries, sales and
marketing expense and rent for the principal exeeuffices.

Revenue is derived primarily from management fegaed from the Capcos. Related management feeuewdsatlined 20% to $199,000 for
the three months ended September 30, 2014, froi,&24 for the three months ended September 30, 20d8agement fees, which are
eliminated upon consolidation, are expected toidech the future as the Capcos mature and utilize cash. If a Capco does not have
current or projected cash sufficient to pay managrfees, then such fees are not accrued.

Total expenses increased by $212,000 in the cugrearter due primarily to an increase in interegiease of $205,000 incurred on the term
loan and line of credit with Capital One, NA, whiclosed in June 2014, which was used to repay Stamdithe outstanding balance on the
MTS term loan.

The loss before income taxes increased by 10%,8882000 for the three months ended September®@, 2s compared to the same period
in 2013, primarily due to increased interest expansconnection with the new term note and linereflit from Capital One, NA.
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Nine months
ended September 30:
(In thousands): 2014 2013 $ Change % Change
Revenue
Management fee- related party $ 597 $ 647 $ (50 (8)%
Interest and other incon 76 3 73 2,43%
Total revenu 673 65C 23 4%
Expenses
Salaries and benefi 4,18( 4,16¢ 12 — %
Interest expens 2,151 — 2,151 10C%
Professional fee 76€ 1,02¢ (269) (26)%
Depreciation and amortizatic 111 124 (13 (10)%
Insurance expens related party 93 13z (40 (30)%
Other general and administrative cc 1,68¢ 91¢ 76¢ 84%
Total expense 8,98¢ 6,37: 2,61¢ 41%
Loss before income tax $(8,316) $(5,727) $(2,59¢) 45%

Nine months ended September 30, 2014 and 2013:

Revenue is derived primarily from management fegaad from the Capcos. Related party managemenéveaue declined 8% to $597,000
for the nine months ended September 30, 2014, $&47,000 for the nine months ended September 3B. Related party management ft
which are eliminated upon consolidation, are exgetd continue to decline in the future as the Gapuature and utilize their cash. If a
Capco does not have current or projected castcmiffito pay management fees, then such fees ascamed.

Total expenses increased $2,616,000, or 41% fanitteemonths ended September 30, 2014 from the paned in 2013 due primarily to a
$2,151,000 increase in interest expense of whicd0E1000 was related to the closing of the new tean and line of credit with Capital O
NA which was used to repay Summit and the outstenbalance on the MTS term note. The $1,905,00@#se relates to the amortizatior
deferred financing cost and debt discount relatetié Summit note. The additional interest exp@émslee current nine month period resulted
from the recognition of the unamortized debt distan the Summit note, as well as the remainingnortized deferred financing costs. The
refinancing of the Summit note will significantlgduce the Company’s expense going forward as theest cost on the $10,000,000 term
note was reduced from 15% to Prime plus 2.5%.

The increase in other general and administratistsoaf $769,000 for the nine months ended SepteBhe2014 compared with the same
period in 2013 was due primarily to a $453,000éase in marketing expense due to an increase emtbent of air time purchased for our
television ad campaign, as compared with the gmésiod, increase in rent and utilities of $89,06d a $244,000 reversal of an accrual in the
prior period for a contract dispute which was seltih June 2013. These increases were partialgnlfy a $263,000 reduction in professic
fees due to higher legal fees in the prior perioddnnection with higher audit costs incurred dyi2913.

Loss before income taxes increased by $2,594,00066% for the nine months ended September 30, 2&ldompared to the same period in
2013, due primarily to the increase in interestemge as well as an increase in marketing expetsehwere slightly offset by decreases in

professional fees, insurance expense — relatey, gand other expenses.
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Capcos
Three months
ended September 30:
(In thousands):. 2014 2013 $ Change % Change
Revenue
Income from tax credit $ 1 $ 3 $ (20 (65)%
Dividend income- related party 87 — 87 10C%
Interest incom 4 2 2 10C%
Other income — 9 9 (200%
Total revenu 102 42 6C 14%%
Net change in fair value @
Credits in lieu of cash and Notes payable in ceaditieu of casl (2) — (2 (100%
Expenses
Management fee- related party 19¢ 24¢ (50 (20)%
Interest expens 19 41 (22 (54)%
Professional fee 88 98 (a0 (10)%
Other general and administrative cc 23 31 (8 (26)%
Total expense 32¢ 41¢ (90) (2D)%
Loss before income tax $ (229 $ (377) $ 14¢ 39%

