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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

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

For the fiscal year ended December 31, 2013

Commission file number: 001-16123

NEWTEK BUSINESS SERVICES, INC.

New York 11-350463¢€
(State or other jurisdiction of (LR.S. Employer
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Registrant’s telephone number, including area code(212) 356-9500

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

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

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405cdb#turities Act.  Yed No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act. Yes[ No
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 requirefilésuch 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 pursuaRile 405 of Regulation S-T (Section 232.405 &f thhapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such file¥)es No O

Indicate by check mark if disclosure of delinquiletrs pursuant to Item 405 of Regulation S-K (8&t29.405 of this chapter) is not
contained herein, and will not be contained, toltast of registrant’'s knowledge, in definitive pyax information statements incorporated by
reference in Part Il of this Form 10-K or any amerent to this Form 10-K.[X]

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

Large accelerated fili [ Accelerated file| O
Non-accelerated file O Smaller reporting compar

Indicate by check mark whether the registrantstell company (as defined in Rule 12b-2 of the BExgfe Act). YesO No

The aggregate market value of the voting and ndimg@ommon equity held by non-affiliates of thgistrant was approximately
$54,910,000 as of the last business day of thetragt's second fiscal quarter of 2013.

As of March 27, 2014 there were 36,966,672 shassed and outstanding of the registrant’'s CommameShpar value $0.02 per share.
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PART |
ITEM 1. BUSINESS.
Overview

Newtek Business Services, I. (“we,” the “Company” or “Newtek”), ‘The Small Business Authority? , provides financial and business
services to the small- and medium-sized busineskehaur website, www.thesba.com, and our heigiddiranding strategy enable us to
offer small businesses the ability to grow and peosy obtaining from us:

. Business LendingBusiness loans for working capital, to acquirexgand a business or for the purchase of machimetyeguipmen
. Electronic Payment ProcessingCredit card, debit card, check conversion and A@bt@ssing solution

. Ecommerce ServicesCombinations of payment processing, online shoppargtools, web site design, web hosting and veédted
services which enable businesses to establishsampre and commercial capability on the Internet guick and simple fashic

. Managed Technology SolutionsFull service web hosting, including domain regitna and online shopping cart tools; cloud
computing plans and customized web design and dpreint service

. The Newtek Advantage™:A mobile, real-time operating platform for businégs®lligence putting all critical business trartsaas in
real-time and enabling a business to access dassorartphone, tablet, laptop or PC for eCommereglit/ debit transactions, website
statistics, payroll, insurance and business Ic

. Data Backup, Storage and RetrievalFast, secure, ¢site data backup, storage and retrie
. Accounts Receivable FinancingReceivable financing and management services, tiesedit collateralized by receivable accou
. Insurance Services Nationwide commercial, health and benefits, andqmal lines of insuranc

. Payroll: Payroll management processing and employee taxg f

During 2013 we derived revenue through the sakelmiisiness service or product to over 100,000 basiaccounts. We use state of the art,
web-based proprietary technology to provide lowt poeducts and services to our small- and mediizae business clients. We are a Fin’
company and consider our Newtracker system sirtolarhat Salesforce.com does for tracking salessle@dr Newtracker system tracks
business referrals through our entire sales an#lating process for all alliance partners. It isfage are putting a barcode, like delivery
services do for packages, on a business servicegsoThis gives full transparency to referralllisrzce partners as to what our business
service specialists are doing with their clienthddirs a day, 7 days per week. This gives allignactners comfort as to what our processing
personnel are doing with their customers. It giveth parties a complete audit trail. It markedlypsemanage our staff as “big brother is
always watching” and the system measure their ctenpy in real time. We acquire our customers thhahhg use of what we believe is our
state of the art, web-based proprietary technoleigizh eliminates the need for paying commissiotfaéet on the street” sales personnel. In
addition, we acquire customers through referralmfalliances with Fortune 5G0companies, community banks, credit unions and stz
of whom have elected to offer one or more of owsitess services and financial products rather tityato provide them directly for their
customers or members. Our alliance partners haterltoally interfaced with Newtek through their ufeour patented, proprietary
NewTrackel® referral and tracking system which enables complatesparency in the referral process. In 2013¢eveinued our major
emphasis on placing resources behind the develdpohenr coordinated marketing and media progracused on our branding strategy,
featuringThe Small Business Authoriiyebsite, all intended to present the Company teihall, independent business audience as the
authoritative presence in the small- and mediuraestzusiness space across many areas of operations.

During 2013 we also took the initial steps to caht@ a business development company (“BDC”) whickuld be regulated by the Securities
and Exchange Commission as a “regulated investommpany” and this conversion would be undertakeroimjunction with a public
offering of the Company’s stock. This conversioratBDC has yet to receive final approval by the @any’s board of directors and will not
be completed without approval by the Company’saialders to be considered in a special meetingylieoccur in mid-2014. There are
numerous issues or considerations which could dassthe board of directors from proceeding with Béd@version or make completion
impossible.



In general, BDCs make investments in private atlyhiraded public companies in the form of longatedebt or equity capital, with the goal
of generating current income and/or capital growtha BDC, we intend to expand our small busingemting platform by making debt and
equity investments directly, as well as through finaincing subsidiaries. Because we will be intdyrmaanaged by our executive officers,
under the supervision of our Board of Directorg] aill not depend on a third party investment adgisve will not pay investment advisory
fees and all of our income will be available to pay operating costs and to make distributionsutostockholders. Upon effectuating the

BDC Election, certain of our
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historical operating subsidiaries will be treatschan-consolidated portfolio companies. The reverthat these companies generate, after
deducting operational expenses and taxes, mayshébdied to us in the form of dividend or intergstome in connection with our equity or
debt investments in such entities. As a BDC, oart@f directors will determine quarterly the fe@lue of our controlled portfolio compan
in a similar manner as our other investments. Wiedgthat transitioning to a BDC will provide ustivaccess to lower-cost capital and
enable us to expand our lending activities. As &Be will seek to generate both current income @pital appreciation primarily through
loans originated by our small business financeqiat and our equity investments in certain pordfalompanies that we control.

As a BDC, and the related tax status as a reguiatedtment company under provisions of applicameaw, we generally will not have to
pay corporate-level federal income taxes on aninargl income or capital gains that we distribut®to stockholders. To obtain and maintain
this tax treatment, we must meet specified soufdaemme and asset diversification requirementsaiattibute annually at least 90% of our
ordinary income and realized net short-term capisdths in excess of realized net long-term capitedes, if any.

History

Newtek is a corporation formed under the laws ovN@rk that serves as a holding company for sewghallly- and majority-owned
subsidiaries. We were founded in 1998 to provida ded equity financing to small- and medium-sibedinesses. We have since developed
our branded line of business and financial prodantsservices for the small- and medium-sized lessimarket. At December 31, 2013, we
had 6 principal subsidiaries, and 30 other minatticdled entities, most of which are direct provilef financial and business services.

Initially, Newtek was the sponsor of a total of d@tified capital companies, which we call Capeasy reduced to 11. We have not created
any new Capcos since 2005, although we continngalcee investments in and loans to small businessesdh our existing Capcos and meet
the goals of the Capco programs. We are now coratérg our efforts on becoming “The Small Busindsshority” by creating a distributio
channel for business and financial services pravimeour subsidiaries, affiliates or marketing pars for the small- and medium-sized
business market supported by a coordinated dinatipnal advertising campaign. At present, we daeipg approximately 300 sixty second
commercials on television each month.

Business Strategy
Key elements of our strategy to grow our businesss i

. Continue to focus our business model to serve thwh- and mediun-sized business markeWe are focused on developing and
marketing business and financial products and sesvaimed at the small- and medium-sized businasisatnand on developing a
recognized brand for independent business ownenstaBget market represents a very significant ei@ilace in the United States ba
on non-farm private gross domestic product (“GDR®Ycording to statistics published by the U.S. SBakiness Administration (the
“SBA”"), approximately 51% of the GDP in the UnitS&tates comes from small businesses and approxir88es of businesses in the
United States which have one or more employeéstéitthis market segment. Our business model getdhat market to view us as
“The Small Business Authority” and come to dependis as their source for business and financigises as well as the business
information they need. We intend to continue teelage the Newtek and The Small Business Authorfybrands, as well as other
trademarked name brands, (The Cloud Authority, Bhsiness Authority, The Health Insurance Authoritiie IT Authority) as a one-
stof-shop provider for the sm- and medium sized business mar!

. Continue to implement a strategy of acquiring custers and processing their business at low cWe seek to acquire customers at a
low cost through a national strategy centered arafliance partners, internet marketing, coordidatearketing, social media and our
NewTracker technology. Our FinTech approach to arggubusiness clients is a key to our successvambtielieve is a more cc
effective acquiring strategy than one used by ndustry peers. Our alliance partners use our petapsi NewTracker referral system to
refer customers to us for sales and customer trgckind processing. NewTracker distributes the raffés our appropriate business
segment or segments for fulfillment while keeping alliance partners up to date on the customedgness in real time with detailed
documentation. We use the same proprietary syssemuagateway for direct sales through our websitesour BizExec program. In
addition, during 2013 we placed significant resesrinto direct media advertising under the banheuoThe Small Business Authority
mark. This ties together significant national meshkaosure through television and radio advertisitegign

2
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and production of our “Small Business Index"™ a&B“Market Sentiment Surveys” ™ reflecting our pajliand assessment of
business conditions for sm- and mediur-sized businesses, the active use of social mediketirag, and website (www.thesba.col

. Continue to develop our ste-of-the-art technology to process business applications &indncial transactions We continue to update
our proprietary systems to take advantage of tdolgizal advances that provide state of the art ro&iments in client service and
process controls which lead to lower costs. Dugi2 we completed the development of the Newtekafithge ™, our Internet (or
cloud) based operating platform, which has a paientling, to integrate customer reports for athaf business services in a simple,
straightforward mobile application accessible by llusiness in real time and at any time. The ctiwenking modules are payroll,
payment processing and web traffic statistics. kend to add insurance, lending and digital finahe@ports, and digital tax similar to
Intuit’s offering through Quickbook

. Continue our focus on the Internet and The Small Bmess Authority markOur major goal continues to be to fodhe Small
Business Authoritbranding strategy and to establish thesba.comeasrifine destination spot for small business. Feataf thesba.col
that have impact on small business owners incl

. Free monthly newsletters designed and writtenrfdependent, small business owr

. The Small Business Authority Index

. The Small Business Authority Market Sentiment Syt

. Regular news reports and updates about the ecofmrtiye small business own

. Informative and engaging SB authority informationialeos

. Pertinent information on acquiring products andisess for independent business owners to prc

. Continue to fulfill our obligations under the currat Capco programsOur emphasis is on continuing our exemplary regwat
compliance program in order to complete succegstoé investment cycles for all Capcos. At Decen8igr2013, we reached the final
minimum investment requirements in all Capco proggan which we participated. We believe this ensiihat 100% of the tax credits
related to the programs are beyond risk of recaptaraddition, as of that date, all of the casynpents required to be made to the
investors have been made. As the Capcos reachet68m investment we will seek to decertify thenCagpcos, liquidate their
remaining assets and thereby reduce our operatiosts, particularly the legal and accounting cassociated with compliance. Foul
our original Capcos have reached this stage aaddition, a fifth Capco we manage reached 100%sinvent in early 201«

. We are adding to our strategy an increased emphasi®utbound telemarketing and data mininhe business we do with small and
medium-sized businesses has enabled us to devsigpificant and growing database of customersvemdre adding key staff and
devoting resources to cre-selling opportunities this presents so we can agviie full potential of our business moc

Principal Business Segments
Overview

The Company’s principal business segments, whiclopegate in a coordinated manner in order to pehigsiness and financial services to
the small- and medium-sized business market, are:

Small Business FinanceThis segment is comprised of Newtek Small Busiirésance, Inc. (‘NSBF")a nationally licensed, SBA lender tl
originates, sells and services loans to qualifgmgll businesses, which are partially guaranteeth®BBA, and CDS Business Services, Inc.
d/b/a Newtek Business Credit (“NBC”), which provideceivable financing, revolving lines of creditlailling management services. An
additional subsidiary, Small Business Lending, ,leagages in loan servicing for non-SBA loans.

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

Managed Technology SolutionsOffers shared and dedicated web hosting, datage@ad backup services, cloud computing plans and
related services to the small- and medium-sizethbas market.



Table of Contents

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, direct&etiag, provides technology oversight and guidacoeydinates
and integrates activities of the segments, corgnaith alliance partners, acquires customer oppdiés and owns our proprietary
NewTracker referral system. This segment incluégsmue and expenses not allocated to other segnresitgling interest income, Cap
management fee income and corporate operationsisgpe

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

Financial information for each segment can be fonndanagement’s Discussion and Analysis of RexaflSperations and Financial
Condition, Segment Results and Note 24-Segmentiegdo the Consolidated Financial Statementswel

Small Business Financt

We originate SBA loans and offer accounts rece®diblancing and other lending products essentiasiizall- and medium-sized businesses.
In addition, we provide small business loan semgand consulting to the Federal Deposit Insur&umgoration (“FDIC”) and to numerous
other financial institutions.

Newtek Small Business Finance, Ir“NSBF") specializes in originating, servicing argllsg small business loans guaranteed by the SBA
for the purpose of acquiring commercial real estat@chinery, equipment and inventory and to refoeatiebt and fund franchises, working
capital and business acquisitions. NSBF is oneddBRA licensed Small Business Lending Corporatibas, along with licensed financial
institutions, provide loans nationwide under théef@l Section 7(a) loan program (“SBA 7(a) loanbI'sBF has received preferred lender
program (PLP) status, a designation whereby the 8@Aorizes the most experienced SBA lenders e A guarantees on loans without
seeking prior SBA review and approval. Being aoveal lender, PLP status allows NSBF to serve ietd in an expedited manner since it is
not required to present applications to the SBAcfmrcurrent review and approval. In December 2@tfndard & Poor’s (“S&P”) Ratings
Services added NSBF to their Select Servicer Ligtlvhas been helpful to the Company in obtainisidjtéonal outside servicing contracts.

We originate loans ranging from $50,000 to $5,000,® both startup and existing businesses, whsehtlue funds for a wide range of
business needs including:

. opening, expanding or acquiring a business or frimec $50,000 to $5,000,0C
. financing working capital
. SBA term loans: at least $50,0
. Purchase equipment: $25,000 to $5,000
. purchasing ownr~occupied commercial real estate and leasehold wepnents: up to $5,000,000; a

. refinancing existing nc-rea-estate business debt: $25,000 to $5,000,

As of December 31, 2013, we service over $1 billiohusiness loans for ourselves and others inuglever 1,600 customers
. have created successfully created and financedStaundard & Poo-rated securitization

. secured a $75,000,000 commitment from Goldman SBahk USA to finance and warehouse SBA 7(a) loand

. exceeded our public guidance and funded in exded%7%,000,000 in SBA 7(a) loans for the ye

Late in 2009, we were selected by the FDIC asdidractor to manage and service portfolios of SB&) Toans acquired by the FDIC from
failed financial institutions. In addition, we astsihe FDIC in the packaging of these loans foz.9@ur existing servicing facilities and
personnel perform these activities supplementecbioyract workers as needed. The size of the partied service for the FDIC varies and
depends on the level of bank failures and the neette FDIC in managing portfolios acquired fromo$e banks. As of December 31, 2013,
we were servicing approximately $500,000,000 im#oander this and all other third party contraictsddition to the other approximately
$500,000,000 originated loans we service as of@eir27, 2014.
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Loan Securitizations Beginning in December 2010 NSBF has developed @egroto structure loan securitization transactaabling it to
move the unguaranteed portions of loans it origin@tto securitization trusts and to sell debt g8es issued by these trusts. The securities
sold were rated AA or A by S&P. In all, in transaot in 2010, 2012 and 2013, NSBF has sold apprabdin $76,243,000 in unguaranteed
loan portions in four transactions. NSBF typicaliyains the unguaranteed portions of the loanggimates and incurs related warehouse
financing costs. With the sales, NSBF was abledate significant liquidity which was used to paywh the warehouse line and to fund new
loans. The success of these securitization satesruraged us to believe that we will be abltdinue this process successfully as lon
market and other conditions permit.

NSBF has in addition historically relied on bankafincing to provide the revolving financing to supipts lending activities. Currently Capit
One, N.A. provides a $27 million line for financi®BA guaranteed loans and NSBF has entered intm-dimding letter of intent with
Goldman Sachs Bank for a replacement line of &t 1835 million for this purpose. The Goldman Sdates documentation is awaiting SBA
approval.

We also offer accounts receivable financing andagament services through CDS Business Servicesjina Newtek Business Credit
(“NBC"). Through this service, small- and mediwgized businesses can obtain $10,000 to $2,000 @0&@nth through the sale of their tri
receivables or through a revolving line of credilateralized by receivable accounts. NBC alsorsffeack office receivables services for
small businesses, such as billing and cash calexti

Another subsidiary, Small Business Lending, Inas Huring 2013 become the focus of the Companjostefto expand loan servicing in non-
SBA areas.

In addition, we offer merchant cash advance sesvic®ur small business customers, under which ma@ts obtain cash by selling future
credit card receivables at a discount. Under trogiiam, the merchant receives the purchase amgfnuin and agrees to have a set
percentage of the credit card sales deducted fioadaily deposits and remitted back until the pasghamount is repaid; in most cases we
process the payment streams. We offer these semita fee basis as an agent for third party pessidnd are not taking on credit risk in
connection with these services.

Electronic Payment Processin

Newtek Merchant SolutionNMS”) markets credit and debit card processiny®es, check approval services and ancillary prsicgs
equipment and software to merchants who accepit@adis, debit cards, checks and other non-cashsfof payment. New merchants are
acquired through several sales channels. Our pyifoaus is on developing new merchant sales leadsrasult of internal sales efforts and
our direct marketing underThe Small Business Authorityprand. NMS has targeted the marketing of itsyaofservices under agreements
with alliance partners, which are principally firgad institutions, including banks, credit unionwaother related businesses that are able to
refer potential customers to NMS through Newtek&wNracker referral system. In addition, we entér egreements with independent sales
agents throughout the country. These referringroegdions and associations are typically paid agmmage of the processing revenue derived
from the respective merchants that they succeggkfiér to us. In 2013, we processed merchantacions with a sales volume exceeding
$4.6 billion, up over $400 million from the preve®year, including merchant portfolios operated byather subsidiaries which are serviced
by NMS. Our customer base and the related salesnsprocessed by us has grown significantly dueich year of operations since 2002
through a combination of organic growth in custosrees well as selective merchant portfolio acquis&i Our merchant base has grown from
approximately 1,200 merchants at the end of 20@pproximately 14,200 merchants at the end of 2Dl3anuary 2013, we made signific
changes in the management of this segment, addiod &rille, with over 20 years of experience inga scale payment processing acquis
businesses, including as the President of FirsbNalt Bank of Omaha, Merchant Services, COO andité&ales at Vital Processing and
COO of Retriever Merchant Services. Mr. Turille laéso served on several VISA and MasterCard coreesttin 2013 we also added Tho
Harkins as a Senior Vice President and Chief Ciaautit Risk Officer, who has over 30 years experiémd¢be industry, including over 20
years at MasterCard International, focused primanil security and risk manageme

We maintain two main customer service and salepatipffices in Milwaukee, Wisconsin and Browns®jllTexas with additional specialists
located in Phoenix, Arizona and New York. Our parsg at these locations assist merchants withalriitstallation of equipment and on-
going service, as well as any other special pracgsseeds that they may have.

Because we are not a bank, we are unable to b&bcengd directly access the Vi8and MasterCar@ bankcard associations and we must be
sponsored by a bank in order to process bankcanddctions. We are currently registered with \#isad MasterCar® through the
sponsorship of two banks that are members of treeassociations, Wells Fargo Bank, N.A. and, silesuary 2011 Redwood Merchant
Services, a division of WestAmerica Bank.

Our electronic payment processing businesses reuo ability to obtain data processing servicdgr€ are two aspects to the processing
initial authorization of a payment (referred totlas “front-end processing”) and the merchant cradd cardholder charge transaction (the
“back end processing”). In 2009, we signed agregseith Wells Fargo Bank to
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diversify our processing operations and with Hirata Corporation to reduce our costs. We contrétt several large-scale data processing
companies to provide the front-end and back-endgzsing (Chase Paymentech Solutions, LLC, Firsh Derchant Services Corporation
(multiple platforms), Total Systems Services, IfIiSYS), and National Processing Company (NPC)kelmaultiple platforms allow us to
compete more effectively, reduce our risk of redon any one source, and give us the option lifing different processors to match the
needs of particular merchants or situations. Asne@irchant base has grown, we believe that we hase &ble to achieve greater economies
of scale in terms of negotiating the cost strucfargroviding such settlement services.