Three months ended September 30, 2014 and 2013:

As described in Note 3 to the condensed consotidatancial statements (unaudited), effective Janda2008, the Company adopted fair
value accounting for its financial assets and famariabilities concurrent with its election ofdHair value option for substantially all credits
in lieu of cash, notes payable in credits in li€gash and prepaid insurance. These are the fiabagsets and liabilities associated with the
Company’s Capco notes that are reported withirChpany’s Capco segment. The table above refleeteftects of the adoption of fair
value measurement on the income and expense iteawsr(e from tax credits, interest expense and arse expense) related to the revalued
financial assets and liability for the three morghsled September 30, 2014 and 2013. In additieméh change to the revalued financial
assets and liability for the three months endede®eiper 30, 2014 and 2013 is reported in the linet‘®thange in fair value of Credits in lieu
of cash and Notes payable in credits in lieu ohtas the condensed consolidated statements ofriedainaudited).

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

Revenue is derived primarily from non-cash inconeenftax credits, interest and dividend income. $8@,000 decrease in tax credits for the
three months ended September 30, 2014 versustiegeriod in 2013 reflects the effect of the déstirdollar amount of tax credits
remaining in 2014. The amount of future income frtam credits revenue will fluctuate with futureenest rates. However, over future peri
through 2016, the amount of tax credits will deseeto zero. The increase in total revenue forhiheetmonths ended September 30, 2014
compared to the year ago quarter is due primagitiid,000 in accrued dividends from a related padyned by three of the Capcos on ec
investments made in 2013, as well as a $13,00delnd from a preferred interest held in a relatetypall related-party revenue and
expenses are eliminated upon consolidation.

Expenses consist primarily of management fees anecash interest expense. Related party managdeentiecreased by 20%, or $50,000
for the three months ended September 30, 2014mapared with the same period ended 2013. Relateg pemagement fees are expected to
decline in the future as the Capcos mature andetieir cash. Interest expense decreased by B2X@ the three months ended
September 30, 2014 compared with the year agoequasta result of the declining amount of notesapbyin 2014.
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Overall, the pretax loss before income taxes inGapco segment improved by $148,000, period oveogheprimarily due to increased
income from dividends, and a decrease in intergstrese, professional fees and other general anthistirative costs for the three months
ended September 30, 2014.

Nine months
ended September 30
(In thousands). 2014 2013 $ Change % Change
Revenue
Income from tax credit $ 3¢ $ 8€ $ (47 (55)%
Dividend income- related party 261 — 261 10C%
Interest incomi 8 24 (16) (67)%
Other income 4 21 (17) (81)%
Total revenu 31z 131 181 13&%
Net change in fair value @
Credits in lieu of cash and Notes payable in cedditieu of casl (2) 26 (28) (108%
Expenses
Management fee- related party 597 647 (50) (8)%
Interest 66 143 (77) (54)%
Professional fee 203 214 (171) (5)%
Other general and administrative cc 132 111 21 19%
Total expense 99¢ 1,11t (1179) (10)%
Loss before income tax $ (68¢) $ (959 $ 27C 28%

Nine months ended September 30, 2014 and 2013:

Revenue is derived primarily from non-cash inconeenftax credits, interest and dividend income. @berease in tax credits for the nine
months ended September 30, 2014 versus the saind peR013 reflects the effect of the declinindldoamount of tax credits remaining in
2014. The amount of future income from tax creddtgenue will fluctuate with future interest ratetawever, over future periods through
2016, the amount of tax credits, and thereforartbeme the Company will recognize, will decreasedm. The increase in total revenue for
the nine months ended September 30, 2014 compareht ago period is primarily due to $222,000daraed dividends from a related pa
earned by three of the Capcos on equity investrmaatie in 2013 and $39,000 dividends from a prefidnerest in a related party, partially
offset with income from previously written-off insements received in prior period. All related-padyenue and expenses are eliminated
upon consolidation.

Expenses consist primarily of management fees anecash interest expense. Related party managdeentor the nine months ended
September 30, 2014 decreased by $50,000. Relatgdnpanagement fees are expected to decline ifuthee as the Capcos mature and
utilize their cash. Interest expense decreasedBy0$0, for the nine months ended September 301 284 result of the declining dollar
amount of tax credits payable in 2014. Other gdraerd administrative costs increased $21,000 coetpaith the year ago period primarily
due to a $45,000 write-off of two investments, vihieas partially offset by a reduction in filing feand rent expenses.

Overall, the pretax loss before income taxes indhpco segment improved by $270,000, period oveogheprimarily due to the increased
income from dividends, and a decrease in intergstrese, which was partially offset by a reductioincome from tax credits.
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Critical Accounting Policies and Estimates:

The Company'’s significant accounting policies ageatibed in Note 2 of the Notes to Consolidatediaml Statements included in its Form
10-K for the fiscal year ended December 31, 2018iskussion of the Company’s critical accountingigies, and the related estimates, are

included in Management’s Discussion and AnalysiRe$ults of Operations and Financial PositionsrFiorm 10-K for the fiscal year ended

December 31, 2013.

Liquidity and Capital Resources

Cash requirements and liquidity needs over the tvgalive months are anticipated to be funded pritpdnrough operating results, available
cash and cash equivalents, existing credit lined aalditional securitizations of the Company’s SBAder’'s unguaranteed loan portions. As
more fully described below, the Company’s SBA lend&SBF") will require additional funding sourcés maintain current levels of SBA
loan originations in the latter part of 2014 undeticipated conditions; although the failure talfthese additional sources may require the
reduction in the Company’s SBA lending and relaipdrations, it will not impair the Company’s ovéiability to operate. The Company will
need to increase its levels of equity and debnfiirey in order to meet a higher level of loan fungdi than in previous years. As such, the
Company has also taken steps to convert to a BD€hwan October 22, 2014, was approved by our sloddebs, as well as a public offering
of the Company’s stock. Given weaker results inkthginess services segments which have historibaliy cash generators, and the need to
raise additional capital, the inability to closedshk transactions could significantly reduce the odigrowth for the Company. In addition, if
Company should ever be unable to obtain the red@ipproval for its financing arrangements from$A, it would likely be unable to
continue to make loans.

NSBF depends on the availability of purchasersSBA loans held for sale transferred to the seconderkets and the premium earr
therein to support its lending operations. At tivise, the secondary market for the SBA loans hetdéle is robust.

As an alternative to holding indefinitely the ports of SBA loans remaining after sale of the gu@ethportions in the SBA supervised
secondary market, NSBF has undertaken to secuttitése unguaranteed portions. In December 2010irsthauch securitization trust
established by NSBF issued notes to one investitreimmount of $16,000,000 which received an S&Rgaf AA. A second securitization,
an amendment to the original transaction, was ceteglin December 2011, and resulted in an addIti&it¥ 900,000 of notes issued to the
same investor. NSBF used the cash generated frefirshtransaction to retire its outstanding téoamn from Capital One, N.A. and to fund a
$3,000,000 account which during the first quarfe2@l1 purchased unguaranteed portions originatbgegjuent to the securitization
transaction. Similarly, the proceeds from the sdcsecuritization in 2011 were used to pay dowroilistanding balance on the NSBF
revolving line of credit with Capital One, N.A., éio fund a $5,000,000 account used to fund additioriginations in the first quarter of
2012. Additional securitizations were completed/iarch 2013 and December 2013 resulting in the issei@f notes in the amount of
$20,909,000 and $24,434,000, respectively. Siryildhle proceeds of both transactions were usedyalpwn the outstanding balance on the
NSBF revolving line of credit with Capital One, N.And a combined total of $12,945,000 was usedrtd &n account used to purch
unguaranteed portions of loans throughout 2013 damithg the first quarter of 2014. While this setization process can provide a long-term
funding source for the SBA lender, there is noaiaty that it can be conducted on an economic bas&ddition, the securitization
mechanism itself does not provide liquidity in gtert term for funding SBA loans.