We continue to work with an affiliate, Secure Gaagvervices, LLC, which has the software and expeg to provide a processing gateway
facility for our payment processing business. Tas resulted in increased integration of custoragment processing data with our Newtek
Advantage software platform providing a mobile aggtion allowing the customer to monitor chargegessing activity in real time.

As a result of our exposure to liability for meroh&aud, chargdsacks and other losses inherent in the mercham@alyprocessing busine
we have developed practices and policies whichmgitéo assess and reduce these risks. Activitieghinh we engage in order to mitigate
such risks are:

. underwriting the initial application of a mesuit to identify unusual risks, structuring the tielaship in a manner consistent with
acceptable risks and, where possible, obtainingrsomal or parent corporation guarantee from theinaat;

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

. requiring high-risk merchants to agree to tsialelishment of cash reserves to protect us agaiesthant failures to pay for charge-
backs and other fees, and making adjustments §e tfeserves as merchant experience indicates; liggdowe have limited exposure to
such higl-risk merchants

Our development and growth are focused on sellingservices to internally generated referrals, imant referrals identified for us by our
alliance partners, and, with additional emphasisesiJanuary 2013, by our independent sales repatises, at which time we added a tear
professionals experienced in the development anthgement of large scale independent sales forcesar@/still different than most
electronic payment processing companies who actjugie clients primarily through independent agekite believe that our business model
provides us with a competitive advantage by enghlsto acquire new electronic payment processiaghants at a lower cost level for
third-party commissions than the industry aver&y. business model allows us to own the customermredisas the stream of residual
payments, as opposed to models which rely moreilgeavindependent sales agents. Also during 20&3lavoted resources to the design
and testing of systems to allow us to offer to im@rchant customers state of the art technologyeiatimg the expected future requirements of
the card associations for the implementation of&hmpay, MasterCard, Visa (“EMV”) smart card teclogy. This is a global standard for
interactive, integrated circuit cards and relatethipof sale terminals that will use cards imbeddgtth computer readable chips. We believe
that this standard, which has been adopted in raeegs outside the United States will be implemeh&rd and we are positioning Newtek
Merchant Services to be leader or authority in fieisl. In doing this we have the benefit of ouiilefted technology companies who are able
to provide the technological expertise neededHisr pproject.

Managed Technology Solutior

Through our subsidiary, CrystalTech Web Hosting, bitb/a/ Newtek Technology Service§'NTS"), we provide website hosting, dedicated
server hosting, cloud hosting, web design and dgweént, internet marketing, ecommerce, data staagddackup, and other related serv
to more than 124,000 customer accounts in 105 desnt

NTS provides a full suite of outsourced IT infrastiure services, including shared server hostiadiahted server hosting, and cloud se
(virtual) instances under the Newtek TechnologwiBes® , Newtek Web Service®, Newtek Web Hosting, and CrystalTe&brands, for
which it receives recurring monthly fees, as weslbgher fees such as set-up fees, consultingdeesain name registration fees, among
others. Ninety percent of all fees are paid in adesby credit card.

NTS has recognized the continuing decline in Miofbbeing utilized in the design of web sites alné market shift to Linux, Nginx and
proliferation of Word Press sites being built omsdicrosoft based platforms. This decline has cdwsearked downward trend in the
historical site count of NTS hosted sites. NTS tesponded by launching Linux Apache and Linux Ngita¢forms within its environment
and created associated control panels, servicedsiugpd billing to participate more fully in 100%tbe market as compared to the present
33% of the new web design growth represented byddaft. All platforms are available within NTS’sdid and non-cloud environment and
are fully managed offerings as compared to
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our competitors. In addition, Newtek has creatpdaprietary platform and filed an associated patenNewtek Advantage which leverages
NTS's underlying technologies to deliver real timeoirrhation and actionable business intelligencestexisting and new customer base.

NTS has launched a complete line of cloud baseihéss and eCommerce packages, Cloud Spaces,amétre the decision process-
business owners and accommodate designers andpergethat wish to build sites in both Microsoftidninux environments. NTS’s Cloud
offerings provide for a consumption-based hostiragleh that allows customers to pay only for the veses they need, which not only saves
them money compared to traditional server hostigalso enables them to scale larger or smallefeomand.

NTS delivers services not just to customers seefkagging, but also to wholesalers, resellers artl deselopers by offering a range of to

for them to build, resell and deliver their web wori. NTS primarily uses the Microsoft Window&®12 R2 platform to power its technolo
Microsoft has described NTS as one of the largestitg services in the world providing Microsoft Wdbws hosting. NTS currently operates
a 5,000 square foot fortress-strength data centated in Scottsdale, Arizona, utilizing redundaetivorking, electrical and back-up systems,
affording customers what management believes t diate-of-the-art level of performance and seguNTS is PCI certified, Service
Organization Control 1 (“SOC 1") audited, and isreatly completing a SSAE 16 audit, all of whichanethat it meets the highest industry
standards for data security.

Throughout its operations as a Newtek company, seeenty percent of new NTS customers have coragesult of referrals without
material expenditures by the Company for markedingdvertising. Many of NTS’s competitors are vprice sensitive, offering minimal
services at cut-rate pricing. While being cost cetitive with most Linux- and Windows-based web hagservices, NTS has emphasized
higher quality uptime, service and support as aglinultiple control panel environments for the gesr and developer community.

NTS has diversified its product offerings to si- and medium-sized businesses under different lsraaibbunder Newtek Technology
Services, including Newtek Hosting, Newtek Web 8=rw, Newtek Data Stora@end Newtek Web Design and Developm&niNTS
focuses specifically on select markets such aauestts, financial institutions, medical practidasy firms, accountants, retail and technol
service providers for channel business and regelNiTS has also launched a turnkey hosting setuviceeet financial institution needs for
dedicated servers, hosting and/or data storagbliegahese entities to comply with strict regulgtoequirements that demand very high
security protocols and practices be in place.

NTS differentiates itself from its larger cloud king competitiros, such as Amazon, Google and Miofp by offering what we believe the
competitors cannot and yet is the one element atedplcritical to small and medium-sized businesadi/e person, available 24/7/364 to
answer questions, address needs or problems ithase or hardware. We have continued to add taesmurces to ensure that our
customers have access to the high quality suplpeytrieed for the features, functions and servit#sedr internal IT operations.

All Other: Insurance and Payroll Processing Servie

We offer small business insurance products andcearthrough Newtek Insurance Agency, LLC (“NIAWRhich is licensed in 50 states.

We serve as a retail and wholesale agency spéoiliz the sale of personal, commercial and headtffits lines insurance products to
customers of all our affiliated companies as welbar alliance partners. We offer insurance prafroim multiple insurance carriers
providing a wide range of choice for our custombye. have formed a strategic alliance with Ameribgarnational Group, CTAA, Navy
Federal Credit Union, Credit Union National Assdicia, Pershing and others to provide agent sentwasall business clients. We are
continuing our efforts to implement programs witlieace partners to market commercial and persmsairance. In December 2012, NIA
working with another of our companies acquired afplio of insurance business from a major heattlednsurance agency based in the New
York City area. This has added approximately 34fugrhealth insurance policies that we are serviamgywill form the basis on which we
plan to grow this aspect of the insurance busin&gsexpect also that recent health care legislatitinncrease the demand for these services
among small and medium-sized businesses.

During 2013 we placed significant emphasis on dmial the business conducted by our majority-owaéfdiated company operating under
the trade name of “Newtek Payroll Services.” Thigastment was originally made in 2010, and enahle€ompany to offer an array of
industry standard and very competitively pricedrpiynanagement, payment and tax reporting sentizasnall- and medium-sized
businesses. Based in New York, Newtek Payroll $es/has built up its business during 2013 to apprately 465 customers in 38 states
with total payroll under management of approximafeb67 employees, of which approximately 11% wéeaitek employees, an increase in
customer count of 30% and employee count of 79% theeprevious year. These payroll services anegoeiarketed through all of our
available channels including the alliance partnpsshnd our direct marketing campaigns. During 2048 sole supplier of automated
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clearinghouse transfer services to the companyrexped major internal problems and ceased op@asatla response, Newtek Payroll
Services has diversified its principal supplierd arstituted more rigorous review of all relatioipghfor credit and reputational risk
management. In addition, Newtek Payroll Servicesgaaticipated in litigation with other former costers of the supplier in order to obtain
recovery of the funds lost due to the unauthoreettbns of the supplier and its bank.

Corporate Activities

Corporate implements business strategy, directketiag, provides technology oversight and guidacoceydinates and integrates activitie:
the segments, contracts with alliance partnergjieegicustomer opportunities and owns our propydteewTracker referral system and all
other intellectual property rights. This segmemiudes revenue and expenses not allocated to stlgenents, including interest income,
Capco management fee income and corporate opesaiqenses.

Certified Capital Companies

We have deemphasized our Capco business in fagyoefing our operating businesses and do not patieicreating any new Capcos. W|
observing all requirements of the Capco progrands i@nparticular, financing qualified businessestimg applicable state requirements as to
limitations on the proportion of ownership of gtielil businesses, we have been able to use thisnfyisdurce as a means to facilitate the
growth of our businesses, which are strategicaltyi$ed on providing goods and services to smalhbsses such as those in which our
Capcos invest. We continue to invest in and lenshtall businesses through our existing Capcos awt the goals of the Capco programs.

Marketing
Overview

We position ourselves as a provider of businesdiaadcial services to the small to medium busireezgor in the United States. Through
integrated marketing and sales of each serviceAimeontrol our customer’s experience in orderrtwigle high quality service to both our
marketing partners and potential customers. Wehrpatential customers through our multi-channelrapgph featuring direct, indirect and
direct outbound solicitation efforts.

Although we continue to utilize and grow our corarketing channel of strategic alliance partnershenee initiated a direct marketing
strategy to the small- and medium-sized businestomers through our new “go to market” brand, “Bmeall Business Authority.” Through
this brand we are establishing ourselves as tHesityt in each of the service lines we provide tlgio a coordinated radio and television
advertising campaign built around our new web presewww.thesba.comWe continue to market through our bilingual 2d&H center

which we believe is a valuable feature for mostlsasiness owners that need help during non-bssiheurs and on weekends. We use web
based applications as an in-house tool to helpmployees and associates to be efficient, smarpardiictive. Instead of using expensive,
six-figured salaried employees that a typical bankn insurance agency would use to market findpetalucts and business services to
small- and medium-sized business customers, wéegheology and dedicated loyal non-executive-sgidug-bonus employees. The addit

of the direct to market strategy through promotiéour new web site supports our goal to maintaistx and retain greater margin on each
transaction as well as providing our competentonde business service specialists the abilityaatera second and third product and service
opportunities.

We believe that our business service specialisaigroduct lines understand the needs of theldmainess owner. Each business service
specialists in the enterprise has recently comglete “Newtek University” which provides in depifaining and techniques in identifying
qualified opportunities across all of Newtek’s seevofferings. We conduct telephone interviews tardeted surveys with our customers
across all product lines to deepen our understgnafitheir needs. We have tailored our procedusesus small- and medium-sized business
customers do not have to fill out multiple handteritforms or type multiple data entry screens, whie believe is the most aggravating
factor facing our customers. We have modeled ock-odfice and business operations after custometeced operational models. We stress
our responsive customer service and we endeawxcil in addressing and resolving issues and prabthat our customers may face. We
are now providing our 24/7 customer service fumgim Spanish as well as English to service thevigrg Hispanic-owned and -operated
small business customer base in the United States.

We also market our services through referrals fommalliance partners such as AlG, Credit Unioniddet! Association, Iberia Bank,
Pershing, New York Community Bank, Morgan Stanleyit Barney, ENT Federal Credit Union, Randolph&k® Federal Credit Union al
Nassau Educators Federal Credit Union using oysrfgtary NewTracker referral system as well asdireferrals from our new we
presence, www.thesba.com. Additional referralsoltained from individual professionals in geographiarkets that have signed up to
provide referrals and earn commissions throughBiziExec and TechExec Programs. These individuadraditionally information
technology professionals, CPAs, independent inggran
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agents and sales and/or marketing professionaéddition, electronic payment processing servicesvaarketed through independent sales
representatives and web technology and ecommendeesare marketed through internet-based maeiid third-party resellers. A
common thread across all business lines relatasgoiring customers at low cost. We seek to buadiemarketing efforts through our brand,
our portal, our proprietary NewTracker technologyr new web presence aBe Small Business Authordpd one easy entry point of cont:

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

Direct: In September 2012, the Company launched a redesitpe corporate website, www.thesba.cofihe goal of the new site is to focus
on helping business owners succeed by providing thigh quality business services, testimonialse ciisdies and a daily blog. In addition,
the site delivers promotions to aid in acquiringris and creating higher levels of customer rafsriThe website is consistent with Newtek’s
national television campaign and bme messaging, positioning it as a national prewiof business services and financial productheéaror:
than 27 million small and independently owned apérated businesses across the United States.

Since September 2012 Newtek has used Ocean Madiad its media planner and buyer. Ocean Mediciazes in media planning and
buying for the delivery of effective television aadvertising strategies. It has created innovatieelia campaigns for several companies such
as_Priceline.comAngieslist.com anéHarmony.com Newtek commercials are aired on CNN, Fox Businesz News, Headline News,
MSNBC and the Outdoor channel.

To supplement our direct marketing efforts, we hd&eeloped two proprietary vehicles to enhanceviibility and credibility ofThe Small
Business Authoritand the related websiteesba.comThe Small Business Index was developed internaltyteademarked during 2011. It is
a monthly assessment of various factors indicatfdgusiness conditions in the small business mas8iate its introduction, it has received a
great deal of publicity and is now quoted in nunusroational publications. In addition, we alsoaduced in 2011 our internally developed
SB Market Sentiment Survewhich captures responses from our website visibartopics of significant importance to our snhaisiness
customers. This survey has also gained much natdtestion. We believe that both of these effads significantly to our marketing efforts
and further support our efforts to become the dop-shop for all small businesses.

A final addition to our direct marketing effortsasir effort to giveThe Small Business Authordysocial media presence. We have dedicated
staff familiar with the latest developments in sbenedia and we have been active in placing bltgles, videos and special promaotions on
numerous social media sites. We distribute thig tyfocontent multiple times daily and attempt tgage with customers and others on a
similar basis. Our staff follows numerous blog sitelated to our businesses and attempts to destir¢ materials and information that both
addresses small and medium sized business needist@ms$ts and identifies the ways in which The bBasiness Authority can address
many of those needs.

Indirect: Our alliance partners market one or more of ourises to their customer base or members, andaifligw Tracker to submit
referrals to Newtek from either their website aedtly by their staff. Through our BizExec and TEgkc Programs, we are recruiting
individual professionals such as insurance agéigiers and accountants, or website designersfiwa® developers, who utilize
NewTracker through a link to NewTracker from thaivn site or the establishment of a new web.

Direct Outbound: We combined all data assets into a seamless, estefpide, accessible master database in ordexcilithte cross
marketing, selling and servicing, real-time dataing and business intelligence. We have establiahdeticated team to use our master
database for cross marketing, selling and servicing

The Newtek Referral System

Our proprietary NewTrackéreferral system, on which a patent has been isslledys us to process new business utilizing a heted,
centralized processing point. In-bound referradsrfralliance partners, our website and other sowre$ransmitted to our businesses to
provide the service or services our customers readtrained representatives use these web-bagpdidajpns as a tool to acquire and
process data through telephonic interviews, elitmigathe need for face-ttace contact and the requirement that a custommaplete multiple
paper forms or data entry for multiple product $n€his approach is customer friendly, allows uprticess applications very efficiently and
allows us to store client information for furthegopessing and cross-selling efforts while offerivigat we believe to be the highest level of
customer service. It also assures our alliancenpegtfull transaction transparency. This systermfierour alliance partners to have a window
to our back office processing 24 hours a day, &a@dayeek, to see every communication and interabidween our sales and processing
representatives and their referred customers slillgreserving the privacy of customer or alliargartner sensitive data on the application.
NewTracker enables the processing and trackingrefces in a manner similar to the |
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code system used by overnight delivery servicesb@lieve that NewTracker is a key differentiatimgmponent of our business. It enables us
to scale our business services rapidly to meetiéneands of our customers. NewTracker enables bamed partners to offer our services
immediately, without having to invest in marketimgterials, sales and marketing personnel, traiticgnsing or office space. Because their
customers or members are driven by our technologyt processing centers, which can handle incdeasi@me of transactions without
having to add specialized staff or infrastructtinere is no need for additional investment by dlisrece partners. NewTracker additionally
provides direct interface to business owners/opesatccessing our new web site as they provide liafsirmation regarding their need so 1
our Business Service Specialists can immediatalyaed to inquiry for any of our service offeringbie Company is also beginning to exp
the possibility of marketing some aspect of theeptgd technology as it represents a unique capataili sales organizations as it not only
manages intake of business but enables real timageaent of client service functions.

Alliances

Each of the operating businesses benefit fromebeipt of significant numbers of customer referfedsn our alliance partners, pursuant to
agreements negotiated and structured by our holingpany management and staff. We are focuseding siategic business affiliations to
identify likely small- to medium-sized businesstausers and others to be serviced by our operatisgnbsses. We seek to ally Newtek with
companies and organizations that wish to offermrmaore of our principal business lines to thestomers or members. We provide one-stop
shopping for alliance partners that want to lauacbxpand their business services. For exampley m@dit unions are serving small
business owners with consumer lending applicatibascan use our alliance with Credit Union Natiohssociation and scores of small to
large credit unions and community banks to expaei bffering of services. We are also able to gteviabel any of our business services for
any alliance partner.

These alliance partners are able to provide grsatwice to their customers and members and darsteady flow of referral payments from
us. On the other hand, our operating companiesearsving significant numbers of referrals for gervices in the areas of small business
loans, insurance and electronic payment processidgare thus acquiring customers at a low cost. Tiagker, our proprietary, internally
developed referral system technology, facilitates transfer of information and also permits oustomer service representatives, their
supervisors and the referring alliance partnebserve the real-time processing of each refdrah) intake to completion. For example, an
alliance partner financial advisor who refers aklerage customer for electronic payment processig track our processing of their client
and know when decisions are made, what they arenwte referral fees are earned, as well as obsad/eversee the operational
performance of our customer service representatiMas process is analogous to the bar code systethhy overnight delivery services to
track the movement of a package, where criticat@ssing points are input and the customer is atdetess the company’s password-
protected web site and monitor the movement opekage from pick-up to delivery.

We have entered into agreements to provide oneooe trusiness services with numerous national agidial businesses or organizations
including, but not limited to:

. Morgan Stanley Smith Barne

. New York Community Banl

. Credit Union National Association (CUN/
. Microsoft

. American International Grou

. Pershing

. Members BtFederal Credit Unio

. Ent Federal Credit Unio

. IBERIABANK

. Bellco Credit Unior

. Wright Patt Credit Uniol

. SpaceCoast Credit Unic

. Nassau Educators Federal Credit Ur
. Randolph Brooks Federal Credit Uni
. Desert Schools Federal Credit Un|

. Brownsville (TX) Chamber of Commert

Intellectual Property



Newtek has developed software which is the coitsdiewTracker referral system and in Septembe62@d a patent application with tt
United States Patent and Trademark Office covedieg Tracker.
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NTS uses specialized software to conduct its bssinader a perpetual, roy«free license from its developer, the former owofer
CrystalTech, acquired at the time of our acquisitb the business.

We have several trademarks and service marksf atich are of material importance to us. The fafllog trademarks and service marks are
the subject of trademark registrations issued bylthited States Patent Trademark Office:
1. AT NEWTEK, WE DO IT BETTER

BIZEXEC

CRYSTALTECH

CRYSTALTECH WEB HOSTINC

CT & Design

NEWTEK

NEWTEK BIZEXEC

NEWTEK BUSINESS SERVICE!

NEWTEK BUSINESS SOLUTION

NEWTEK + NEWT LOGO

NEWTEK REFERRAL SYSTEN

NEWTEK TECHNOLOGY SERVICES

NEWTEK WEB SERVICES

NEWTRACKER

WEBCONTROLCENTEFR

NEWTEK BUSINESS CREDI

NEWTEK DATA STORAGE

NEWTEK WEB DESIGN AND DEVELOPMENT
NEWTEK WEB HOSTING

WE DO IT BETTER

A NEW WAY TO THINK ABOUT SMALL-BUSINESS IT
THE CLOUD AUTHORITY

THESBA.COM THE SMALL AUTHORITY POWERED BY NEWTEF
THE SMALL BUSINESS AUTHORITY

THE SMALL BUSINESS AUTHORITY HOUF
NEWTPAY PRO

NEWTPAY

NEWTEK BUSINESS SERVICES, INC. + NEWT LOG
THE CLOUD AUTHORITY + DESIGN

THE SMALL BUSINESS AUTHORITY HOUR + DESIG!
THESBA

THE SBAUTHORITY INDEX

THE SMALL BUSINESS AUTHORITY INDEX

THESBA INDEX

NEWTEK SITECENTER

NEWTEK PAYROLL

© © N o g A~ DN
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37. CONTINUOUS CYBER SECURITY SCANNINC
38. THE BUSINESS AUTHORITY

39. CLOUD AUTHORITY

40. INSURED CLOUD COMPUTING

41. THE PAYROLL AUTHORITY

42. THE ECOMMERCE AUTHORITY

43. THE MOBILE APPLICATION AUTHORITY

44, THE HEALTH INSURANCE AUTHORITY

45. THE IT AUTHORITY

46. NEWTEK ADVANTAGE

47. NEWTEK HOSTING

The following trademarks and service marks aresthigect of pending trademark applications filedwmite United States Patent and
Trademark Office:

1. NEWTEK INSURED CLOUD COMPUTINC

2. NEWTEK INSURED HOSTING
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NEWTEK INSURED MERCHANT PROCESSIN!
NEWTEK INSURED PAYROLL

THE PAYROLL AUTHORITY

THE SMALL BUSINESS TECHNOLOGY AUTHORITY
THE TECHNOLOGY AUTHORITY

NEWTEK INSURED ECOMMERCE

NEWTEK INSURED MERCHANT SERVICE!