In July 2013 the SBA lender, received an extensiothe maturity of its warehouse lines of creditaling $27,000,000 with Capital One,
N.A. from September 30, 2013 to May 31, 2015, aictviime the outstanding balance will be converted a thre-year term loan. The
extension also enhanced the terms of the crediities by removing the $15,000,000 funding subtifoir the non-guaranteed portions of the
SBA 7(a) loans NSBF originates, and increasingatieance rate to 55% from 50% for the mpraranteed portions of the SBA 7(a) loans.
NSBF line of credit is collateralized by all of NE's assets and Newtek guaranteed the repaymenttiblig. The interest rate on the portion
of the facility collateralized by the governmentganteed portion of SBA 7(a) loans, is set at piitois 1.00%, and there is a quarterly
facility fee equal to 25 basis points on the unysedion of the revolving credit calculated asiuf £nd of each calendar quarter. The interest
rate on the portion of the facility collateralizbg the non-guaranteed portion of SBA 7(a) loansgisat prime plus 1.875%, and there is a
quarterly facility fee equal to 25 basis pointstib@ unused portion of the revolving credit caloedbas of the end of each calendar quarter
agreement includes financial covenants at the pammpany level with its consolidated subsidiaifeduding a minimum fixed charge
coverage ratio, minimum EBITDA requirements andimiim cash requirements held at Capital One. Asept&nber 30, 2014, the
Company and NSBF were in compliance with the fimgrmvenants set in this line. On October 29, 2@id Company and Capital One, NA
amended the facility to increase the total cradé from $27,000,000 to $50,000,000 and extendedettm from May 31, 2015 to May 16,
2018. In connection with the amended facility, @@mpany incurred deferred financing costs of apipnately $298,000 which will be
amortized over the term of the line.
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Through February 28, 2011, the receivables finanamit, NBC, utilized a $10,000,000 line of creglibvided by Wells Fargo Bank to
purchase and warehouse receivables. On Februa®028, NBC entered into a three year line of creflitp to $10,000,000 with Sterling
National Bank which replaced the Wells Fargo limeDecember 2012, an amendment was signed provillatgipon the achievement
certain profitability levels, the maximum amounttibé line of credit under the Agreement can bedased from $10,000,000 to $15,000,000
at a later date upon NBC's request. The Amendmisntextended the maturity date from February 28420 February 28, 2016. There is no
cross collateralization between the Sterling legdarcility and the Capital One term loan and créatility; however, a default under the
Capital One term loan or line of credit will creat@ossibility of default under the Sterling linfecoedit. The availability of the Sterling line of
credit and the performance of the Capital One teans are subject to compliance with certain comehand collateral requirements as set
forth in their respective agreements, as wellraitdid restrictions on distributions or loans to @@mpany by the respective debtor, none of
which are material to the liquidity of the CompahAy.September 30, 2014, the Company and its sudrgdi were in full compliance with
applicable loan covenants. The Company guarantese foans for the subsidiaries up to the amoumbwed; in addition, the Company
deposited $750,000 with Sterling to collateralize juarantee.

In April 2012, the Company closed a $15,000,00@licfacility with Summit comprised of a $10,000,0@&0m loan, which was drawn at
closing, and a $5,000,000 delayed draw term lodretmade upon the satisfaction of certain conditidme $5,000,000 second tranche of
loan was not drawn by the Company. The funds weeel primarily for general corporate purposes indgdhe origination of SBA 7(a)
loans. This loan was refinanced and paid in fullune 2014 by Capital One NA.

In June 2014, the Company entered into a four $28r000,000 credit agreement with Capital One NAsesting of a $10,000,000 term loan
and a revolving credit facility of up to $10,000000 his is in addition to the current $50,000,0@@ucing line from Capital One which
Newtek uses exclusively for its small business ilegdbusiness and brings the Comg’s total financing through Capital One to $70,0@@.0
Principal and interest on the term loan are payqbbeterly in arrears and the interest rate is €yptas 250 basis points. The term loan is
being amortized over a six year period with a fip@/ment due on the maturity date. The interestaatthe revolving line of credit is also
Prime plus 250 basis points and is payable morthéyrears with the principal due at maturity. tiddion, the revolving line accrues interest
of 0.375% on the unused portion of the line whiepayable quarterly in arrears. Interest expensthéothree and nine months ended
September 30, 2014 was approximately $176,000 488,800, respectively. The facility requires thbe@nce to certain financial covenants
including minimum EBITDA, fixed charge coverageioat funded debt to EBITDA ratios, as well as minimcash balance requirements. As
of September 30, 2014, the Company was in comgiarith all financial covenants.

As of September 30, 2014, the Company’s unusedssuf liquidity consisted of approximately $6,7T8H) available through its lines of
credit, and $4,402,000 in unrestricted cash anld egaivalents.

Restricted cash of $15,465,000 as of Septembe2®@! is primarily held in Small business financé,@ther and our Corporate
segments. For Small business finance, approxim&&d,000 is owed to CapOne primarily in connectigth settled loan transactions,
$3,168,000 is due participants, the SBA and otards$3,393,000 is held by the securitization trasta reserve on future nonperforming
loans. For All other, PMT holds tax deposits fagitltlients until such payments are due to theeethyge state or federal authority, and NIA
segregates premiums collected from insureds. Iftiaddas discussed above, the Company deposit®d,$J0 with Sterling to collateralize
its guarantee, which is included in the Corporagnsent.

In summary, the Company generated and used cdeHlags:

Nine

Months Ended

September 30,
(In thousands 2014 2013
Net cash provided by/(used in) operating activi $ 16,33¢ $ (1,25%)
Net cash used in investing activiti (25,157 (24,23))
Net cash provided by financing activiti 717 19,02(
Net decrease in cash and cash equiva (8,106 (6,46¢)
Cash and cash equivalents, beginning of pe 12,50¢ 14,22¢
Cash and cash equivalents, end of pe $ 4,40: $ 7,761

Net cash provided by operating activities increase17,591,000 to cash provided of $16,334,00@Hemperiod ended September 30, 2
compared to cash used in operations of $1,257 @0é period ended September 30, 2013. The change
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primarily reflects the operation of the SBA lendad includes a $6,548,000 increase in prepaid Hret expenses arising from the conver
of loans pending settlement as well as a $2,61&@0dhcrease of cash provided from proceeds flwrsale of SBA loans held for sale less
loan originations. In the nine months ended Sepesrb, 2014, the Company originated $103,658,008B# loans held for sale and sold
$104,845,000 compared with $91,598,000 originatet$90,167,000 sold in the first nine months of201

Net cash used in investing activities includesuhguaranteed portions of SBA loans, the purchasieed assets and customer merct
accounts, changes in restricted cash and activitiedving investments in qualified businesses. dih used in investing activities increased
by $926,000 to cash used of $(25,157,000) for greod ended September 30, 2014 compared to cadhofi$€24,231,000) for the period
ended September 30, 2013. The increase was duarpyito a greater amount of SBA loans originatedifivestment of $(33,301,000) for
nine month period in 2014 compared with $(28,408)00 2013. In addition, the return of investmentgualified businesses, which provic
$1,532,000 of cash in 2013 versus no provisioménsame period of 2014. These cash uses werellyasffaet by provision of SBA loans
originated for investment which increased by $4,8086 in the nine months ended September 30, 204dtbe year ago period.

Net cash provided by financing activities primaiitgludes the net borrowings and (repayments) ak biaes of credit and notes payable
well as securitization activities. Net cash proddby financing activities decreased by $18,803 f@0€ash provided of $717,000 for the pe
ended September 30, 2014 from cash provided oDR0H00 for the period ended September 30, 2018pihdeeeds from bank lines of cre
and term loans provided an additional $10,000,0600é current nine month period, and was offsearo$11,007,000 cash use for repaym
on bank notes payable. Additionally, the prior ninenth period ending September 30, 2013 includeash provision of $20,909,000 related
to the Company’s March 2013 securitization trarisactand the change in restricted cash relatelisosame securitization transaction
resulted in an additional cash provision of $7,088,in the period ending September 30, 2014.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk.