10. NEWTEK EDGE

© © N o g M~ w

Government Regulation
Overview

Newtel's electronic payment processing, lending, insueaaad Capco operations are subject to regulatidederal, state and professional
governing bodies. In addition, our financial instibn customers, which include commercial banks @edit unions, operate in markets that
are subject to rigorous regulatory oversight argksuision. The compliance of our products and sesviwith these requirements depends
variety of factors including the particular funetadity, the interactive design and the charteiaarise of the financial institution. Our financ
services customers must independently assess sarthitee what is required of them under these reiguis and are responsible for ensuring
that our systems and the design of their websdagoem to their regulatory obligations. New lawsregulations are frequently adopted in
these areas that require constant compliance arld twrease our costs.

Certified Capital Companies

In return for the Capcos making investments inténgeted companies, the states provide tax cregiterally equal to funds invested in the
Capco by the insurance companies that provideuhesfto the Capcos. In order to maintain its statua Capco and to avoid recapture or
forfeiture of the tax credits, each Capco must memimber of specific investment requirements uidiclg a minimum investment schedule
of which have been met prior to required dateslbyfaour Capcos. As a result, we believe thereddasis for a loss of tax credits.

Each of the state Capco programs has a requirethesrds Capco, in order to maintain its certifiegtiss, must meet certain investment
requirements, both qualitative and quantitativepfhich the Companyg Capcos have met. These include limitations orintkial size of th
recipients of the Capco funds, including the nundfeheir employees, the location within the resjvecstate of the recipients and the
recipients’ commitment to remain therein for a sfsed period of time, the types of business condddty the recipients, and the terms of the
investments in the recipients.

The states of Louisiana, Colorado and Texas andt#tte of New York have added to their Capco progrimitations on the equity
investment Capcos can make in qualified busine3$ese programs or program changes seek to prealGadgco from owning all or a
majority of the voting equity of the invested biess. While Newtek has made profitable majooityred investments in the past, we have
made minority or passive investments in qualifiedibesses. Newtek’'s Capcos are in full complianitie all investment limitations, and
management foresees no significant difficulty imtimuing to remain in compliance.

When each of Newtek’s Capcos has invested in dgedlfusinesses an amount equal to 100% of itslimiértified capital, it is able to
decertify (terminate its status as a Capco) anldmger be subject to any state Capco regulatioenUmluntary decertification, the programs
in about half of the states require that a Capeweshny distributions to its equity holders witke 8tate sponsoring the Capco. For those states
that require a share of distributions, the shapegentages vary, but are generally from 10 to 3@%ally on distributions above a specified
internal rate of return for the equity owners af thapco. States not requiring distributions area$eand New York (Programs 1, 2 and 3). At
this time, Newtek does not believe that the shamgmiirements will have a material impact on thepany’s financial condition or
operations. Three of Newtek's Capcos have readieed@0% investment level and a fourth, our Wisaobsised Capco, met its statutory
requirements and voluntarily decertified and wasssguently dissolved. While the Company continoesgttempt to achieve full

(100%) investment in all of its Capcos, circumsemnof individual programs may make this unachiexalbland when such an event arises,
the Capco and the Company will evaluate alternatarel may seek to dissolve the Capco as permittéeruhe particular program. Such an
event would represent a failure of the Capco build/aot carry with it any financial consequence#hi® Company.

Employees

As of December 31, 2013, we and the companies iohalie hold a controlling interest had a total @93mployees, of which 314 were full-
time employees. We believe our labor relationsgm@d; none of our employees are covered by a ¢ivéebargaining agreement.
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Confidentiality Agreements

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

Revenues and Assets by Geographic Area

During the years ended December 31, 2013, 2012@nd, virtually all of our revenue was derived froostomers in the United States,
although we provide pre-paid web site hosting sewio customers in approximately 120 countries.

Available Information

We are subject to the informational requirementthefSecurities Exchange Commission and in accordasith those requirements file
reports, proxy statements and other informatiof wie Securities and Exchange Commission. You reagt and copy the reports, proxy
statements and other information that we file wlith Commission under the informational requiremefithe Securities Exchange Act at the
Commission’s Public Reference Room at 450 Fiftle@&tN.W., Washington, DC 20549. Please call 1-8BG-8339 for information about
the Commission’s Public Reference Room. The ConionisaEso maintains a web site that contains repprtsxy and information statements
and other information regarding registrants thatdiectronically with the Commission. The addresthe Commission’s web site is
http://www.sec.govOur principal offices are located at 212 West"®&reet, 24Floor, New York, NY, 10001 and our telephone numiber
(212) 356-9500. Our website may be directly acaksséttp://www.thesba.comVe make available through our website, free airgh, our
Annual Reports on Form 10-K, Quarterly Reports omi10-Q, Current Reports on Form 8-K and amendsnenthose reports filed or
furnished pursuant to Section 13(a) or 15(d) of3beurities Exchange Act of 1934, as amended,@s a®reasonably practicable after we
electronically file such material with, or furnigtto, the Commission. These documents may befttijraccessed at
http://investor.newtekbusinessservices.doformation contained on our website is not a péthis report.

Competition

We compete in a large number of markets for the shéervices to small- and medium-sized busine&sh of our principal operating
companies competes not only against suppliers ipdtticular state or region of the country buba@gainst suppliers operating on a national
or even a multhational scale. None of the markets in which ounganies compete are dominated by a small numbsgsropanies that cou
materially alter the terms of the competition.

Our Electronic payment processing segment compéthsntities including Heartland Payment SysteRisst National Bank of Omaha,
Jetpay Corporation (formerly Universal BusinessriRayt Solutions) and Paymentech, L.P. Our Web hpsigment competes with 1&1,
Hosting.com, Discount ASP, Maxum ASP, GoDaéldyyahoo!®, BlueHost®, iPowerWel® , Rackspace.com, Web.com, Endurance
International Group (EIGI) and Microsoft Live amoathers. Our Small Business Finance segment cospétie regional and national banks
and non-bank lenders. Int@is bundling electronic payment processing, webihgsind payroll services similar to ours in offggrthat
compete in the same small- to midsize-business ehark

In many cases, we believe the competitors of onrpgamies are not as able as we are to take advasftaganges in business practices due to
technological developments and, for those withrgdasize, are unable to offer the personalizedicethat many small business owners and
operators seem to want.

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

. Our compatible products such as our e-commaffeeings that we are able to bundle to increasessaeduce costs and reduce risks for
our customers and enable us to sell two, threfwrproducts at the same tin

. Our proprietary NewTracker referral system, ebhéllows us to process new business utilizing b-besed, centralized processing point
and provides back end scalabili

. Our focus on developing and marketing busirsesgices and financial products and services améle small- and medium-sized
business marke
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. Our scalability, which allows us to size our busiservices capabilities very quickly to meet cugioand market neec
. Our ability to offer personalized service and cotitppe rates;

. A strategy of multiple channel distribution, whiglves us maximum exposure in the marketpl:

. High quality customer service 24x7x365 across adlitiess lines, with a focus primarily on absolutstomer service

. Our telephonic interview process, as opposaddairing handwritten or data-typing processes¢civallows us to offer high levels of
customer service and satisfaction, particularlysforll business owners who do not get this seffwize our competitors; an

. Our NewTracker Portal, which allows our alliarmartners to offer a centralized access pointhieir small- to medium-sized business
clients as part of their larger strategic appraactmarketing and allows such partners to demorsthatt they are focused on providing a
suite of services to the small business markedditi@n to their core servici

ITEM 1 A.RISK FACTORS.

The following is a summary of the risk factors that believe are most relevant to our business. & hesfactors that, individually or in the
aggregate, we think could cause our actual resuliiffer significantly from anticipated or histoal resultsif any of the following risks
occur, our business, financial condition and reswlf operations could be materially and adverséigcied. In that case, the value of our
common shares could decline and stockholders nsaydth or part of their investmeritou should understand that it is not possible &t
or identify all such factors. Consequently, youddaot consider the following to be a completecdssion of all potential risks or
uncertainties. We undertake no obligation to piplipdate forwardeoking statements, whether as a result of newné&ion, future event:
or otherwise, unless required by law.

RISKS RELATING TO OUR BUSINESS GENERALLY

Our success depends on our ability to compete eftaely in the highly competitive and highly regulaied industries in which we
operate.

We face intense competition in providing web hagservices, processing electronic payments andéhatigg SBA loans, as well as in the
other industries in which we or our affiliated caanfes operate. Low barriers to entry often resuét steady stream of new competitors
entering certain of these businesses. Current arhidal competitors are or may be better estadtisbubstantially larger and have more
capital and other resources than we do. If we exjiraio additional geographical markets, we willdammpetition from others in those
markets as well. In addition, some of the industirewhich we operate are highly regulated and arenot assure you that we will continue to
be in full compliance with applicable laws, rulexlaegulations. Failure to maintain full compliarareéf new laws limit or eliminate some of
the benefits of our business lines, our finanamdition, results of operations and cash flows ddud materially adversely affected.

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

Our success depends, in significant part, on thprtary nature of our technology, including bp#ientable and non-patentable intellectual
property related to our NewTracker referral systéfe. have filed one patent application with the BdiStates Patent office but there can be
no assurance that such patent will be grantedh@@xtent that a competitor is able to reproducattoerwise capitalize on our technology, it
may be difficult, expensive or impossible for ustiiain necessary legal protection. In additiopdtent protection of intellectual property
rights, we consider elements of our product desigrisprocesses to be proprietary and confidemialrely upon employee, consultant and
vendor non-disclosure agreements and contractoglgions and a system of internal safeguards teptour proprietary information.
However, any of our registered or unregisteredladtial property rights may be challenged or eitptbby others in the industry, which
might harm our operating results. We have seveademarks and service marks which are of matenipbitance to us. Litigation, which
could result in substantial cost to and diversibow efforts, may be necessary to enforce ouretratks or to determine the enforceability,
scope and validity of the proprietary rights oferth Adverse determinations in any litigation deiference proceeding could subject us to
costs related to changing brand names and a lasstaiflished brand recognition.

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

Our success depends upon the ability of our affilacompanies and other companies in which we rteesttract and retain qualified
personnel and our ability to supplement those dtipiab with our senior management personnel. Cditipe for qualified employees is
intense. If our affiliated companies lose the smrsiof key personnel, or are unable to attract
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additional qualified personnel, the business, fai@ncondition, results of operations and cash fl@mfus or one or more of our affiliated
companies could be materially adversely affectecan take a significant period of time to idengfiyd hire personnel with the combinatior
skills and attributes required in carrying out strategy.

Our business relies heavily on the expertise ofsemior management. The loss of the services sétmalividuals could have a material
adverse effect on our financial condition, resafteperations and cash flows, and it is likely thatill be difficult to find adequate
replacements.

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

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

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

We have developed an electronic referral and psiwgsystem for the applications necessary fos#tes of each of our business lines other
than web site hosting. This system is critical tio ability to process such business with a low eostantage and to obtain referrals from our
alliance partners. In particular, the ability tewass the referral system and to track the progieaseferred customer is a major feature of the
perceived attractiveness of our system. If thismrel system should develop problems which we caaddress, it would have a material
negative impact on our business strategy. In amditur ability to provide business services insiegly depends on our capacity to store,
retrieve, process and manage significant amoundstaf. Interruption or loss of our information peesing capabilities through loss of stored
data, breakdown or malfunctioning of computer emqept and software systems, telecommunicationsréadu damage caused by acts of
nature or other disruption, could have a matedakase effect on our business, financial conditfesults of operations and cash flows.

RISKS RELATING TO OUR ELECTRONIC PAYMENT PROCESSING BUSINESS

NMS relies on a bank sponsor, which has substantidiscretion with respect to certain elements of oubusiness practices, in order to
process bankcard transactions. If the sponsorshiggiterminated, and we are not able to secure or trasfer the respective merchant
portfolio to a new bank sponsor or sponsors, the kainess, financial condition, results of operationand cash flows of electronic
payment processing business could be materially adrsely affected. If the sponsorship is terminatedind we are not able to secure or
transfer the merchant portfolios to new bank sponsis, we will not be able to conduct our electronic @gyment processing business. We
also rely on service providers who are critical tmur business.

Because we are not a bank, we are unable to bedcmgd directly access the Vi8and MasterCar@ bankcard associations. The Viand
MasterCard® operating regulations require us to be sponsoreailignk in order to process bankcard transactitiesare currently sponsored
by two banks. If the sponsorship is terminatedwadire unable to secure a bank sponsor for thehmetrportfolios, we will not be able to
process bankcard transactions for the affectedghog. Consequently, the loss of both of our sposisips would have a material adverse
effect on our business. Furthermore, our agreemightour sponsoring banks gives the sponsoring $ankstantial discretion in approving
certain elements of our business practices, inetudur solicitation, application and qualificatiprocedures for merchants, the terms of our
agreements with merchants, the processing feesvthaharge, our customer service levels and oupiiselependent sales organizations and
independent sales agents. We cannot guaranteeuthsponsoring banks’ actions under these agresmélhinot be detrimental to us.

Other service providers, some of whom are our caitopg, are necessary for the conduct of our bissin€he termination by our service
providers of these arrangements with us or thdirriato perform these services efficiently andeefively may adversely affect our
relationships with the merchants whose accountsemee and may cause those merchants to termiratetbcessing agreements with us.

If NMS or its processors or bank sponsors fail to dhere to the standards of the Vis® and MasterCard ® bankcard associations, our
registrations with these associations could be terimated and we could be required to stop providing pyment processing services for
Visa®and MasterCard ®.

Substantially all of the transactions NMS processeslve Visa® or MasterCar® . If we, our bank sponsors or our processors datiamply
with the applicable requirements of the Vsand MasterCar@ bankcard associations, Vi8ar
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MasterCard® could suspend or terminate our registration. Thaiteation of our registration or any changes iniga ® or MasterCar®
rules that would impair our registration could riqus to stop providing payment processing sesyiadich would have a material adverse
effect on our business.

On occasion, NMS experiences increases in interchgmand sponsorship fees. If we cannot pass along#e increases to our merchant
our profit margins will be reduced.

Our electronic payment processing subsidiary paigséhange fees or assessments to bankcard agstefar each transaction we process
using their credit, debit and gift cards. From titndime, the bankcard associations increase tieecimange fees that they charge processors
and the sponsoring banks, which generally passicim imcreases to us. From time to time, our spamgdranks increase their fees as well. If
we are not able to pass these fee increases alangrchants through corresponding increases iprmaoessing fees, our profit margins in t
line of business will be reduced.

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

Through our electronic payment processing subsidiae collect and store sensitive data about mestshend cardholders, and we maintain a
database of cardholder data relating to specHiasactions, including payment, card numbers ardhotater addresses, in order to process the
transactions and for fraud prevention and oth@riell processes. If anyone penetrates our netveadeisy or otherwise misappropriates
sensitive merchant or cardholder data, we coulsuiigect to liability or business interruption. Whike subject these systems to periodic
independent testing and review, we cannot guardhtgeur systems will not be penetrated in tharkitlf a breach of our system occurs, we
may be subject to liability, including claims fonauthorized purchases with misappropriated caaimdtion, impersonation or other similar
fraud claims. Similar risks exist with regard te ttorage and transmission of such data by ouepsucs. In the event of any such a breach,
we may also be subject to a class action lawsmtlSusinesses are less prepared for the comiglexif safeguarding cardholder data than
their larger counterparts. In the event of noncaéamgle by a customer of card industry rules, weafate fines from payment card networks.
There can be no assurance that we would be abéedver any such fines from such customer.

NMS is liable if our processing merchants refuse otannot reimburse charge-backs resolved in favor dheir customers.

If a billing dispute between a merchant and a cald#T is not ultimately resolved in favor of thencieant, the disputed transaction éharge!
back” to the merchant’s bank and credited to tlwoat of the cardholder. If we or our processingksaare unable to collect the charge-back
from the merchant’s account, or if the merchanise$ or is financially unable due to bankruptcgtber reasons to reimburse the merchant’s
bank for the charge-back, we bear the loss foatheunt of the refund paid to the cardholder’'s bamdist of our merchants deliver products
or services when purchased, so a contingent liglidir charge-backs is unlikely to arise, and a®dre issued on returned items. However,
some of our merchants do not provide services satiletime after a purchase, which increases trenpak for contingent liability and future
charge backs. We and the sponsoring bank can estinait merchants maintain cash reserves undemotiot to cover charge back liabilities
but such reserves may not be sufficient to covelittbility or may not even be available to ushe event of a bankruptcy or other legal
action.

NMS has potential liability for customer or merchart fraud.

Credit card fraud occurs when a merchant’s custarses a stolen card (or a stolen card number amdxrot-present transaction) to purchase
merchandise or services. In a traditional cardgmesansaction, if the merchant swipes the catkives authorization for the transaction
from the card issuing bank and verifies the sigreatun the back of the card against the paper resigjped by the customer, the card issuing
bank remains liable for any loss. In a frauduleartlenotpresent transaction, even if the merchant receiuésorization for the transaction,
merchant is liable for any loss arising from trenaction. Many of our business customers are smdltransact a substantial percentage of
their sales over the Internet or by telephone dat anders. Because their sales are card-not-présamgactions, these merchants are more
vulnerable to customer fraud than larger merchamd,we could experience charge-backs arising framholder fraud more frequently with
these merchants.

Merchant fraud occurs when a merchant, rather ghaustomer, knowingly uses a stolen or countectsitl or card number to record a false
sales transaction or intentionally fails to delittee merchandise or services sold in an otherwafid transaction. Anytime a merchant is
unable to satisfy a charge-back, we are responfiblhat charge-back unless we have requireddltatsh reserve be established. We cannot
assure that the systems and procedures we habdiststd to detect and reduce the impact of merctantl are or will be effective. Failure
effectively manage risk and prevent fraud couldéase our charge-back liability and adversely afbec results of operations.
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Our payment processing systems may fail due to famts beyond our control, which could interrupt our business or cause us to lose
business and likely increase our costs.

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

RISKS RELATING TO OUR BUSINESS OF WEBSITE HOSTING

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

The information technology business and its rel&éetinology involve a broad range of rapidly chaggechnologies. Our equipment and
technologies on which it is based may not remammetitive over time, and others may develop supéeichnologies that render our prodt
non-competitive without significant additional cegbiexpenditures. Some of our competitors are Bagritly larger and have substantially
greater market presence as well as greater finataidnical, operational, marketing and other veses and experience than we do. In the
event that such a competitor expends significaessand marketing resources in one or several rsnke may not be able to compete
successfully in such markets. We believe that cditiqe will continue to increase, placing downwamessure on prices. Such pressure could
adversely affect our gross margins if we are nt# &dbreduce our costs commensurate with such peibactions. There can be no assurances
that we will remain competitive.

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

Despite precautions taken by NTS against possdilieré of its systems, interruptions could restohi natural disasters, power loss, the
inability to acquire fuel for our backup generatdesecommunications failure, terrorist attacks aimdilar events. NTS also leases
telecommunications lines from local, regional aational carriers whose service may be interrupgbad. business, financial condition and
results of operations could be harmed by any daroagglure that interrupts or delays our operatiohhere can be no assurance that our
insurance will cover all of the losses or compen$stS for the possible loss of clients occurringmyiany period that NTS is unable to
provide service.

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

The NTS infrastructure is potentially vulnerableptoysical or electronic break-ins, viruses or samgroblems. If our security measures are
circumvented, it could jeopardize the security afifidential information stored on NTS’s systemssapipropriate proprietary information or
cause interruptions in NTS’s operations. We mayelogired to make significant additional investmeantd efforts to protect against or
remedy security breaches. Security breaches thalt ia access to confidential information couldnda@e our reputation and expose us to a
risk of loss or liability. The security serviceatiNTS offers in connection with customers’ netvgocknnot assure complete protection from
computer viruses, breaks and other disruptive problems. The occurreridkase problems may result in claims against N &soor liability

on our part. These claims, regardless of theimaite outcome, could result in costly litigation amdild harm our business and reputation and
impair NTS'’s ability to attract and retain custosier

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

NTS's managed technology business is built on techgicdd platforms relying on the Microsoft WindoWsroducts and other intellectual
property that NTS currently licenses. As a restiltie are unable to continue to have the benefthoge licensing arrangements or if the
products upon which NTS's platform is built becoatesolete, our business could be materially andradiyeaffected.

RISKS RELATING TO OUR SMALL BUSINESS FINANCE BUSINE SSES

We depend on outside financing.

Our SBA lending and receivables financing businesepend on outside financing to support their lnaking and acquisition of receivabl
Termination of the credit lines for any reason vablvdve a material adverse effect on our busineskiding but not limited to, the liquidation
of the guaranteed loan and receivables portfotiggaty down the lines. If funds from such sale wesafficient to completely pay down the
line of credit, the holding company and certaint®fsubsidiaries would be responsible for any sfadktin December 2010 and again in
December 2011 and 2013, the Company securitizedtep of its unguaranteed, retained loan portiohiss SBA 7(a) loans; the Company
anticipates using securitizations to ultimatelyddature loan creation, assuming the market fohsecuritizations continues to exist and
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future securitizations can be executed on an ecanbasis beneficial to the Company. Although a séization potentially provides a long
term funding source for the CompagysBA lender, it does not provide liquidity in thigort term for funding SBA loans. Because its reses
will be insufficient to maintain current SBA loaniginations, failure of our SBA lender to arrangkne to fund and warehouse the origina
of unguaranteed, retained loan portions would rmatgimpact our business. In addition, our recéies financing company depends on a
of credit which has been extended to mature inEpr2016. Loss of this line and our inability &place it would materially impact the
business.

We have specific risks associated with Small Busieg Administration (SBA) loans.

We have generally sold the guaranteed portion & BBns in the secondary market. Such sales haudted in our earning premiums and
creating a stream of servicing income. There candiassurance that we will be able to continueiating these loans, or that a secondary
market will exist for, or that we will continue tealize premiums upon the sale of the guarantegibps of the SBA 7(a) loans.

Since we sell the guaranteed portion of substdytiair entire SBA 7(a) loan portfolio, we incur dierisk on the non-guaranteed portion of
the SBA loans. We share pro rata with the SBA i toveries. In the event of default on an SBA|aaur pursuit of remedies against a
borrower is subject to SBA approval, and whereSB& establishes that its loss is attributable ticamcies in the manner in which the loan
application has been prepared and submitted, tiher8&y decline to honor its guarantee with respeciur SBA loans or it may seek the
recovery of damages from us. If we should expegesignificant problems with our underwriting of SB#ans, such failure to honor a
guarantee or the cost to correct the problems doaNg a material adverse effect on us. AlthougtBtBA has never declined to honor its
guarantees with respect to SBA loans made by eg siar acquisition of the lender in 2003, no asstgaan be given that the SBA would
attempt to do so in the future.

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

Although the program has been in existence siné8,lthere can be no assurance that the federatryoeat will maintain the SBA program,
or that it will continue to guarantee loans at eatrlevels. If we cannot continue making and sgliovernment-guaranteed loans, we will
generate fewer origination fees and our abilitgénerate gains on sale of loans will decrease. Braeito-time, the government agencies
that guarantee these loans reach their interngjdiad limits and cease to guarantee loans fortedstiame period. In addition, these agencies
may change their rules for loans. Also, Congresg atmpt legislation that would have the effect istdntinuing or changing the programs.
Non-governmental programs could replace governmergrpros for some borrowers, but the terms might eatdually acceptable. If these
changes occur, the volume of loans to small busiaad industrial borrowers of the types that noalifjufor government-guaranteed loans
could decline, as could the profitability of thégans.

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

If our level of non-performing assets in our SBAding and receivable financing businesses risharfuture, it could adversely affect our
revenue and earnings. Nperforming assets are primarily loans on which deers are not making their required payments aivables fol
which the customer has not made timely payment.-plnforming assets also include loans that hava bestructured to permit the borrower
to have smaller payments and real estate thatdes dcquired through foreclosure of unpaid loangh€ extent that our financial assets are
non-performing, we will have less cash availableléading and other activities.

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

Our business depends on the behavior of our custorimeaddition to our credit practices and proceduwe maintain a reserve for credit
losses on our SBA loans and accounts receivabtéfior which management has judged to be adecgiaén the loans we originate and
receivables we purchase. We periodically reviewreserve for adequacy considering current econoeomditions and trends, collateral
values, charge-off experience, levels of past daad and non-performing assets, and we adjusesarwe accordingly. However, because of
the poor current economic conditions caused byeahession, our reserves may prove inadequate, wbicld have a material adverse effect
on our financial condition and results of operagion

We could be adversely affected by weakness in thegidential housing and commercial real estate marke

Continued weakness in residential home and comaleral estate values could impair our ability alect on defaulted SBA loans as real
estate is pledged in many of our SBA loans asgfdtte collateral package.
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RISKS RELATING TO OUR INSURANCE AGENCY BUSINESS

We depend on third parties, particularly property and casualty insurance companies, to supply the pradts marketed by our agents.

Our contracts with property and casualty insurarwapanies typically provide that the contracts loanerminated by the supplier without
cause. Our inability to enter into satisfactoryaagements with these suppliers or the loss of ttedaonships for any reason would adver
affect the results of our new insurance businets,Aur inability to obtain these products at cetitjve prices could make it difficult for us
to compete with larger and better capitalized ptexs of such insurance services.

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

Our insurance agency business is subject to corapsére regulation in the various states in whichples to conduct business. Our success
will depend in part upon our ability to satisfy eeregulations and to obtain and maintain all megliicenses and permits. Our failure to
comply with any statutes and regulations could reaweaterial adverse effect on us. Furthermoreadioption of additional statutes and
regulations, changes in the interpretation andreafoent of current statutes and regulations oexpansion of our business into jurisdictions
that have adopted more stringent regulatory remergs than those in which we currently conductrmes could have a material adverse
effect on us.

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

Our insurance agency earns commissions on thesalsurance products. Commission rates and presiitan change based on the
prevailing economic and competitive factors th&etfinsurance underwriters. In addition, the iasuwe industry has been characterized by
periods of intense price competition due to exeessnderwriting capacity and periods of favoralienpium levels due to shortages of
capacity. We cannot predict the timing or extenfubdire changes in commission rates or premiunteeeffect any of these changes will
have on the operations of our insurance agency.

RISKS RELATING TO OUR PAYROLL PROCESSING BUSINESS

Unauthorized disclosure of employee data, whethehtough breach of our computer systems or otherwisesould expose us to liability
and business losses.

Through our payroll processing subsidiary, we @ilind store sensitive data about individuals rieoto process the transactions and for
other internal processes. If anyone penetratesetwork security or otherwise misappropriates smesindividual data, we could be subject
to liability or business interruption. While we $eitt these systems to periodic independent testiggreview, we cannot guarantee that our
systems will not be penetrated in the future.bf@ach of our system occurs, we may be subjeddity, including claims for impersonatic

or other similar fraud claims. In the event of @wgh a breach, we may also be subject to a cléis® dawsuit. Any significant violations of
data privacy could result in the loss of businétgation and regulatory investigations and peealthat could damage our reputation, and the
growth of our business could be adversely affected.

Our systems may be subject to disruptions that codladversely affect our business and reputation.

Our payroll business relies heavily on our payifiliancial, accounting and other data processistesys. If any of these systems fails to
operate properly or becomes disabled even fored period of time, we could suffer financial loasglisruption of our business, liability to
clients, regulatory intervention or damage to aputation. We have disaster recovery plans in glapeotect our businesses against natural
disasters, security breaches, military or terratdions, power or communication failures or simédgents. Despite our preparations, our
disaster recovery plans may not be successfuldngmting the loss of client data, service intefinns, and disruptions to our operations or
damage to our important facilities.

If we fail to adapt our technology to meet client eeds and preferences, the demand for our servicesayndiminish.

Our businesses operate in industries that are dubjeapid technological advances and changireptheeds and preferences. In order to
remain competitive and responsive to client demawdscontinually upgrade, enhance and expand astirex solutions and services. If we
fail to respond successfully to technology chalesighe demand for our services may diminish.
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Our payroll business could incur unreimbursed cost®r damages due to delays in processing inherent the banking system.

Our payroll processing business generally detersiine availability of customer (employer) fundsopttio making payments to employees or
taxing authorities, and such employer funds aregdly transferred in to our accounts prior to makpayments out. Due to the structure of
the banking system however, there are times whemaemake payroll or tax payments and not immebjiaeeeive the funds to do so from
the employer. There can be no assurance that tivegures we have in place to prevent these ocaasesr mitigate the damages will be
sufficient to prevent loss to our business.

RISKS RELATED TO OUR CAPCO BUSINESS

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

The tax credits associated with the Capco programdsprovided to our Capcos’ investors are to Hizeti by the investors over a period of
time, which is typically ten years. Much can chadgeng such a period and it is possible that anmare states may revise or eliminate the
tax credits. Any such revision or repeal could haveaterial adverse economic impact on our Capither directly or as a result of the
Capco’s insurer’s actions. Any such final statéascthat jeopardizes the tax credits could resuthe provider of our Capco insurance
assuming partial of full control of the particuldaapco in order to minimize its liability under tB&apco insurance policies issued to our
investors.

During 2002, a single legislator in Louisiana imweed such a proposed bill, on which no action taksn, and in Colorado in 2003 and 2004
bills to modify (not repeal) its Capco program wereoduced; the 2003 Colorado legislation was dtefe in a legislative committee. The
2004 Colorado legislation was adopted but implemgmniegulations made clear the application of tee nules only to investments made
after passage. There can be no assurance thatilwmtbe subject to further legislative or regolgtaction which might adversely impact «
Capco business, or that we will be able to sucaéigsthallenge any such action.

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

Despite the fact that we have met all applicableimiim requirements of the Capco programs in whiehstill participate, each Capco
remains subject to state regulation until it haggted 100 percent of its funds and otherwise neeakin full legal compliance. There can be
no assurance that we will continue to be able tealdA major regulatory violation, while not fatalour Capco business, would materially
increase the cost of operating the Capcos.

RISKS RELATING TO OUR COMMON SHARES
Our shares may be delisted.

If we do not continue to meet the requirementsctotinued listing on the NASDAQ Capital Market @armmon shares could be delisted.
One such requirement is maintaining a minimum bidepfor shares of $1.00. As compliance with theimum trading price for common
shares is beyond our control, there can be no assaithat the price will remain above $1.00 indidfip and, therefore, no assurance that the
threat of delisting can be avoided. In the eveat the common shares are delisted, there can heswwance that an active public market for
our shares can be sustained or that current trdemeds can be sustained or not diminished.

The application of the “penny stock”rules to our common shares if we are no longer listd on the NASDAQ Capital Market could limit
the trading and liquidity of the common shares, adersely affect the market price of our Common Shareand increase your
transaction costs to sell those shares.

If we are no longer listed on the NASDAQ Capitalikizt, as long as the trading price of our commanrehis below $5.00 per share, open-
market trading will be subject to the “penny stoclles, which impose additional sales practice ireguents on broker-dealers who sell
securities to persons other than established cestand accredited investors and otherwise haveftbet of limiting the trading activity of
the common shares, reducing the liquidity of arestinent in the common shares and increasing theatcéion costs for their sales and
purchases.
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Two of our stockholders, one a current and one a fmer executive officer, beneficially own approximaely 24% of our common shares
and are able to exercise significant influence ovehe outcome of most stockholder actions.

Although there is no agreement or understandingédxt them, because of their ownership of our shfessrs. Sloane and Rubin will be
able to have significant influence over actionaurgqgg stockholder approval, including the electafrdirectors, the adoption of amendments
to the certificate of incorporation, approval aick incentive plans and approval of major transactisuch as a merger or sale of assets. This
could delay or prevent a change in control of @ampany, deprive our stockholders of an opportuttitieceive a premium for their common
shares as part of a change in control and havegatine effect on the market price of our commorreta

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

Our board of directors has the authority, withdwg &ction or vote of our stockholders, to issu@aflart of the approximately 19,000,000
authorized but unissued shares of our common s@gakbusiness strategy relies upon investmentadnagquisitions of businesses using the
resources available to us, including our commomeshaVe have made acquisitions during each of ¢laesyfrom 2002 to 2005 involving the
issuance of our common shares and we expect to atikonal acquisitions in the future using oumeoon shares. Additionally, we
anticipate granting additional options or restidcstock awards to our employees and directorsariuture. We may also issue additional
securities, through public or private offeringspimler to raise capital to support our growth, uidéhg in connection with possible acquisitions
or in connection with purchases of minority intésds affiliated companies or Capcos. Future issaarof our common shares will dilute the
percentage of ownership interest of current stoldre and could decrease the per share book valug common shares. In addition, opt
holders may exercise their options at a time whemuld otherwise be able to obtain additional gocépital on more favorable terms.

Pursuant to our certificate of incorporation, ooafd of directors is authorized to issue, withariam or vote of our stockholders, up to
1,000,000 shares of “blank check” preferred shanegning that our board of directors may, in iscdition, cause the issuance of one or
more series of preferred shares and fix the desagrs preferences, powers and relative partiaigatbptional and other rights, qualifications,
limitations and restrictions thereof, including tfigidend rate, conversion rights, voting rightsjemption rights and liquidation preference,
and to fix the number of shares to be includechinsuch series. The preferred shares so issuedankysuperior to the common shares with
respect to the payment of dividends or amounts ligaidation, dissolution or winding-up, or botim &ddition, the shares of preferred stock
may have class or series voting rights.

The authorization and issuance of “blank check” préerred shares could have an anttakeover effect detrimental to the interests of ou
stockholders.

Our certificate of incorporation allows our boarfddirectors to issue preferred shares with righis preferences set by the board without
further stockholder approval. The issuance of tlibeak check” preferred shares could have an @kiover effect detrimental to the
interests of our stockholders. For example, inethent of a hostile takeover attempt, it may be iptesor management and the board to
impede the attempt by issuing the preferred shéteseby diluting or impairing the voting powertbe other outstanding common shares and
increasing the potential costs to acquire contfeiso Our board has the right to issue any neweshamcluding preferred shares, without first
offering them to the holders of common shareshag have no preemptive rights.

We know of no other publicly-held company that sponsors and operates Capcos amaterial part of its business. As such, there arep
our knowledge, no other companies against which imstors may compare our Capco business segment, dtgloperations, results of
operations and financial and accounting structures.

In the absence of any meaningful peer group corsgiasifor our Capco business, investors may ha¥@ieutl time understanding and
judging the strength of our business. This, in tanay have a depressing effect on the value ogbares

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

As permitted by New York law, our amended and testaertificate of incorporation limits the lialyliof our directors for monetary damages
for breach of a director’s fiduciary duty except fi@bility in certain instances. As a result oé#ie provisions and New York law, stockholders
have restrictions and limitations upon their rigtatsecover from directors for breaches of thetiehi In addition, our certificate of
incorporation provides that we must indemnify owecktors and officers to the fullest extent peredtby law.
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Failure to maintain effective internal controls ove financial reporting may lead investors and othergo lose confidence in our financial
data.

In evaluating the effectiveness of its internaltcols over financial reporting in connection witretpreparation of the Company’s Annual
Report on Form 10-K for the fiscal year ended Ddoen31, 2012, management concluded that there weserial weakness in internal
control over financial reporting related to accangtfor one bank account holding funds belongingustomers of our merchant processing
subsidiary. These material weaknesses made ittgeser a former senior manager to utilize fundsghiis account to conceal knowledge of
growing merchant processing chargeback losses amgngup of merchants solicited by one of the Camgjsaagents. Following discovery,
this resulted in the need for the restatement@fbmpany’s financial statements for the year emstember 31, 2011, together with
financial statements for the quarters ended Matct?312, June 30, 2012 and September 30, 201petfieds over which these losses
occurred.

The Company has remediated these material wealsasdehas, among other things, replaced the managmonsible, strengthened its
internal control team by hiring a very seasonece€CRisk Officer, augmented its finance team anditmpdemented and modified certain
accounting and internal control procedures. If@oenpany fails to otherwise maintain effective cotgmover financial reporting in the future,
it could again result in a material misstatemenitofinancial statements that might not be presdmir detected on a timely basis and which
could then cause investors and others to losed®mdie in the Company’s financial statements, whidhrn could have a negative effect on
the value of the Company’s equity securities.

ITEM 1B. UNRESOLVED STAFF COMMENTS.
Not applicable
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ITEM 2. PROPERTIES.

We conduct our principal business activities irlftees leased from unrelated parties at marketga©ur headquarters are located in New
York, New York. Our operating subsidiaries havepgemies which are material to the conduct of theisiness as noted below. In addition,
Capcos maintain offices in each of the states irthvthey operate.

Below is a list of our leased offices and spacefddecember 31, 2013 which are material to the aohdf our business:

Location Lease expiratior Purpose Approx. sq. ft

8521 E. Princess Drive Managed technology solutions di

Phoenix, AZ 8525! U 2100 center O
Lease of principal executive offic

212 West 3% Street o

New York, NY 10001 Oct 2014 (Corporattlae?]((:jtilxg;es and SBA 5,70(

7920 Belt Line Road ] ]
Electronic payment processing 1

Suite: 1150 Dec 2014 offices 3,60(
Richardson, TX 7525
1904 West Parkside Lane Managed technology solutions
Suite 201 Feb 2015 9 it 9y 10,90(
Phoenix, AZ 8502
4 Park Plaza Newtek Small Business Financ
Irvine, CA 92614 Feb 2015 offices 3,30
1440 Broadway Sublet - former principal
New York, New York 1001! Oct 2015 executive office: 23,000
301 Mexico Street customer Senviss and Sios o
Suite H3-A Jun 2017 i P 17,50(
Brownsville, TX 78520 (All Other segment
6737 W. Washington St. . .
Suite 2275 Nov 2017 Electronic paé:c?ceenst processing WI 10,91(
West Allis, WI 53214

Newtek Small Business Financ
60 Hempstead Avenue Newtek Business Credit Offices
West Hempstead, NY 11552 AT 200 (Lending segment) and NY Capt el

offices

We believe that our leased facilities are adeqtmaiseet our current needs and that additionalifeslare available to meet our development
and expansion needs in existing and projectedttangekets.

ITEM 3. LEGAL PROCEEDINGS.

In the ordinary course of business, the Company fircay time to time be party to lawsuits and claifise Company evaluates such matters
on a case by case basis and its policy is to coviggrously 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 eounsel and has taken into
consideration the views of such counsel, as t@tlieome of the claims. In management’s opiniorglfaisposition of all such claims will not
have a material adverse effect on the results efatjpns, cash flows or financial position of then@pany.

ITEM 4. MINE SAFETY DISCLOSURES.
Not applicable
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PART II

ITEM5. MARKET FOR THE REGISTRANT 'S COMMON EQUITY AND RELATED SHAREHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES.

(a) Market Information: Our common stock is tradedthe NASDAQ Capital Market under the symbol “NEWHIigh and low prices for the
common stock over the previous two years are st below, based on the highest and lowest dadginf price during that period.

Period High Low
First Quarter: January 1, 2012 Through March 31220 $1.6C $1.1€
Second Quarter:; April 1, 2012 Through June 30, - $1.62 $1.14
Third Quarter: July 1, 2012 Through September 802 $2.0¢ $1.24
Fourth Quarter: October 1, 2012 Through Decembe312 $2.0¢E $1.7¢€
First Quarter: January 1, 2013 Through March 313 $2.1¢ $1.8C
Second Quarter: April 1, 2013 Through June 30, - $2.2C $2.02
Third Quarter: July 1, 2013 Through September 803 $3.04 $2.07
Fourth Quarter: October 1, 2013 Through DecembeRB13 $3.14 $2.5¢

Holders: As of March 17, 2014 there were approxétyat72 holders of record of our common stock.
Dividends: No dividends were declared or paid ia Z®012 or 2013.

Securities authorized for issuance under equitypsareation plans:

(©

€) Number of securities
Number of securities t¢ remaining available for
(b)
be issued upon exercis Weighted-average future issuance under
exercise price of equity compensation
of outstanding options outstanding options plans
(excluding securities
Plan Category warrants and rights warrants and rights reflected in column (a)
Equity compensation plans approved
security holder: 2,094,970 shar $ 1.45/shar 3,081,068 shar
Equity compensation plans not appro
by security holder None None None

(b) Not applicable
(c) Not applicable

ITEM 6. SELECTED FINANCIAL DATA.
Not applicable
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ITEM 7. MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FIN ANCIAL 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 consolidated finahstatements and the accompanying
notes.

The statements in this Annual Report may containdrd-looking statements relating to such matessanticipated future financial
performance, business prospects, legislative dpweénts and similar matters. The Private Securltidggation Reform Act of 1995 provides
a safe harbor for forward-looking statements. ld@rto comply with the terms of the safe harbornete that a variety of factors could
cause our actual results to differ materially froine anticipated results expressed in the forwaokiog statements such as intensified
competition and/or operating problems in its opargtbusiness projects and their impact on reverargsprofit margins or additional
factors as described und“Risk Factors” above.

We also need to point out that our Capcos operatieta different set of rules in each of the shsplictions and that these place varying
requirements on the structure of our investmemntsoime cases, particularly in Louisiana, we doawsttrol the equity or management of a
qualified business.

Executive Overview

For the year ended December 31, 2013, the Compaaoyded net income of $7,151,000 on revenues d3,$93,000. Net income improved
by $1,594,000, from net income of $5,557,000 in2Qqietax income was $11,069,000, a $1,630,000dwgmment over the $9,439,000 pre
income in 2012. Total revenues increased by $120063 or 9.5%, from $131,130,000 for the year erldedember 31, 2012 principally due
to increased revenues in the Small business finandeElectronic payment processing segments. €atsnses increased by $10,749,000 to
$131,319,000 for the year ended 2013 from $12008M0for 2012 primarily due to increases in eledtgrayment processing costs, other
general and administrative costs, and salariebandfits.

Contributing to the pretax income of $11,069,00Q01.3 were improvements in the Electronic paymeotgssing, Small business finance
and Capco segments, which were offset by a deciegwetax income for Managed technology solutiand increased pretax losses in the
Other and Corporate segments. The Electronic payprenessing segment gross margin decreased ndynimeh percentage basis, primarily
due to competitive pricing for our larger volumerofents. This decline was offset in part by anéase in margin due to a reduction in the
provision for chargebacks. The improvement in th@c segment pretax income resulted from reductioimterest expense and
management fees, which more than offset the dezieascome from tax credits recorded in the curpariod.

One of the primary contributors to Newtek’s congdprofitability was the Small business financensegt which generated pretax income of
$10,143,000 compared to $8,094,000 in 2012, am&ser of $2,049,000. The primary driver was premingome on sales of guaranteed loan
portions which increased by $7,089,000, or 57% tiveryear ago period. The number of loans solchdu2D13 increased to 167 with a
corresponding dollar volume of $131,733,000, frddb Ioans sold totaling $84,743,000 in dollar voluimethe year ago period. Total SBA
loans originated increased to $177,941,000 in 2@t8pared with $107,425,000 for 2012. The weightestage sales price for the guarant
portions of SBA loans sold increased slightly t@ BP% compared with 112.22% for 2013 and 2012 eesyely.

The Electronic payment processing segment recaadekB% increase in pretax net income, which gre$8t804,000 from $7,041,000
compared with the year ago period. Revenue incdelag&4,166,000 or 5% to $89,655,000 during 20X8mared to 2012. The increase was
related to growth in processing volumes and feecgmes passed on to merchants. Processing rewssygrbcessing costs remained
essentially stable, decreasing slightly from 15t69%5.5% in 2013. While margin was favorably imgacby the reduction in provision for
chargebacks in 2013 compared with the year agogetiis decrease was offset by the continued tietaver merchant pricing due to
competitive pressure.

Pretax net income for Managed technology solutdetweased from $4,254,000 to $3,564,000 for the greded December 31, 2013. While
segment revenue decreased by 3% due primarilyeduction in web hosting, we saw an increase irt@tat revenue related to web design,
and we saw continued growth in the number of custsmsing our cloud computing services as welhasimerease in the average revenue per
plan compared with the year ago period. It contsnioebe managemeatintent to increase revenue and margin per plaugin higher servic
offerings to customers which include cloud-basegliagtions.
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In March and December 2013, a Company subsidiased its third and fourth securitizations issuingadditional $20,909,000 and
$24,433,000, respectively, in notes with an “A'imgtunder S&P; see Securitzation Transactions mIPkem 7.

Also during 2013, Exponential of New York, LLC, ooEthe Company’s Capcos, made investments whiagnveggregated with prior
investments equal 100% of its certified capital@mithe provisions of the New York Certified Capi@mpany Act. Notice of reaching this
investment level was provided to New York State #iredCapco is pending examination by the Statendiren this investment level, at which
time it will cease to be regulated as a certifiedital company. Thereafter, the managers of thefaomwill determine the optimum strategy
for liquidation of the entity.
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Business Segment Results:

The results of the Company’s reportable businegsisats are discussed below.

Electronic Payment Processing

% Change

(In thousands):. 2013 2012 2011 2018 2012
Revenue

Electronic payment processi $89,65. $85,48! $82,47: 5% 4%

Interest incomi 4 6 11 (339%  (46%)

Total revenu 89,65¢ 85,48¢ 82,48¢ 5% 4%

Expenses

Electronic payment processing cc 75,76 72,18: 69,38t¢ 5% 4%

Salaries and benefi 3,48¢ 3,991 399% (13%) — %

Professional fee 45¢ 328 27C 42% 20%

Depreciation and amortizatic 35¢ 743 1,41¢  (52%) (48%)

Insurance expens related party 57 61 51 (7%) 20%

Other general and administrative cc 1,23 1,14 1,20¢ 7% (5)%
Total expense 81,35! 78,44¢ 76,32¢ 4% 3%
Income before income tax $830< $704] $6,15 18% _14%
2013

EPP revenue increased $4,168,000 or 5% betwees, yganarily due to growth in processing volumed #re effect of card association fee
increases passed through to merchants. Processinges were favorably impacted by a 1% increaskéraverage number of processing
merchants under contract between periods and asaise of approximately 6% in the average monthiggssing volume per merchant. The
increase in the average monthly processing voluenen@rchant is due in part to the addition of seMarger volume processing merchant
well as year-over-year growth in processing volufn@s existing merchants. This overall increasesvenue between years was partially
offset by lower average pricing between years dummpetitive pricing considerations, particulddy larger processing volume merchants
with lower revenue per transaction, between periods

Electronic payment processing (“EPP”) costs inaed&k3,578,000 or 5% between years. The increaSEkhcosts includes a provision for
charge-back losses of $579,000 and $1,832,00018 a6d 2012, respectively. The provision for chasgek losses in 2012 included losse
$1,312,000 related to a group of merchants a#itlatith one of its independent sales agents, wiiate unilaterally approved by a former
senior manager of the EPP division and such chiagk-losses resulted from violations of credit poby such senior manager. EPP revenue
less EPP costs, or “margidécreased from 15.6% in 2012 to 15.5% in 2013. Makgs favorably impacted by the reduction in psois fol
chargebacks between years by 1.5%. However, tlgdble impact on margin of the aforementioned facteere slightly more than offset by
lower average pricing between years due to bothpetitive pricing considerations, particularly farger volume merchants, and the mix of
merchant sales volumes realized between periodstalDythe increase in margin dollars was $590 j€tveen years.

Salaries and benefits decreased by $506,000 ohiE2¥een years principally as the result of a redndh staffing levels and a reduction in
accrued bonuses for the year. Average FTE's fotwieédve month period decreased from 67.5 to 61t@éen years. Professional fees
increased by $135,000 principally due to costsrirezlin assessing the loss related to and thersctibthe agent and the former senior
management of EPP related to the charge-back lassesiated with a group of merchants discussedeald®preciation and amortization
decreased $385,000 between periods as the reqrivibusly acquired customer merchant portfoliesdming fully amortized between
periods. Other costs increased $81,000 or 6% betyears. During 2012, office relocation costs gfragimately $50,000 were incurred.

Income before income taxes increased $1,263,088,804,000 in 2013 from $7,041,000 in 2012. Thedase in income before income ta
was principally due to the increase in margin G500 due to the reasons noted above and theadesra other costs, principally payroll
and related costs and depreciation and amortizatehbetween years.
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2012

EPP revenue increased $3,008,000 or 4% betwees.JRavenue increased due to a combination of growphocessing volumes, selective
fee increases, both card association and thirgrpadicessor cost increases passed through to nméscfother than debit card transactions)
and additions to services provided to our merchdhscessing volumes were favorably impacted bipnarease of 3% in the average number
of processing merchants under contract betweeongerin addition, growth in revenue between periadeeased due to an increase of
approximately 7% in the average monthly processoigme per merchant, due in part to the additioseseral larger volume processing
merchants as well as year-owezar growth in processing volumes from existingchants. The overall increase in revenue betweers yease
adversely impacted by approximately 6% due to ffexeof lower pass-through pricing on debit car@hsactions due to government
mandated limits on underlying interchange coststmh transactions, as well as the overall priaing of merchant sales volumes realized
between periods.

Electronic payment processing costs (“EPP costebeiased $2,795,000 or 4% between years. The seied&PP costs includes a provision
for charge-back losses of $1,271,000 and $244,0Q012 and 2011, respectively, related to a grdupeschants affiliated with one of its
independent sales agents. Subsequent to Deceml#0 13, significant cardholder transaction chargekls in excess of related cash reserves
held at one of the Company’s sponsor banks wemdrtothave occurred for the particular agent’s groumerchants. As a result of the
exhaustion of such related cash reserves andkiglédbod of additional charge-backs continuing @12 relating to such merchants,
management concluded that based on an analysesbppcessing activity of such merchants (whaarnger processing with the
Company) that an additional provision for chargekbasses was required as of December 31, 2018isasissed more fully in Note 26, this
loss was the result of violations of credit pollyya senior member of management in the EPP divigibe activities and decisions of this
manager lead to the $1,271,000 and $244,000 chmrgeprovision in 2012 and 2011, respectively cluargebacks incurred by a group of
merchants unilaterally approved by the senior manakhe overall increase in EPP costs between yemssalso affected by lower
interchange costs on debit card transactions. Bawgrin the fourth quarter of 2011, the EPP segrbegan experiencing lower EPP costs as
interchange costs on debit card transactions veehgced for interchange plus priced merchants, #sawethers. Processing revenues less
electronic payment processing costs (“margidegreased from 15.9% in 2011 to 15.6% in 2012.déoeease in margin due to the $1,271
provision for charge-backs was 1.5%. The negatiygaict on the margin percentage of the additionatg#back loss provision was partially
offset by the impact on revenues and EPP costsead¢bit card pricing and interchange cost chaatgesnoted above, net of higher residual
payments to sales agents which increased $2,888/0B8% between years, as well as changes in th@hmerchant sales volumes
processed. Overall, the decrease in margin doNass$213,000 between years.

Excluding electronic payment processing costs,rathsts decreased $676,000 or 10% between yegpsediation and amortization
decreased $676,000 between periods as the requrivibusly acquired portfolio intangible assetsdyring fully amortized between periods.
During 2012, office relocation costs of approxiniatb0,000 were incurred. Payroll related costsel@sed $4,000 as a decline in average
headcount of 2% between years was substantialbgblffy increased costs related to payroll taxesamioyee benefits. Professional fees
increased $53,000 due to several new consultirmgements entered into during 2012 which werearoffset by lower audit fees
between years.

Income before income taxes increased $884,000,81$000 in 2012 from $6,157,000 in 2011. The iasesin income before income taxes
was principally due to the decrease in depreciaimhamortization cost of $676,000 between yeatsnars partially offset by the decrease in
the margin (operating revenues less electronic paymrocessing costs) of $213,000 due to the reasoied above.
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Small Business Finance

% Change
(In thousands): 2013 2012 2011 2013 2012
Revenue

$19,45¢ $12,36° $12,46¢ 57% (1)%
2,76¢ 2,29¢ 1,63¢ 2C% 41%
3,79¢ 4,56¢ 1,46¢ 1M7% 211%
4,80z 3,37( 2,54¢ 42% 32%

Premium on loan sal¢

Servicing fee~ NSBF Portfolio
Servicing fee~ External Portfolic
Interest incomi

Management fee- related party — 292 58t  (100)% (50)%
Other income 3,28¢ 2,51¢ 2,32¢ 31% 8%
Total revenu 34,11: 25,40¢ 21,02¢ 34% 21%
Net change in fair value @
SBA loans transferred, subject to premium reco — — (3,36 — %  (100%
SBA loans held for sal 40z (169) 26E (340% (162)%
SBA loans held for investme (1,629 (857) (2,399 91% (64)%
Warrants — (113) — 0% (100%
Total net change in fair valt (1,226 (1,125 (5,499 9% 80%
Expenses
Salaries and benefi 7,64¢ 6,12¢ 4,68¢ 25% 31%
Interest 5,56¢ 3,83¢ 2,03( 45% 89%
Professional fee 1,011 70C 474 44% 48%
Depreciation and amortizatic 1,241 91¢ 892 35% 3%
1,322 80t 751 64% 7%

Provision for loan los
Insurance expen-related party 191 2C 855%  (100%

Other general and administrative cc 5,761 3,78t 2,56( 52% 48%
Total expense 22,74 16,18¢ 11,39: 4C% 42%

$10,14: $ 8,094 $ 4,13t 25% 96%

Income before income tax

Business Overview

The Small business finance segment is compris®tS&F which is a non-bank SBA lender that originasedls and services loans for its own
portfolio as well as portfolios of other instituti®, and NBC which provides accounts receivablenfiiry and billing services to businesses.
Revenue is derived primarily from premium incomeeyated by the sale of the guaranteed portion8#f I8ans, interest income on SBA
loans held for investment and held for sale, sergifee income on the guaranteed portions of SBé$osold, servicing income for loans
originated by other lenders for which NSBF is thevger, and financing and billing services, cléisdias other income above, provided by
NBC. Most SBA loans originated by NSBF charge dariest rate equal to the Prime rate plus an additipercentage amount; the inter

rate resets to the current Prime rate on a mowth@yuarterly basis, which will result in changedhie amount of interest accrued for that
month and going forward and a re-amortization lafeen’s payment amount until maturity.

Accounting Policy

On October 1, 2010, the Company elected to utilizefair value option for SBA 7(a) loans fundedasrafter that date. For these fair value
loans, premium on loan sales equals the cash premingd the value of the servicing asset paid by the

29



Table of Contents

purchaser in the secondary market, the discouatenleon the unguaranteed portion from the salelwfioienerly reduced premium income is
now included in the fair value line item, and, mt napitalizing various transaction expenses, #heries and benefits and loan processing
expense lines portray a value closer to the cashtomperate the lending business. The Compars/aisescounted cash flow model to
measure the fair value of performing loans heldrgestment. If a loan measured at fair value ssquently impaired, then the fair value of
the loan is measured based on the present vakxpetted future cash flows discounted at the baffective interest rate, or the fair value
the collateral if the loan is collateral dependdthie significant unobservable inputs used in tlirevi@ue measurement of the impaired loans
involve management’s judgment in the use of madkéh and third party estimates regarding collateahles. Such estimates are further
discounted by 20% - 80% to reflect the cost ofitigting the various assets under collateral. Aysegquent increases or decreases in any of
the inputs would result in a corresponding decreasecrease in the reserve for loan loss or faiug of SBA loans, depending on whethe
loan was originated prior or subsequent to Octab@010. Because the loans bear interest at ablariate, NSBF does not have to factor in
interest rate risk.

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

Small Business Finance Summary

For the Year ended
December 31,

2013 2012 2011
(In thousands). #Loans  $ Amount #Loans  $ Amount #Loans  $ Amount
Guaranteed loans sold/transferred during the pt 167 131,73 10t 84,74: 10z 73,87
Gross loans originated during the per 174 177,94: 104 107,42! 10z 97,12¢
Guaranteed loans that achieved sale status, cegita prior perioc — — — — 47 30,78:
Premium income recognized (1)! —  $ 19,45¢ — $ 12,367 $12,46¢
Average sale price as a percent of principal b&gay 112.3% 112.22% 110.5¢%

(1) Of the total premium recognized for the yeadexshDecember 31, 2011, $3,196,000 was from preljiauiginated loans that achieved
sale status as a result of the warranty periodriexp!
(2) The premium income recognized and average sales pilect that premiums greater than 110.00% imeisiplit 50/50 with the SB/

For the year ended December 31, 2013, the Compaognized $19,456,000 of premium income from 16ranteed loans sold aggregating
$131,733,000. During 2012, the Company recogniZej3%7,000 of premium income from 105 guaranteaddcsold totaling $84,743,000.
The increase in premium income for the year endecebBhber 31, 2013 is the result of an increased euofdoans sold as compared with
prior period. Sale prices on guaranteed loan salegaged 112.32% for the twelve months ended DeeeB1h 2013 compared with 112.22%
for the twelve months ended December 31, 2012.
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Servicing Portfolios and related Servicing fee iname

Year ended

December 31, % Change
(In thousands): 2013 2012 2011 2013 2012
Total NSBF originated servicing portfolio ( $ 488,80( $351,73t $286,11: 39% 23%
Third party servicing portfolit 561,36¢ 176,98t 136,97. 217% 29%
Aggregate servicing portfoli $1,050,16: $528,72: $423,08: 99% 25%
Total servicing income earned NSBF portfc $ 2,76¢ $ 229¢ $ 1,63¢ 20% 41%
Total servicing income earned external portf $ 3,79 $ 456/ $ 1,46¢ A7% 211%
Total servicing income earnt $ 6568 $ 686z $ 3,101 4% 121%

(1) Of this amount, the total average NSBF origgdgbortfolio earning servicing income was $314,886, $238,590,000, and
$192,126,000 for the years ended December 31, 2012 and 2011, respective

We are the contractor managing and servicing paofof SBA 7(a), USDA and other loans acquiredty FDIC from failed financial
institutions, and we assist the FDIC in the packggif these loans for sale. During November 2012 April 2013, the FDIC was successful
in selling a significant group of loans with ousetance, which resulted in a reduction in cursemvicing income from the FDIC, offset by
the addition of servicing income from other thirary financial institutions. Our existing servicifagilities 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. \Weinued to add third party loan servicing contsant2013, for both the FDIC and other tf
parties, which we expect will reverse the decline.

The $297,000 decline in total servicing income atisbutable primarily to the decrease in FDIC g&ng income of $1,278,000 as a resul
the sale of a portion of that portfolio, which waffset by an increase in other third party loarvieémg of $511,000. With the addition in
November 2013 of the Community South Bank portfalitich we service for the FDIC, as well as theithotal of other third party loa
servicing contracts in 2013, the average thirdypsetvicing portfolio increased from $195,670,000the twelve month period ended
December 31, 2012 to $232,410,000 for the samevénabnth period in 2013. Servicing fees receivetherNSBF portfolio increased by
$471,000 period over period and was attributabléoexpansion of the NSBF originated portfolisvnich we earn servicing income. The
portfolio increased from an average of $238,59000@he twelve month period ending December 31,220 an average of $314,486,000
the same twelve month period in 2013. This increeaethe direct result of increased loan originegim 2013.

Interest income increased by $1,432,000 for the geded December 31, 2013 as compared to the samoel n 2012 as a result of the
average outstanding performing portfolio of SBAredeld for investment increasing to $72,337,000f$48,512,000 for the years ended
December 31, 2013 and 2012, respectively.

Other income increased by $772,000 for the yeae@mrecember 31, 2013 as compared to the same per2@d2. The increase is primarily
attributable to NSBF which increased $616,000 meoieer period and included an increase of $333i0@dnsulting fee income from the
FDIC and an increase in packaging and other sexyiige income of $188,000. The remaining increas® attributable to loan recovery and
various loan-related fee income. Additionally, athreome at NBC increased by $160,000 due to améase in net investments on accounts
receivable, which increased from an average of0¥7000 in 2012 to an average of $8,688,000 in 2843vell as an increase in the merchant
cash advance program on which we earn commissiamuoe.

The change in fair value associated with SBA Idaeld for sale of $566,000 is related to the amafininsold 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
increased by $3,325,000 at December 31, 2013 cadpeth 2012, while there was a decrease of $10082in the amount of unsold
guaranteed loans at December 31, 2012 compareiilta 2
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The decrease in the change in fair value on SBAddeeld for investment of $778,000 is the resuthefincreased amount of unguaranteed
loans originated year over year, as well as a dsere the valuation adjustment applied to ourddald for investment portfolio. During
2013, we adopted a discounted cash flow methodalegyyiting in a decrease in the valuation adjustrapplied of 7.5% of total principal as
of December 31, 2012, to 6.01% of total principmlthe year ended December 31, 2013. Loans orggna&kld for investment aggregated
$42,773,000 compared to $24,076,000 for the yeatesceDecember 31, 2013 and 2012, respectively.

Salaries and benefits increased by $1,525,000 phntiue to the addition of staff in all departmgn€ombined headcount increased by 24%
from an average of 62 employees for the year ebdmgmber 31, 2012, to an average of 77 for the gneded December 31, 2013.

Interest expense increased by $1,732,000 for thegreded December 31, 2013 compared with the sentedgn 2012, due primarily to
$663,000 of interest expense associated with then8ufinancing transaction which closed in AprilZreflecting only 8 months of expense
for the period ending December 31, 2012 vs. twateaths expense for 2013. Interest expense for Stimahiides interest, payment in kind
interest, discount on the valuation of the wareard amortization of deferred financing costs. Aiddilly, NSBF experienced an increase in
interest expense of $638,000 in connection withctbsing of the 2013 securitization transactionsarch and December 2013, and an
additional $334,000 increase related to the Cafited line of credit which increased from an avemggstanding balance of $10,674,000 for
the year ended December 31, 2012 to $16,587,006dassame period in 2013. NBC experienced an isergainterest expense of $131,000
under the Sterling credit facility due to increabedrowings under the Sterling credit facility aseault of an increasing portfolio.

Professional fees for the year ended December®8 icreased by $311,000 when compared with thegrded December 31, 2012,
primarily due to the addition of temporary staffiogsts of $166,000, increased accounting fees 61800 and increased trustee fees of
$48,000. These increases were offset by a reduictitagal expense period over period of approxitye#87,000 and a reduction in employee
search fees of $16,000.

Loan loss reserves and Change in fair value, loameld for investment

Year ended

December 31: % Change
(In thousands): 2013 2012 2011 2012 2012
Total reserves and discount, beginning of $ 6,092 $ 5566 $ 3,844 9%  45%
Provision for loan losse 1,322 80t 751 64% 7%
Net change in fair value, loans held for investrn 1,62¢ 851 2,39 91% (64)%
Charge offs (net of recoverie (2,229 (1,130 (1,427 9% (21)%
Total reserves, end of ye $ 6,822 $ 6,09 $ 556¢€ 12% 9%
Gross portfolio balance, end of ye $97,23t  $64,60¢ $47,03( 5%  37%
Total impaired nonaccrual loans, end of y $ 7,65 $ 6,751 $ 6,76¢€ 1% — %

The combined provision for loan losses and net gban fair value increased from $1,656,000 forytear ended December 31, 2012 to
$2,951,000 for year ended December 31, 2013, maetase of $1,295,000 period over period. Thenalftce for loan loss together with the
cumulative fair value adjustments to SBA loans Hetdnvestment increased from $6,092,000 or 9.4% @ gross portfolio balance of
$64,609,000 at December 31, 2012 to $6,822,000086 of the gross portfolio balance of $97,235,00December 31, 2013. Of this,
$2,315,000 or 34.3% and $1,757,000 or 23.0% ohliogvance for loan losses and fair value discouss wllocated as specific reserve age
such impaired loans, for the 2012 and 2013 peri@dpectively. The year over year reduction in performing loans as a percentage of the
gross performing portfolio balance results fromraprovement in the overall economic climate. Tharyaver year reduction in the specific
reserve reflects both the relatively high levebwérall collateralization on the ngrerforming portfolio as well as the increase in poetion of
that portfolio making periodic payments pendingiretto performing status, reducing the need fquexiic reserve at this time.
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In determining the net change in fair value of laeld for investment for the year ended Decembe?@13, the Company used a discounted
cash flow model which incorporated a series of etgubfuture cash flows for the performing SBA 7A¢@an portfolio, and discounts those
cash flows at a market clearing yield of 5.38%. Kag assumptions used in the model are considaredservable inputs and include
anticipated prepayment speeds, cumulative defatdsy the cost of loan servicing, and Prime rapeetations. The Company used an
assumed prepayment speed of 10% based on currekgtraanditions and historical experience for than portfolio, against a prepayment
curve developed from NSBF historical experienceaigulate expected loan prepayments in a given yfaults are defined as any loan
placed on non-accrual status as of December 3B. 20 cumulative default rate, defined as thegrdrof loan balance that will enter final
liquidation in a given year, was estimated to b&28&nd was derived from NSBF historical experieffte2 mix of NSBF'’s loan portfolio
continues to shift from stattp businesses, to predominately originating totegsusinesses. Our historical default and lotssrdemonstra
that this particular segment (i.e. Existing Bus&)es our SBA loan portfolio continues to experiertbe lowest rate of defaults and ultimate
losses over our nine year history of originatingns. When computing the cumulative default rateet@applied to the performing portfolio
loan balances, the Company excluded the last tfeaes of originations as those loans have not seasget. The discounted cash flow
analysis resulted in a price equivalent of 93.99%he par amount on our loans held for investment.

Other general and administrative costs increasepiLt76,000 due primarily to the increase in lodgination, processing and servicing cc
in the amount of $607,000 as a result of the irs@éa loans originated and portfolios servicedadditional $360,000 in marketing costs
relating to the Compang'television ad campaign, an additional $324,00@m, utilities and office expense due to the toldiof office spac
and headcount and an increase of $122,000 in kExovery costs, which includes expenses and lossesiated with the sale of foreclosed
properties and collateral preservation costs, agpeoed with the same period in 2012. $472,000 webwable to additional reserves
recorded at NBC to account for two customers. Hs¢ of the increase was attributable to other rissueous expenses.

The increase of loan originations and interestegatied by the addition to and the reduction in perferming loans in the SBF portfolio, wi
sufficient to offset additional staffing costs,argst and other general and administrative expeiibesresulting pretax income of $10,143,!
was a 25% improvement over pretax income of $8@for the year ended December 31, 2012.

2012

Revenue is derived primarily from premium incomeeyated by the sale of the guaranteed and ungeadpbrtions of SBA loans.
Additionally, the Company derives revenue from liegt income on SBA loans held for investment arld for sale, servicing fee income on
the guaranteed portions of SBA loans previouslg,segrvicing income for loans originated by otlerders for which NSBF is the servicer,
and financing and billing services, classified #soincome above, provided by NBC. Most SBA loariginated by NSBF charge an interest
rate equal to the Prime rate plus an additionaigréage amount; the interest rate resets to therduUPrime rate on a monthly or quarterly
basis, which will result in changes to the amoudrinterest accrued for that month and going forwand a re-amortization of a loan’s
payment amount until maturity.

The implementation of Financial Accounting StandaBdard (“FASB”) Accounting Standards Codificati@ASC") Topic 860 “Transfers
and Servicing,” which became effective JanuaryOl,(2 delayed the recognition of premium incomesfies of the guaranteed portions of
SBA loans. In 2010 and prior, SBA Form 086 requijiEsipart of the transferor’s representations amdamties, that the transferor repay any
premium received from the transferee if either$BaA 7(a) loan borrower prepays the loan within @9slof the transfer settlement date or
fails to make one of its first three loan paymaeaiter the settlement date in a timely fashion dwhtproceeds to default within 275 days o
settlement date. Under ASC Topic 860, such recqueseludes sale treatment of the transferred gtegdrportions during this warranty
period; rather NSBF was required to account fa &3 a financing arrangement with the transferadél the warranty period expired such
transferred loans were classified as “SBA loanssfierred, subject to premium recourse” with a matghiability “Liability on SBA loans
transferred, subject to premium recourse.” In Jan@811, the SBA issued a notice stating that Fb&®6 would be revised to remove all
reference to a warranty period for loans sold engbcondary market. This change became effectiveugigy 7, 2011 and allowed the
Company to recognize premium income concurrent thighdate of transfer, as was done prior to JanLig2910.

In 2010, the Company elected the fair value optisrvaluing “Liability on SBA loans transferred,gect to premium recourse,” and also
elected to utilize the fair value option for SBAaY(oans funded on or after that date. As a rethdtCompany recorded changes in the fair
value for the guaranteed portions that were nosfeared at period end (“SBA loans held for sal@iyl for loans transferred in the secondary
market that did not achieve sale status under A§EcTB60 (“SBA loans transferred, subject to resellr. At the expiration of the warranty
period, the sale of the guaranteed portions ofth@asns as well as the corresponding gain was néoed into premium income, and the asset
and liability eliminated.
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On October 1, 2010, the Company elected to utilieefair value option for SBA 7(a) loans fundedaorafter that date. For loans funded o
after October 1, 2010, the income statement segmathé revenue and expense components mixed iraiyn on loan sales: premium on
loan sales equals the cash premium and servicseg paid by purchaser in the secondary marketiteaunt created on the unguaranteed
portion is included in the fair value line item daloy not capitalizing various transaction expertbessalary and benefit and loan processing
costs expense lines portray a value closer todkb cost to operate the lending business.

For the year ended December 31, 2012, the Comgamgnized $12,367,000 of premium income from 1@h$osold aggregating
$84,743,000. During 2011, the Company recognized&000 of premium income from 102 loans soldlitege$73,871,000 not subject to
the premium warranty, and 47 loans aggregatingZ83)000 previously subject to the premium warrahét achieved sale status during
2011. The decrease in premium income for the yede@ December 31, 2012 as compared with the peidoghwas due entirely to the
reversal of the fair value adjustment of $3,196,88€ociated with SBA loans transferred, subjeprémium recourse, which increased
premium income for the same amount for the yeaedi@ecember 31, 2011. Sale prices on guarantendstdas averaged 112.22% for the
twelve months ended December 31, 2012 comparedlditb6% for the twelve months ended December G112

The $3,763,000 improvement in total servicing ineomas attributable primarily to third party loamseing, which increased by $3,100,000
for the year ended December 31, 2012 comparecetpalrr ended December 31, 2011. The twelve momdtage third party servicing
portfolio increased from $96,398,000 to $200,730,f the 2011 and 2012 annual periods, respegtiteladdition, servicing fees received
from the SBA on repurchased loans increased by $084and the remaining increase of $512,000 wabuaitble to the expansion of the
NSBF portfolio, in which we earn servicing incomich increased from an average of $192,126,00€h®twelve month period end
December 31, 2011 to an average of $238,590,00M¢osame twelve month period in 2012. This ineeeas the direct result of increased
loan originations throughout 2011 and 2012.

Interest income increased by $825,000 for the gaded December 31, 2012 as compared to 2011. Adrsaise was attributable to an
additional $1,169,000 of interest income as a tadfithe average outstanding performing portfoliG8A loans held for investment
increasing to $48,512,000 from $29,649,000 foryiars ended December 31, 2012 and 2011, respgctResults for 2011 included
$344,000 in interest earned from SBA loans tramstersubject to recourse; all transferred loangeaeld sales status as of December 31,
2011.

Other income increased by $188,000 primarily dua $277,000 increase in revenues at NBC. Feesceameeceivable advances increased
by $118,000 which was attributable to an increagbe average of financed receivables from $4,987i0 2011, to $6,025,000 in 2012.
Annual fees, due diligence fees and under minimeres fncreased by an aggregate of $237,000 yeayeserwhile commissions, late fees
and billing service revenue, along with other milsceeous fees decreased by an aggregate of $78¢@d®ver year. Increases in other
income attributable to NBC was offset by an $86,@0uction in other income at NSBF attributablegoognizing fewer expense recoveries
and packaging fees.

The increase in the net change in fair value aasettiwith SBA loans transferred, subject to premiaoourse, is the direct result of all
previously transferred loans having achieved dalieis during 2011 as well as the SBA removing theranty provision allowing the
Company to recognize premium income on the dasalef During the year ended December 31, 2011rasudt of the expiration of the
premium warranty, all previously transferred loarese recognized as sales, thereby reducing thesgmonding fair value adjustment by
$3,366,000. The change in fair value associateld 88A loans held for sale is related to the totabant of loans converted from partially
funded to fully funded status during a given peribde decrease in the change in fair value on Si#s held for investment is a result of
reducing the upfront discount recognized on unguesd loans, from 11% to 9.5% during the first tgraof 2012 and further reduced to
7.5% at December 31, 2012. This reduction was ahited based upon internal quantitative data orpotifolio with respect to historical
default rates and future expected losses as wlleaimvestor price paid for the senior intereshuim unguaranteed loans with respect to our
two securitized transactions, adjusted for thevestttd servicing and interest income retained byrtrst over an estimated repayment term of
three years and further adjusted to reflect thienes¢d default rate on the senior notes basededefault rate on our loan portfolio, assurr
a worst case scenario of no recoveries. Duriny#ae ended December 31, 2012, loans originatedhaltfor investment aggregated
$24,076,000 resulting in a corresponding fair vahss of $851,000, representing an improvementlgg42,000 over 2011. In connection
with the Summit financing transaction which closedpril 2012, the Company recorded a fair valusslof $111,000 for the twelve months
ended December 31, 2012 to reflect the fair vafugasrants issued as part of the transaction. Taeamts have since been replaced to
remove the anti-dilutive provision which reflecteinagement’s and Sumnsitdriginal intent regarding the nature of the watsaand as su
will no longer be marked to market.
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Salaries and benefits increased by $1,435,000 phintie to increases in salaries, bonus accrsalvell as the addition of staff in the
originating, servicing and liquidation departmefaisboth internal and external loan portfolios. Goned headcount increased by 22% from
an average of 51 employees for the year ended Dmaredd, 2011, to an average of 62 for the yeareéibdember 31, 2012.

Interest expense increased by $1,806,000 for taegrded December 31, 2012 compared with the senedpn 2011, due primarily to
$1,422,000 of interest expense associated witlstimemit financing transaction which closed in A@@I12. While the Summit financing was
transacted with the parent company, these funds prewvided to and utilized by NSBF; as a resu#t,dbrresponding expense has been
recorded in the lending segment. The $1,422,000des interest, payment-in-kind interest, discamthe valuation of the warrant and
amortization of deferred financing costs. AddititjmwaNSBF experienced an increase in interest egpari $624,000 in connection with the
closing of the second securitization transactioB@étember 2011 and an additional $56,000 increzlated to the Capital One line of credit
which increased from an average outstanding balah$&,654,000 for the year ended December 31, 20%10,674,000 for the same period
in 2012. NBC experienced an increase in intergséese of $55,000 under the Sterling credit facditg to increased borrowings under the
Sterling credit facility as a result of an incremgportfolio. Other interest expense paid to tipagty increased by $20,000. These increases
were offset by a reduction of $344,000 attributdbléhe liability for SBA loans transferred, sulijéz premium recourse, which was reduced
to zero in 2011 and a decrease of interest expr$BC by $27,000 due to the write off of the remiag deferred financing cost under the
Wells Fargo line in 2011.

Professional fees for the year ended December®®, icreased by $226,000 when compared with thegreded December 31, 2011
primarily due to an increase in consulting fee®eisded with third party servicing, due diligenee$, search fees and fees associated with thi
trustee for the loan portfolio securitization.

The combined provision for loan loss and net chandair value decreased from $3,144,000 for tharynded December 31, 2011 to
$1,656,000 for year ended December 31, 2012, dawease of $1,488,000 period over period. Thevalhce for loan loss together with the
cumulative adjustment related to SBA loans heldrigestment increased from $5,566,000 or 11.8%efgross portfolio balance of
$47,030,000 at December 31, 2011 to $6,092,000466 ®f the gross portfolio balance of $64,609,00December 31, 2012. This decrease
in reserve percentage is a result of the decreatbeiupfront discount from 11% to 7.5% as wellrespositive performance of the

portfolio. Total impaired non-accrual loans deceshBom $6,766,000 or 14.4% of the total portf@tdecember 31, 2011 to $6,757,000 or
10.5% at December 31, 2012 with $2,417,000 or 35A#$2,189,000 or 32.4% of the allowance for lloases being allocated against such
impaired non-accrual loans, respectively. The ypea&r year reduction in non-performing loan percgateesults from an improvement in the
overall economic climate, as well as a shift in tinelerwriting and origination of loans from stag-type businesses to existing businesse:
business acquisitions. The year over year redudatitime specific reserve reflects both the reldgivegh level of overall collateralization on
the non-performing portfolio as well as the inceeasthe portion of that portfolio making periogiayments pending return to performing
status, reducing the need for a specific reserti@iatime.

Other general and administrative costs increasepiLt®25,000 due primarily to the increase in lodgioating, processing and servicing cc

in the amount of $397,000 as a result of the irs@éa loans originated and portfolios serviced amdhcrease of $490,000 in loan recovery
costs, which includes expenses and losses assbuidtethe sale of foreclosed properties and cetldtpreservation costs, as compared with
the same period in 2011. Additionally, marketingtsdancreased by $204,000 primarily in conjunctioth the launch of NEWTER The

Small Business Authoritya new marketing campaign initiated by the Compariay 2012.

The increase of loan originations and the sizénefptortfolio, combined with improvements in sali&img as well as servicing and interest,
generated by the addition to and enhanced perfarenainthe portfolio, and an increase in third paeyvicing, were sufficient to offset
additional salaries, servicing and origination exg®s. The resulting pretax income of $8,094,00@heryear ended December 31, 2012 was a
96% improvement over pretax income of $4,135,00@He year ended December 31, 2011.
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Managed Technology Solutions

% Change
(In thousands). 2013 2012 2011 2012 2012
Revenue
Web hosting and desic $17,57¢ $18,21: $19,18! (3%) (5%)
Interest incomi — — 1 — % (10(%)
Total revenu 17,57¢ 18,21: 19,18« (3%) (5%)
Expenses
Salaries and benefi 5,10z 5,21¢ 4,75k (2%) 10%
Interest 94 8C 104 18% (23%)
Professional fee 507 46¢ 692 9% (33%)
Depreciation and amortizatic 1,31¢ 1,21¢ 1,38i 8% (12%)
Insurance expens related party 14 17 4 (18%  32t%
Other general and administrative cc 6,97¢ 6,96°¢ 7408 — % (6%)
Total expense 14,01: 13,95 14347 — % (3%)
Income before income tax $ 3564/ $ 4,25/ § 4831 (16%) (12%)
2013

Revenue is derived primarily from recurring feemnirhosting websites, primarily from monthly contsafor shared hosting, dedicated ser
and cloud instances (the “plans”). In additionsl#san 4% of revenues are derived from contracedces to design web sites. Revenue
between years decreased 3% to $17,576,000 in 2@llBieluded an $856,000 reduction in web hostimgmee, which was partially offset by
a $221,000 increase in web design revenue. Whelatlerage number of web hosting plans decreaséd%yto 44,988 in 2013 from 50,720
in 2012, the average monthly revenue per plan asae by 9% to $32.56 in 2013 from $29.92 in 201 ificrease in the average revenue
per plan reflects a growth in cloud instances, laigtier cost plans overall which include additiooptions and services. The average number
of cloud instances increased by 6% to an averagé®fn 2013 from 634 during the year ago peridtke @ecrease in the average total plans
occurred in the dedicated and shared segments.

The average monthly number of dedicated servespta@013, which generate a higher monthly feeuseshared hosting plans, decreased by
19% in 2013 to an average of 1,206 from 1,485 ih?22@ he average monthly number of shared hostiagsph 2013 decreased by 5,488, or
11%, to an average of 43,113 from 48,601 in 20n@ktition from other web hosting providers as waslalternative website services
continues to have a negative effect on web hogtiag count and revenue growth.

It continues to be management’s intent to increagenues and margin per plan through higher cogicgeofferings to customers, although
this may result in a lower number of plans in plagerall. In addition, management has begun tetegs dependency on the Microsoft web
platform by broadening its platform capabilitiesriolude more open source web applications whicke Heecome increasingly more attractive
to web developers and resellers. Overall this colt the trend away from shared hosting sites basddicrosoft software to other more
competitive offerings.

Total expenses of $14,012,000 in 2013 increased $b3,957,000 in 2012. Salaries and benefits deetk®113,000 or 2% between years to
$5,103,000. Depreciation and amortization costeiased $102,000 between years to $1,316,000 dnergased capital expenditures in the
latter part of 2012 (including a capital lease gétion of $632,000 for a new company-wide telepheysem) and the timing of 2013 planned
capital expenditures. The increase of $42,000 afegsional fees was principally due to an incréaseeb design costs incurred, which
corresponds to the increase in web design revearetegen periods. Other general and administratigésdncreased $13,000 between years
as a result of increases in hardware maintenargtsgport costs of $176,000, principally due torégstructuring of previous contracts in
those areas, as well as an increase in bad debhsgy $114,000. These increases were offsetdrgales in rent and utility costs of
$176,000 in 2012, due to additional rent incurre@012 of $30,000 for a corporate apartment ang0®82higher base rent from the former
location as well as higher utility costs incurred2012. In addition, there was a decrease in teleplcosts of $84,000 due to a new corporate-
wide phone system implemented in 2013.

Income before income taxes decreased 16% or $6@@088,564,000 in 2013 from $4,254,000 in 2012 @lcrease in profitability is
principally due to a decline in web hosting revebeéveen years as increases in revenue per sigertedoffset an overall decline in revenue
due to site attrition.

36



Table of Contents

2012

Revenue is derived primarily from recurring feemirhosting websites, including monthly contractssioared hosting, dedicated servers and
cloud instances (the “plans”). In addition, lesartt2% of revenues are derived from contracted aes\o design web sites. Revenue between
years decreased $973,000, or 5%, to $18,211,0P018. The decrease in revenues included a dedreasd hosting revenue of $750,0

and web design revenues of $223,000 between yHaeglecrease in web hosting revenue is the rekaltiecrease in the average monthly
number of total plans by 5,631 or 10% between y&a#,720 plans in 2012 from 56,351 plans in 2@ltially offsetting the decrease in
web hosting revenue resulting from the declinelamp was an increase in the average monthly reveeuplan of 5% to $29.92 in 2012 from
$28.37 in 2011. The increase in the average revpauplan reflects a growth in cloud instances @rgtomers purchasing higher cost plans
including additional options and services. The agernumber of cloud instances increased by 26i &awverage of 634 from 367 in 2011
reflecting the Company’s introduction of a custorsealable cloud offering in 2011. The decreaséénaverage total plans occurred in the
shared and dedicated segments. The average monithlyer of dedicated server plans in 2012, whiclegas a higher monthly fee versus
shared hosting plans, decreased by 355 betwees, ygdar9%, to an average of 1,485 from an aver&deBd0 in 2011. The average monthly
number of shared hosting plans in 2012 decreaséga#?2, or 10%, to an average of 48,601 from 54jt£911. Competition from other w
hosting providers as well as alternative websitgises continues to have a negative effect on waitng plan count and revenue growth.

It continues to be management’s intent to increasenues and margin per plan through higher sepffegings to customers, although this
may result in a lower number of plans in place aitein addition, management has begun to lesseteipbendency on the Microsoft web
platform by broadening its platform capabilitiesriolude more open source web applications whiate lieecome increasingly more attractive
to web developers and resellers.

Total expenses of $13,957,000 in 2012 declined i@¥h $14,347,000 in 2011. Salaries and benefiteased $461,000 or 10% between y

to $5,216,000. The growth in salaries and benifigsincipally due to adding additional staffingdnstomer service areas and executive
management as well as wage rate increases betweeds Depreciation and amortization cost decit&4& 3,000 between years to
$1,214,000 due to reduced capital expendituresdant years as a result of lower replacement émstew equipment overall, more efficient
use of existing equipment within the data centessfmred and dedicated plans and the utilizatiarioafd architecture to more efficiently
provide services to customers. The decrease of,$2Q7n professional fees was primarily due to erei@se in web design development costs
as a result of a decrease in web design reventesdre years. In addition, professional fees alswedsed due to the timing of the incurrence
of security assurance services between years. Qémaral and administrative costs decreased $4d0)06% between years. Included in
other expenses in 2011 was an expense of $1902800ing from the resolution of a licensing dispigcluding the one-time settlement in
2011, other expense decreased $250,000 between yreaeases in domain costs of $50,000 and haedmaintenance and support of
$121,000, principally due to the restructuring mhpous contracts in those areas, were more thfapetddy a reduction in bad debt expense of
$184,000 due to lower revenues in 2012 and impraeddction efforts between years. In additionskeaxpense and utility costs decreased
by $237,000 between years due a new lease restribimgmoving to a new management office locatio20i2 and lower data center utility
costs.

Income before income taxes decreased 12% or $588084,254,000 in 2012 from $4,837,000 in 2011e @acrease in profitability is
principally due to a decline in web hosting revebeéveen years as increases in revenue per sigertedoffset an overall decline in revenue
due to site attrition and, additionally, such deelin revenue has only been partially offset byt ceductions (including the impact of a
$190,000 licensing settlement cost in 2011).
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All Other
% Change
(In thousands). 2013 2012 2011 2013 2012
Revenue
Insurance commissiot $1,737 $1,20¢ $1,07] 44% 12%
Insurance commissiol- related party 23t 152 127 54% 20%
Other income 51€ 41¢ 627 23% (33)%
Other income-related part 8C 82 — (2% 10C%
Interest incom: — 2 1C  (100% (80)%
Total revenu 2,56¢ 1,86( 1,83¢ 38% 1%
Expenses
Salaries and benefi 2,511 2,04( 1,881 23% 8%
Professional fee 621 258 181 145% 40%
Depreciation and amortizatic 203 36 8C 464% (55)%
Insurance expens related party 9 9 — — % 10(%
Other general and administrative cc 83( 56( 427 48% 31%
Total expense 4,174 2,89¢ 2,56¢ 44% 13%
Loss before income tax $(1,606 $(1,039) $ (739 (55% (41)%

The All other segment includes revenues and exggmamarily from Newtek Insurance Agency, LLC (“NIANewtek Payroll Services
(“PAY”) and qualified businesses that received stweents made through the Company’s Capcos whiamotdre aggregated with other
operating segments.

2013

Revenue increased by $708,000, attributable priyniaria $615,000 improvement in combined insurac@@mission revenue for the year
ended December 31, 2013 compared with the yeapagod. Insurance commissions increased as a i&sthié acquisition of a commercial
health insurance book of business, while the ireméa related party commissions was due to prenmigneases on the Newtek insurance
policies, as well as the shift to in-house managgrotthe Newtek health policies, formerly managgdan outside broker. The $97,000
increase over 2012 in other income is the resuti@igrowth in the number of PAY clients which ieased to 465 at December 31, 2013 from
262 at December 31, 2012.

Salaries and benefits increased by $471,000 tdl$2B0 for the year ended December 31, 2013, apaad to $2,040,000 in the year ago
period as a result of the addition of staff at Nd#d PAY, and Advanced Cyber Security Systems (“ACBHhe $368,000 increase in
professional fees is mainly due to broker commissior insurance sales related to the new healtk bbbusiness at NIA, as well as an
increase in legal expenses at PAY in connectioh witnatter related to a former ACH provider. Thadéase in other general and
administrative costs was related to additionalvgaife licensing expense, which increased by $1860@XCS and $83,000 at NIA to manage
the expanded health book of business.

2012

Total revenue increased by 1%, or $25,000 forwedvie months ended December 31, 2012 comparec tpeidr ago period. Total insurance
commissions increased by $159,000 during 2012 coedpaith 2011, due primarily to an increase in éoptaced insurance commissions, as
well as an increase in related party commissioenae. The $126,000 decrease in combined other mao2012 was due to a $337,000 gain
on an investment held by an equity method investdeh was sold in 2011. Partially offsetting thiscdease was a $225,000 improvement in
revenue by PAY, which increased the number of tdiérom 93 in 2011 to 262 in 2012. All related gatvenue, which represents insurance
commissions earned on policies sold by NIA and tdesged by PAY to Newtek and subsidiaries, araiphited upon consolidation.

Salaries and benefits increased by $159,000, dret general and administrative costs increasedlB8,800 during 2012 both of which were
due primarily to activities related to PAY. Averageadcount increased by 30% between years, anddtease in other expense related to
servicing the new clients added at PAY. The $72j008ase in professional fees was attributablae@er commissions for insurance
policies sold by NIA during 2012.
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Corporate activities

% Change
(In thousands). 2013 2012 2011 2013 2012
Revenue
Management fee- related party $ 89 $ 77€ $ 1,067 15% 27%
Interest incomi 2 4 21 (50)% (81)%
Other income 2 5 4 (60)% 25%
Total revenu 90C 78t 1,092 15% (28)%
Expenses
Salaries and benefi 5,77¢ 4,94: 5,69t 17% (13)%
Professional fee 1,30¢ 96¢ 1,19: 35% (19)%
Depreciation and amortizatic 161 11¢€ 162 36% (28)%
Lease restructuring charges (amortizati (297 (297) 99C — (2100%
Insurance expens related party 131 57 72 13(% (21)%
Other general and administrative cc 1,81: 2,50( 3,14¢ (271)% (30)%
Total expense 8,90 8,29¢ 11,26: 7% (26)%
Loss before income tax $(8,007) $(7,511) $(10,170 (D% _ 26%

The Corporate activities segment implements busieategy, directs marketing, provides technolmggrsight and guidance, coordinates
and integrates activities of the other segmentstraots with alliance partners, acquires custorpgodunities, 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 public accougtiexpenses, internal and external corporate legedreses, corporate officer salaries, sales
and marketing expense and rent for the principatetive offices.

2013

Revenue is derived primarily from management fegaed from the Capcos. These related party managdees increased by $120,000 to
$896,000 for the year ended December 31, 2013 $06n6,000 from the year ago period. Related partyagement fees, which are
eliminated upon consolidation, are expected toidedh the future as the Capcos mature and utilize cash. If a Capco does not have
current or projected cash sufficient to pay managgerfees, then such fees are not accrued.

Total expenses increased $606,000, or 7%, for¢he gnded December 31, 2013 compared with 201&ri€aknd benefits increased a total
of $836,000 due to the addition of new staff priitgan the sales, executive and the human resowtepartments. Professional fees increased
by $340,000 year over year due to additional saulit legal fees incurred in connection with theateshent of the 2011 and 2012 financial
statements, as well as additional costs assoaithdhe Company exploring various financing trartgms. The $43,000 increase in
depreciation and amortization was related to tipétalization of website development costs, andriasae expense — related party rose by
$74,000 as a result of increased premiums foreghewal of our corporate policies. These increasas wartially offset by a decrease in other
general and administrative costs that included4E00 reversal of an accrual for a contract displuat was settled during the year, as well
as reductions of $225,000 and $168,000 in IT expansl rent, respectively, as well as a decrea$&28,000 in other office related expen:

Loss before income taxes increased $491,000 famtblre months ended December 31, 2013 compartttprior year, primarily due to the
increases in salaries and benefits, professioealdad related party insurance expense.
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2012

Revenue is derived primarily from management fegaexl from the Capcos. Related party managemeneveaue declined 27% or
$291,000 to $776,000 for 2012 from $1,067,000 it 2 Related party management fees, which arereieil upon consolidation, will
continue to decline in the future as the Capcosiraand utilize their cash. If a Capco does noehlaurent or projected cash sufficient to
management fees, then such fees are not accrued.

Salaries and benefits decreased by 13% or $75200@0e year ended December 31, 2012 as compatbe farior year due to staff reductis

in accounting, finance and executive personnel. §i2#4,000 decline in professional fees during 26dpared with 2011 was primarily
related to a one-time payment in the prior yearcfusts related to securing a subtenant at the Bdd&dway location. In addition, legal fees
and accounting and audit fees also decreased ruthent year. Depreciation and amortization desgddy $45,000 year over year due to
fixed assets becoming fully depreciated over thelteymonth period. The decrease in other genethbdministrative costs of $649,000 is
primarily attributable to various one-time expensesirred in 2011 including a $236,000 bad debtgbaelated to an uncollectible loan, a
$250,000 accrual related to a contract dispute aanaiccrual for commercial rent taxes. In addittbe, Company continued to benefit through
cost savings in connection with the corporate effiglocation which occurred during the fourth geradf 2011, including a credit to rent
expense of approximately $291,000 from the redundtiche accrued lease loss for the year endedrbleee31, 2012. Other decreases in IT
costs, travel and office expenses were offset bipenease of $33,000 in advertising and marketikpgease, related to new national marketing
campaigns designed to increase awareness of thea@gnas NEWTEK The Small Business Authorityn sum, total expenses decreased
$2,966,000, or 26%, for the year ended Decembe2@I2 as compared to the prior year.
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Capco

As described in Note 3 to the consolidated findrst@tements, effective January 1, 2008, the Compdopted fair value accounting for its
financial assets and financial liabilities concuatreith its election of the fair value option farlsstantially all credits in lieu of cash, notes
payable in credits in lieu of cash and prepaidiiasce. These are the financial assets and ligsiléssociated with the Company’s Capco
notes that are reported within the Company’s Caegament. The tables below reflect the effects efthoption of fair value measurement on
the income and expense items (income from tax ts@dierest expense and insurance expense) rétated revalued financial assets and
liability for the years ended December 31, 2013,28nd 2011. In addition, the net change to thelved financial assets and liability for the
years ended December 31, 2013 and 2012 is repiarthd line“Net change in fair market value of Credits in ligiucash and Notes payable
in credits in lieu of cash” on the consolidatedestzents of income.

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

% Change
(In thousands):. 2013 2012 2011 2013 2012
Revenue
Income from tax credit $ 11z $ 52z $1,39%( (78)% (62)%
Interest incomi 29 40 42 (28)% (5)%
Dividend income- related party 49 — — 10C% —
Other income 22 121 65 (82)% 86%
Total revenut 215 68< 1,497 (69%  (54)%
Net change in fair value of: Credits in lieu of ls@nd Notes payable in credits in i
of cash 21 3 (131) 600%  (102)%
Expenses
Interest expens 174 567 1,28: (69)% (56)%
Management fee- related party 89¢ 1,06¢ 1,65:% (16)% (35)%
Professional fee 29¢€ 29z 43¢ 1% (33)%
Other general and administrative cc 152 15¢ 19C (4% 17%
Total expense 1,51¢ 2,08 3,56: 271)% (4%
Loss before income tax $(1,289) $(1,40) $(2,19) _(®)% _(36%
2013

Revenue is derived primarily from non-cash inconeenftax credits. The decrease in total revenuéh®year ended December 31, 2013
versus 2012 reflects the effect of the declininijd@mount of tax credits remaining in 2013. Thaoant of future income from tax credits
revenue will fluctuate with future interest ratewever, over future periods through 2016, the amhofitax credits and, therefore, the
income the Company will recognize, will decreasedm. Interest income decreased by $11,000 fomtbre months ended December 31,
2013 to $29,000 from $40,000 due to a reductiahénaverage cash balance during 2013. In 2013, tifrthe Capcos made an equity
investment in Small Business Lending, Inc., a eslgiarty, which earns a 10% annual cumulative mededividend. The Company recorded
$49,000 in accrued related party dividends fronseéhiavestments for the year ended December 31, Zith@r income decreased $99,000,
from $121,000 to $22,000 for the twelve months endecember 31, 2013 primarily due to a $100,0060 gaithe sale of an investment with
a zero carrying basis recognized in 2012.
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For the year ended December 31, 2013, interesherpecreased by 69%, or $393,000, from $567,0807%4,000 as a result of the declir
dollar amount of tax credits payable in 2013, agldted party management fees decreased 16%, oj080730 $896,000. Related party
management fees, which are eliminated upon corsalit are expected to continue to decline in theré as the Capcos mature and utilize
their cash.

2012

Revenue is derived primarily from non-cash inconeeftax credits. The decrease in total revenu¢hryear ended December 31, 2012
versus 2011 reflects the effect of the declininlad@mount of tax credits remaining in 2012 pditiaffset by a $100,000 gain on the sale of
an investment with a zero carrying basis recognizeé2f12. The amount of future income from tax aecevenue will fluctuate with future
interest rates. However, over future periods thno2@16, the amount of tax credits and, thereftrejicome the Company will recognize,
will decrease to zero.

Expenses consist primarily of management fees anecash interest expense. Related party managdeentiecreased 35%, or $584,000, to
$1,069,000 for the twelve months ended Decembe?@12 from $1,653,000 for the same period ended 2R&lated party management fe
which are eliminated upon consolidation, are exgetd continue to decline in the future as the Gapuature and utilize their cash. Interest
expense decreased 56%, or $715,000, from $1,28%0BE67,000 for the year ended December 31, 28 B2rasult of the declining dollar
amount of tax credits payable in 2012. Professiterd decreased by $145,000 from $438,000 to $203ketween periods primarily due t
reduction in consulting fees related to one of @apcos which is now decertified, and a decreas@dit fees which were lowered as a result
of the reduced activity in this segment. Other exggedeclined as a result of a reduction of bankgesarelated to escrow accounts that were
terminated over the course of 2012, as well asatashs in rent, filing fees and other miscellaneexygenses occurring as a result of the
maturation of a number of Capcos.

Liquidity and Capital Resources
Overview

Cash requirements and liquidity needs over the tvgalive months are anticipated to be funded pritpénrough operating results, available
cash and cash equivalents, existing credit linemgsed new credit lines, and additional secutitiza of the Company’s SBA lender’s
unguaranteed loan portions. As more fully describeldw, the Company’s SBA lender (“NSBF”) will rdgeiadditional funding sources to
maintain current SBA loan originations in the lagart of 2014 under anticipated conditions; altiftothe failure to find these sources may
require the reduction in the Company’s SBA lendangl related operations, it will not impair the Camyp's overall ability to operate.

NSBF depends on the availability of purchasersSiBA 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 held#éte is robust.

NSBF has historically financed the operations ®fénhding business through loans or credit faedifrom various lenders and will neec
continue to do so in the future. Such lenders iiatdy require a security interest in the SBA loasscollateral which, under the applicable
law, requires the prior approval of the SBA. If iempany should ever be unable to obtain the agpforits financing arrangements from
the SBA, it would likely be unable to continue take loans.

As an alternative to holding indefinitely the ports of SBA loans remaining after sale of the gutthportions in the SBA supervised
secondary market, NSBF has undertaken to secutfitese unguaranteed portions. In December 2016Girsthsuch securitization trust
established by NSBF issued notes to one investibreimmount 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 originatbdesjuent to the securitization
transaction. Similarly, the proceeds from the sdcsgcuritization in 2011 were used to pay dowwoistanding term loan with Capital One,
N.A., and to fund a $5,000,000 account used to fadditional originations in the first quarter ofi20 Additional securitizations we
completed in March 2013 and December 2013 resultinige issuance of notes in the amount of $20@@and $24,434,000, respectively.
Similarly, the proceeds of both transactions weseduto pay down the outstanding term loan
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with Capital One, N.A, and a combined total of $%,000 was used to fund an account used to pweahaguaranteed portions of loans

throughout 2013, and during the first quarter af£20Nhile this securitization process can provideng-term funding source for the SBA
lender, there is no certainty that it can be cotetlion an economic basis. In addition, the seeatitin mechanism itself does not provide
liquidity in the short term for funding SBA loans.

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

In April 2010, the Company refinanced the existing of credit between Capital One and NTS intova jear term loan for $2,083,000.

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 provillatgupon the achievement
certain profitability levels, the maximum amounttioé 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 créatiility; however, a default under the
Capital One term loan or line of credit will creat@ossibility of default under the Sterling linlecoedit. 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 CompaAy.December 31, 2012, the Company and its sub#diavere in full compliance with
applicable loan covenants. The Company guarantess toans for the subsidiaries up to the amoumbWwed; in addition, the Company
deposited $750,000 with Sterling to collateralize guarantee. As of December 31, 2012, the Compamyised sources of liquidity consis
of $217,000 available through the Sterling NatidBahk line of credit.

In April 2012, the Company closed a $15,000,00@itrfacility 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 conditidime $5,000,000 second tranche of
loan will not be drawn by the Company. The fundsengsed primarily for general corporate purposehiding the origination of SBA 7(a)
loans.

Restricted cash of $16,877,000 as of December@13 & primarily held in NSBF and the Capcos. Tlegarity, or $12,830,000 of restricted
cash, is related to NSBF, and includes $6,330,@00ih a prefunding account to be used to origimat® loans, $3,242,000 for a reserve in
the event payments are insufficient to cover irstieamd/or principal with respect to the securitaatand $150,000 set aside for servicer and
prepaid interest fees. The remaining $3,108,00fEssmts payments collected due to participantsaaralints owed to the SBA. For the
Capcos, restricted cash can be used in managingperdting the Capcos, making qualified investmdotsepay debt obligations, and for the
payment of taxes on Capco taxable income. The Coyalso has $2,475,000 in cash held in the compaggregating our all other segm
The majority of these funds is held by PAY and esents monies held in the payroll escrow accourg.rémaining balance of $1,572,000
includes $750,000 in connection with the Sterlimg lof credit, and other amounts provided by spangdanks in connection with credit
card processing and by customers for insuranceipresn
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In summary, Newtek generated and used cash asvillo

For the Years Ended
December 31

2013 2012 2011
Net cash provided by (used in) operating activi $ 4,974 $ (4,359 $11,40¢
Net cash used in investing activiti (36,127 (22,499 (17,810
Net cash provided by financing activiti 29,42¢ 29,88( 7,22¢
Net (decrease) increase in cash and cash equis (1,727 3,02¢ 81¢
Cash and cash equivalents, beginning of 14,22¢ 11,20: 10,38:
Cash and cash equivalents, end of $ 12,50¢ $ 14,22¢ $11,20:

Net cash flows from operating activities increa$6¢328,000 to $4,974,000 for the year ended DeceBhe2013 compared to $4,354,C
used during the year ended December 31, 2012.chlisge primarily reflects the decrease in brokegik@ble and increases in accounts
payable and accrued expense during 2013. Brokeiviaues arise from loans traded but not settlédrbeperiod end and represent the
amount of cash due from the purchasing brokeratheunt varies depending on loan origination volame timing of sales at year end. For
the year ended December 31, 2013, the Companyategl $135,168,000 of SBA loans held for sale aodived proceeds from the sale of
SBA loans of $131,733,000, compared with $83,34®dfcash use for originations of SBA loans heldgale and $84,743,000 in proceeds
from the sale of SBA loans for the year ended Ddxssr31, 2012.

Net cash used in investing activities primarilylirdes the originations and repayments of the ureguaed portions of SBA loans, purchas
fixed assets and customer accounts, changes iicredtcash and investments in qualified busineddescash used in investing activities
increased by $13,623,000 to cash used of $(36,0Q1f0r the year ended December 31, 2013 comparedsh used of $(22,498,000) for the
year ended December 31, 2012. The decrease wawichaily to a greater amount of SBA loans origethfor investment during 2013,
$42,885,000, versus $24,190,000 in 2012.

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 proddy financing activities decreased by $454,00€etsh provided of $29,426,000 for the year
ended December 31, 2013, from cash provided o8829000 for the year ended December 31, 2012. Wdleurrent year included cash
provided of $45,343,000 related to the Companyts $ecuritization transactions in 2013, additiorsrcwas used to repay bank lines of
credit, a decrease of $16,937,000 in cash duriagdar.

Financing Activities

Newtek historically obtained lo-term financing to fund its investments and operaiprimarily through the issuance of notes torasce
companies through the Capco programs. Through Deee81, 2013, Newtek has received in aggregate,$28®00 in proceeds from the
issuance of long-term debt, Capco warrants, andtdleeommon shares through the Capco programs. Ksx@apcos last issued notes in
2005 and the Company does not anticipate partiogat future Capco programs. In 2004, Newtek @i$20,762,000 (net of related offering
costs) in a secondary public offering. Newtek'spipal funding requirements have been costs relatéiie Capco programs ($152,125,000),
the acquisitions of NTS and NIA (the combinationadfich totaled $9,836,000), investments in Capalifjed businesses, SBA 7(a) loans,
receivable purchases, and working capital needstirsg from operating and business developmentiiets of its consolidated operating
entities. In July 2013, NSBF received an extensiothe maturity of its warehouse line of credi@7 million, with Capital One, N.A. from
September 30, 2013 to May 31, 2015, at which tineectutstanding balance will be converted into aghrear term loan. The extension also
included a provision which removed the sub-limitstibe guaranteed and unguaranteed portions ungléachity. In addition, the Company
closed a $15,000,000 Second Lien Credit Facilitg (Facility”) issued by Summit Partners Credit Agbrs, L.P. (“Summit”), comprised of a
$10,000,000 term loan, which was drawn at closimgl a $5,000,000 delayed draw term loan to be mpde the satisfaction of certain
conditions. The $5,000,000 was not drawn by the o1y due to the inability of the Company to giverfBut a security interest in the assets
of NSBF, its SBA lender. As a result of these taailities, as well as the Company’s securitizaativities discussed below, NSBF was able
to increase the amount of loans it can fund atareytime. In December 2012, NBC amended its lineredit with Sterling National Bank
(“Sterling”) which provided that upon the occurreraf certain events, the maximum amount of thediheredit under the Agreement can be
increased from $10,000,000 to $15,000,000 at a ¢t upon NBC's request. The Amendment also eetéthe maturity date from
February 28, 2014 to February 28, 2016.
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Credit Lines and Term Loans

In July 2013 the SBA lender, received an extensiotthe maturity of its warehouse lines of creditaling $27 million, 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 million funding sublitfor 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 caloedaas 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 andimiimm cash requirements held at Capital One. Aseafdinber 31, 2013, the Comp:
and NSBF were in compliance with the financial aouats set in this line.

On April 26, 2012, the Company closed a $15,000@8dlity issued by Summit, comprised of a $10,000,term 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 will not be drawn by the Company. The fundsengsed primarily for general corporate purposehiding the origination of SBA 7(a)
loans. The loan bears interest at 12.5% per anmutheoamount outstanding plus payment-in-kind ggeat 2.5%, which can either be paid
quarterly in arrears or added to the outstandiag EBmount. The Facility will mature in 5.5 years @an be prepaid without penalty at any
time following the second anniversary of the clgsiate.

In addition to a second lien on all of the Compargssets behind the first lien held by Capital ®h4,, the principal lender to NSBF,
Summit was given second-lien secured guaranteeadly of the Company’s principal subsidiaries: N8 dniversal Processing Services of
Wisconsin, LLC, as well as certain other smalldyssdiaries. In addition, the Company issued to Sitrarwarrant representing the right to
purchase 1,696,810 common shares, or 4.4% of thgp@ay’s current outstanding common equity. The araris exercisable at $0.02 per
share, included registration rights and anti-dilntprotection, which has been subsequently remd&eachmit is prohibited from selling any
common shares it receives on exercise of the wiafvaa period of 24 months following the closiqgpvided, however, that if the
Company’s common shares trade at or above $2.28haee for a period of fifteen consecutive daysn®it will have the ability to sell the
common shares. Any sales by Summit will be sulifeet right of first refusal in favor of the Comparhe Facility calls for financial
covenants such as minimum EBITDA, maximum capitplemditures, minimum unrestricted cash and casivaigmts, minimum tangible net
worth and maximum leverage. As of December 31, 28%8Company was in compliance with the financ@lenants set in this line.

In February 2011, NBC entered into a three year dihcredit with Sterling in an amount up to $1@@DO. In December 2012, an amendr
was signed providing that upon the occurrence dateevents, the maximum amount of the line oflitrender the Agreement can be
increased from $10,000,000 to $15,000,000 at a ¢t upon NBC's request. The Amendment also eeigthe maturity date from
February 28, 2014 to February 28, 2016. This fdli and will be used to purchase receivablesfandther working capital purposes. The
interest rate is set at 5.00% or Prime plus 2.00Btchever is higher, with interest on the line eogaid monthly in arrears. The line is and
be collateralized by the receivables purchasediedisas all other assets of NBC. The line is gusgad by the Company; in addition, the
Company deposited $750,000 with Sterling to cotidiee the guarantee. The agreement includes $nahdial covenants as minimum
tangible net worth and maximum leverage ratio. Ceenpany is subject to meeting a maximum leveratje test and a future net loss test
of December 31, 2013, the Company was in complianttethe financial covenants set in this line.

In April 2010 NTS closed a five year term loan w@apital One, N.A., which is collateralized by afINTS’s assets and Newtek guarantees
the repayment obligations. The interest rate isabte based on the monthly London Interbank OfféRete (“LIBOR”) rate plus 4.25% or
Prime plus 2.25%, but no lower than 5.75%, witleiiest paid in arrears along with each monthly fpeigpayment due. The agreement
includes such financial covenants at the parentpamy level with its
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consolidated subsidiaries of a minimum fixed chargeerage ratio, minimum EBITDA requirements andimum cash requirements held at
Capital One. As of December 31, 2013, the Compaany iw compliance with the financial covenants séhis line.

Securitization Transactions

In December 2010, NSBF created a financing chaiong¢he sale of the unguaranteed portions of SB# ians held on its books. NSBF
transferred the unguaranteed portions of SBA ladi$1 9,615,000, and an additional $3,000,000 indaasued subsequent to the transaction,
to a special purpose entity created for this puepbewtek Small Business Loan Trust 2010-1 (thei§T), which in turn issued notes (the
“securitization notes”) for the par amount of $1®M®MO0 against the assets in a private placeméaptTiust is only permitted to purchase the
unguaranteed portion of SBA 7(a) loans, issue dsseited securities, and make payments on the siesuiihe Trust issued a single series of
securitization notes to pay for the unguaranteetqms it acquired from NSBF and will be dissolwetien those securities have been paid in
full. The primary source for repayment of the sé@@ation notes is the cash flows generated froeuthguaranteed portion of SBA 7(a) loans
now owned by the Trust; principal on the securiimanotes will be paid by cash flow in excesstattneeded to pay various fees related to
the operation of the Trust and interest on the.dEi® securitization notes have an expected matofriabout five years based on the expected
performance of the underlying collateral and stitesof the debt and a legal maturity of 30 yeassfthe date of issuance. The assets of the
Trust are legally isolated and are not availablpap NSBF's creditors. NSBF continues to retailtsgo cash reserves and all residual
interests in the Trust and will receive servicingame. Proceeds from this transaction were usegpty the Capital One, N.A. loan and for
general corporate and lending purposes. Becausedimpany determined that as the primary benefi@étiie Trust it needed to consolidate
the Trust into its financial statements, it conéauo recognize the securitization notes in Notssple. The investors and the Trust have no
recourse to any of NSBF’s other assets for failttee Trust has insufficient funds to pay its gialiions when due; however, NSBF’s parent,
Newtek, has provided a limited guaranty to the &oes in the Trust in an amount not to exceed 10%eoriginal issuance amount |
$1,600,000), to be used after all of the assetseoTrust have been exhausted. The notes werealiggtiean “AA” rating from S&P based on
the underlying collateral.

In December 2011, NSBF entered into a Supplemémdehture by which the original $16,000,000 of sé@ation notes were amended to
reflect a new principal amount of $12,880,000, assalt of principal payments made, and additiowaés were issued in an initial principal
amount of $14,899,000, so that the initial aggregaincipal amount of all notes as of Decembe2B1.1 totaled $27,779,000. The notes are
backed by approximately $40,500,000 of the unguaezhportions of loans originated, and include @ditaonal $5,000,000 to be originated
and issued to the Trust by NSBF under the SBA fragram. The notes retained their AA rating und@P Sand the final maturity date of tl
amended notes is March 22, 2037. The proceed®dfdhsaction have been and will be used to rephyahd originate new loans.

In March 2013, NSBF transferred the unguaranteetigns of SBA loans of $23,569,000, and an add#i®b,900,000 in loans issued
subsequent to the transaction, to a special puuy Newtek Small Business Loan Trust 2013-& (ffirust”). The Trust in turn issued
securitization notes for the par amount of $20,000,against the assets in a private placementndtes received an “A” rating by S&P; and
the final maturity date of the amended notes i® 2B 2038. The proceeds of the transaction hase &ed will be used to repay debt and
originate new loans.

In December 2013, NSBF completed an additionaktation whereby the unguaranteed portions of SBAdmf $23,947,000, and an
additional $3,642,000 in loans issued subsequethiettransaction, was transferred to a Trust. THustlin turn issued securitization notes for
the par amount of $24,433,000 against the assetpiivate placement. The notes received an “Ahgaby S&P, and the final maturity date
of the amended notes is April 25, 2039. The pros@ddhe transaction have been and will be usedgay debt and originate new loans.
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Tabular Disclosure of Contractual Obligations

The following chart represents Newtek’s obligatiamsl commitments as of December 31, 2013, other@agco debt repayment discussed
above, for future cash payments under debt, leademployment agreements (in thousands):

Payments due by perioc

Less than : More than 5
Contractual Obligations Total year 1-3 years 3-5 years years
Bank Notes Payable (a) $ 42,56¢ 22,244b)(c) 20,32¢(d) — —
Securitization Notes Payable 60,14( — — — 60,14(
Capital Lease 642 23t 40€ 1 —
Operating Lease 6,17( 3,081 2,14: 841 10¢€
Employment Agreemen 28¢ 28¢ — — —
Totals $109,80¢ $ 25,84% $22,87: $ 84z $ 60,24¢

(&) Interest rates range from 4.25% to 15.01
(b) Includes:

Capital One term note payable at NTS with an odbbalance of $2,101,000 payable over a five yeaod commencing in 2010. /
of December 31, 2013, the amount outstanding wpsoapnately $590,000.
(¢) Includes:

$21,261,000 Capital One guaranteed line and $4)691Capital One unguaranteed line, both of whiehpayable at SBF and are
May 31, 2015 and thereafter convert to a three §grar loan. Also includes the $10,000,000 Sterling, which matures in February
2016. As of December 31, 2013, the combined amouiistanding on the Capital One lines was approxip#25,951,000, and the
balance outstanding on the Sterling line was $6MXH

(d) Includes:

$10,000,000, or $8,650,000 net of discount, Setden Credit Facility issued by Summit Partners Grédivisors, L.P
(e) Includes:

$61,039,000, or $60,140,000 net of discount, ofigézation notes with a legal maturity of 30 yeaesaring interest at the rate of
3.90%; actual principal payments will be paid bgltflow in excess of that needed to pay various felated to the operation of the
Trust and interest on the debt.

Financing Activities: Capcos

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

Overview

A Capco is either a corporation or a limited lighicompany established in and chartered by orteefine jurisdictions that currently have
authorizing legislation: Alabama, District of Colbia, Florida, Louisiana, Colorado, New York, Texasl Wisconsin (Missouri has an older
program which pretates the start of our business and in which weadarticipate). Aside from seed capital provitbgdan organizer such
Newtek, a Capco will issue debt and equity instmimexclusively to insurance companies and the @apre then authorized under
respective state statutes to make targeted equitgla investments in companies. In some statedath permits Capco investments in
majority-owned or primarily controlled companies.dthers, such as Louisiana, Colorado, Texas anthtist recent programs in New York,
there are some limitations on the percentage ofoship a Capco may acquire in a qualified businessonjunction with the Capcos’
investment in these companies, the Capcos mayatside loans to the companies. In most casedatheredits provided by the states are
equal to the par amount of investment by the insgaompanies in the securities of the Capcos,wtao be utilized by them generally over
a period of four to ten years. These credits aedfaoted by the returns or lack of returns on itwents made by the Capcos.

Our Capcos had arranged for the repayment of éopasf the Capco notes by The National Union Fireurance Company of Pittsburgh and
The American International Specialty Lines Insum@ompany, both affiliates of Chartis, Inc. As afd@mber 31, 2013, all of the required
cash payments have been made by these insuret ébthe Capcos. The balance of the repaymerngatibns for all of our Capcos will
result from the availability to the investors oétbtate tax credits.
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Income from Capco Tax Cred

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

Each Capco also has separate, contractual arranggemith the insurance company investors obligatiregCapco to pay interest on the
aforementioned debt instruments. The Capco masfgdliis interest obligation by delivering the &predits or paying cash. The insurance
company investors have the legal right to receie @se the tax credits and would, in turn, useethas credits to reduce their respective state
tax liabilities in an amount usually equal to 100240% in some cases in Louisiana) of their investsien the Capcos. The tax credits
generally can be utilized over a four to ten-yesniqel and in some instances are transferable anteaarried forward. Newtek’s revenue
from tax credits may be used solely for the purpafssatisfying the Capcos’ obligations to the irswre company investors.

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

Critical Accounting Policies and Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfenzitthe reported amounts of assets, liabilitied disclosures of contingent assets and
liabilities at the date of the financial statemeantsl reported amounts of revenues and expensesdhd reporting period. The most
significant estimates include:

. allowance for loan losse

. sales and servicing of SBA loar

. chargeback reserve

. fair value measurement used to value certain filmhassets and financial liabilitie

. valuation of intangible assets and goodwill inchgithe values assigned to acquired intangible s
. stoclk-based compensation; a

. income tax valuation allowanc

Management continually evaluates its accountingciga and the estimates it uses to prepare theotidated financial statements. In general,
the estimates are based on historical experiemcefermation from third-party professionals andwamious other sources and assumptions
that are believed to be reasonable under the dactsircumstances at the time such estimates ate.riihe Company'’s critical accounting
policies are reviewed periodically with the auditramittee of the board of directors. Managementidems an accounting estimate to be
critical if:

. it requires assumptions to be made that were wuaineat the time the estimate was made;

. changes in the estimate, or the use of difteestimating methods, could have a material impadhe Company’s consolidated results
of operations or financial conditio

Actual results could differ from those estimateign8icant accounting policies are described in é&dtto the consolidated financial
statements, which are included in Item 15 in tlisnf10-K filing. In many cases, the accountingtiment of a particular transaction is
specifically indicated by Accounting Principles @eally Accepted in the United States of America.
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Certain of our accounting policies are deemeditaif’ as they require management’s highest degf@@dgment, estimates and assumptions.
The following critical accounting policies are niotended to be a comprehensive list of all of aaoainting policies or estimates.

Fair Value Measurements

As discussed in Item 8. “Financial Statements amgpfmentary Data, Note 3, Fair Value Measurememtsadopted fair value accounting
effective January 1, 2008. Fair value is definethagrice that would be received to sell an agsphid to transfer a liability in an orderly
transaction between market participants at the umeasent date (an exit price) and establishes a&dire hierarchy that prioritizes the inputs
to valuation techniques used to measure fair vialiwethree levels for disclosure purposes. The Camgarries its credits in lieu of cash,
prepaid insurance and notes payable in crediigindf cash at fair value. The Company also caingmired loans, servicing asset and other
real estate owned at fair value. The fair valuednzhy gives the highest priority (Level 1) to gebprices in active markets for identical
assets or liabilities and gives the lowest priotityunobservable inputs (Level 3). An asset oriliigts classification within the fair value
hierarchy is based on the lowest level of signiftdaput to its valuation. The levels of the failwe hierarchy are as follows:

Level 1 Quoted prices in active markets for identical assetiabilities. Level 1 assets and liabilitieslide debt and equity securities
and derivative contracts that are traded in aiva@kchange market, as well as certain U.S. Trgasther U.S. Government
and agency mortga-backed debt securities that are highly liquid aredeatively 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
are not active; or other inputs that are observabt&Ean be corroborated by observable market datsubstantially the full
term of the assets or liabilities. Level 2 assatsl@abilities include debt securities with quotaites that are traded less
frequently than exchange-traded instruments angatafe contracts whose value is determined usipg@ng model with
inputs that are observable in the market or catieived principally from or corroborated by obsdieamarket data. This
category generally includes certain U.S. Governraedtagency mortgage-backed debt securities, ctgpdebt securities,
derivative contracts and residential mortgage |dweeic-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 teéghes, as well as instruments for which the deiaition of fair value
requires significant management judgment or estimat his category generally includes certain pgevequity investments,
retained residual interests in securitizationgdesgtial mortgage servicing rights, and highly stated or long-term derivative
contracts

Revenue Recognition

Electronic payment processing reventElectronic payment processing and fee income iwel@ifrom the electronic processing of credit and
debit card transactions that are authorized antloaghthrough third-party networks. Typically, meaats are charged for these processing
services on a percentage of the dollar amountdf gansaction 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#érenic processing of MasterCatdnd Visa® sourced credit and debit card transactions
are reported gross of amounts paid to sponsor banks

Web hosting revenue Managed technology solutions revenue is primamdsivébd from monthly recurring service fees for thee of its web
hosting, web design and software support servicastomer set-up fees are billed upon service tiutisand are recognized as revenue over
the estimated customer relationship period of 2&ry. Payment for web hosting and related servicedding cloud plans, is generally
received one month to one year in advance. Defeeneghues represent customer payments for welnigastid related services in advance of
the reporting period date. Revenue for cloud relagrvices is based on actual consumption usecclmud customer.

Income from tax creditsFollowing an application process, a state will fyodi company that it has been certified as a Caple.state or
jurisdiction then allocates an aggregate dollar amof tax credits to the Capco. However, such 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 threshelttén specified time requirements. Newtek has @apin seven states and the District of
Columbia. Each statute requires that the Capcastravéhreshold percentage of “certified capitafie(funds provided by the insurance
company investors) in businesses defined as
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qualified within the time frames specified. As thapco meets these requirements, it avoids groumdisrdhe statute for its disqualification
for continued participation in the Capco programct®a disqualification, or “decertificatiods a Capco results in a permanent recapture

or a portion of the allocated tax credits. The prtipn of the possible recapture is reduced ovee tas the Capco remains in general
compliance with the program rules and meets thgrpssively increasing investment benchmarks. A<dggco progresses in its investments
in Qualified Businesses and, accordingly, placemareasing proportion of the tax credits beyonhpture, it earns an amount equal to the
non-recapturable tax credits and records such ahasiimcome, with a corresponding asset calledditsén lieu of cashin the balance shei

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 Capcardases credits in lieu of cash with a correspandacrease to notes payable in credits in lieu
of cash.

Interest and SBA Loan Fee: Interest income on loans is recognized as earngghd.are placed on non-accrual status if they eie@alays
past due with respect to principal or interest amdhe opinion of management, interest or principaindividual loans is not collectible, or at
such earlier time as management determines thabtheetability of such principal or interest isliely. Such loans are designated as
impaired non-accrual loans. All other loans arergef as performing loans. When a loan is designagatbn-accrual, the accrual of interest is
discontinued, and any accrued but uncollectedasténcome is reversed and charged against cupenations. While a loan is classified as
non-accrual and the future collectability of thearled loan balance is doubtful, collections oéiiast and principal are generally applied as a
reduction to principal outstanding.

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

Insurance commissionsRevenues are comprised of commissions earned amypres paid for insurance policies and are recoghaehe
time the commission is earned. At that date, thriegs process has been completed and the Compangstimate the impact of policy
cancellations for refunds and establish reservies.réserve for policy cancellations is based otohical cancellation experience adjusted by
known circumstances.

Other income:Other income represents revenues derived from tipgnanits that cannot be aggregated with othemmss segments. In
addition, other income represents one time recesan gains on investments. Revenue is recorded thieee is strong evidence of an
agreement, the related fees are fixed, the searideor product has been delivered, and the cmllect the related receivable is assured.

Capco Debt IssuanceThe Capco notes require, as a condition precedehetfunding of the notes, that insurance be mget to cover the
risks associated with the operation of its Captbss insurance has been purchased from Chartisé@pelmsurance Company and National
Union Fire