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

Our SBA lender primarily lends at an interest @terime, which resets on a quarterly basis, pltisedd margin. Our receivable financing
business purchases receivables priced to equatsitoilar prime plus a fixed margin structure. Tagpital One term loan and revolver loan,
the securitization notes and the Sterling linerefit are on a prime plus a fixed factor basisaAesult the Company believes it has matched
its cost of funds to its interest income in itsafilting activities. However, because of the difféiedibetween the amount lent and the smaller
amount financed a significant change in marketr@gterates will have a material effect on our ofiegancome. In a rising interest rate
climate, our cost of funds will increase at a slovate than the interest income earned on the la@nsave made; however, this benefit may
be offset by a reduction in premium income. A iisinterest rates may cause an increase in prepagntbus decreasing the future cash
flows of a loan and impacting the premium pricedgaithe secondary market. Conversely, in a degrgaate environment, the Company
may experience a reduction in interest rate sprbadljs, interest income will decline more quickiyan interest expense resulting in a net
reduction of benefit to operating income, offsetdnyincrease in premium income.

Our lender depends on the availability of secondaayket purchasers for the guaranteed portion®8éf IB8ans and the premium received on
such sales to support its lending operations. itttme the secondary market for the guaranteetionarof SBA loans is robust but during
2008 and 2009 financial crisis the Company hadatiffy selling it loans for a premium; although mopected at this time, if such conditions
did recur our SBA lender would most likely cease&kimg new loans and could experience a substamihlation in profitability.

We do not have significant exposure to changingréast rates on invested cash which was approximsi€l,867,000 at September 30,
2014. We do not purchase or hold derivative finahicistruments for trading purposes. All of oungactions are conducted in U.S. dollars
and we do not have any foreign currency or foreigchange risk. We do not trade commodities or lzenyecommodity price risk.

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

institutions. Invested cash is held almost excleigiwat financial institutions with ratings from S&® A- or better. The Company invests cash
not held in interest free checking accounts or bankey market accounts mainly in U.S. Treasury-ambney market instruments or funds
and other investment-grade securities. As of Seip¢er80, 2014, cash deposits in excess of FDIC #@ #hsurance totaled approximately
$8,840,000 and funds held in U.S. Treasury-only eyanarket funds or equivalents in excess of SIRGrance totaled approximately
$1,000.
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Item 4. Controls and Procedures.
(a) Evaluation of Disclosure Controls and Procedue

Our management, with the participation of our Cliagécutive Officer and Chief Accounting Officer,adwated the effectiveness of our
disclosure controls and procedures as of the ettiegberiod covered by this report. Based on thaluation, the Chief Executive Officer and
Chief Accounting Officer concluded that our disclos controls and procedures were effective aseétid of the period covered by this
report and provide reasonable assurance that finenation required to be disclosed by us in repfilesl under the Exchange Act is recorded,
processed, summarized and reported within the pien®ds specified in the SEC's rules and formscldsure controls and procedures
include, without limitation, controls and procedsidesigned to ensure that information requirecetdibclosed by an issuer in the reports that
it files or submits under the Exchange Act is acalated and communicated to the issuer’s managementing its principal executive and
principal financial officers, or persons performisignilar functions, as appropriate to allow timdhcisions regarding required disclosure. A
controls system, no matter how well designed aretaipd, cannot provide absolute assurance thabijketives of the controls systems are
met, and no evaluation of controls can provide klte@ssurance that all control issues and instaotcfraud, if any, within a company have
been detected.

(b) Change in Internal Control over Financial Repting.

No change in our internal control over financiglogting occurred during the quarter ended Septe®®e2014 that has materially affected
is reasonably likely to materially affect, our imtal control over financial reporting.

(c) Limitations.

A controls system, no matter how well designed @merated, can provide only reasonable, not absaatairances that the controls system’s
objectives will be met. Furthermore, the desigma abntrols system must reflect the fact that tlaeeeresource constraints, and the benefits of
controls must be considered relative to their cadsause of the inherent limitations in all col#rgystems, 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 judgmentsietision-making can be faulty, and that breakdosamsoccur because of simple errors or
mistakes. Controls can also be circumvented bynithigidual acts of some persons, by collusion o v more people, or by management
override of the controls. The design of any systémontrols is based in part upon certain assumptabout the likelihood of future events,
and there can be no assurance that any desigaugieed in achieving its stated goals under afimg@tl future conditions. Over time, contr
may become inadequate because of changes in anwddr deterioration in the degree of compliandd Wt policies or procedures. Because
of the inherent limitations in a cost-effective trmh system, misstatements due to error or fraug ozaur and not be detected. We
periodically evaluate our internal controls and makanges to improve them.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

In the ordinary course of business, the Company fincay time to time be party to lawsuits and claiffise Company evaluates such matters
on a case by case basis and its policy is to covigsrously any claims it believes are without quatiing merit. The Company is currently
involved in various litigation matters. Managembas reviewed all legal claims against the Compaitly @ounsel and has taken into
consideration the views of such counsel, as totheome of the claims. In management’s opinioralftisposition of all such claims will not
have a material adverse effect on the results efatjpns, cash flows or financial position of then@pany.

Iltem 6. Exhibits

Exhibit No.
31.1

31.2

32.1

101.SCH¢
101.CALE
101.LABE
101.PRE

Description

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

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

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

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Labels Linkbase Docunr
XBRL Taxonomy Extension Presentation Linkbase Doent
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SIGNATURES

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

NEWTEK BUSINESS SERVICES, CORP.

Date: November 14, 2014 By: /s/ Barry Sloane

Barry Sloane

Chairman of the Board, Chief Executive Officer
and Secretary

(Principal Executive Officer

Date: November 14, 2014 By: /s/ Jennifer Eddelson

Jennifer Eddelson
Chief Accounting Officer
(Principal Financial Officer and Principal AccourdiOfficer)
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Exhibit 31.1

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

I, Barry Sloane, certify that:

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

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dn#tate 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 ref

3.  Based on my knowledge, the financial statemamd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations andash flows of the registrant as of, and for, thegols presented

this report;

4.  The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

d)

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

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

evaluated the effectiveness of the registratigslosure controls and procedures and presentiisineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

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

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a)

b)

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

any fraud, whether or not material, that invelweanagement or other employees who have a signifrole in the
registran’s internal control over financial reportir

Dated: November 14, 2014

/sl Barry Sloane
Barry Sloane
Principal Executive Office




Exhibit 31.2

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

I, Jennifer Eddelson, certify that:

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

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dn#tate 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 ref

3.  Based on my knowledge, the financial statemamd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(

this report;

4.  The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contamid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a)

b)

d)

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

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

evaluated the effectiveness of the registratigslosure controls and procedures and presentiisineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

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

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a)

b)

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

any fraud, whether or not material, that invelweanagement or other employees who have a signifrole in the
registran’s internal control over financial reportir

Dated: November 14, 2014

/s/ Jennifer Eddelson
Jennifer Eddelso
Principal Financial Office




Exhibit 32.1

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

In connection with the Quarterly Report on FormQ@er the period ended September 30, 2014 (the SR8mf Newtek Business Services,
Inc. (the “Company”), as filed with the Securiteasd Exchange Commission on the date hereof, Bdoan8, as Principal Executive Officer,
and Jennifer Eddelson, as Principal Financial @ffiof the Company, each hereby certifies, purstcah8 U.S.C. 81350, as adopted pursuant
to 8906 of the Sarbanes-Oxley Act of 2002, thagaoh officer's knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
(2) The information contained in the Report faphesents, in all material respects, the finan@abition and results of operations of
the Company

/sl Barry Sloane
Barry Sloane
Principal Executive Office

/s/ Jennifer Eddelson
Jennifer Eddelso
Principal Financial Office

Dated: November 14, 20:



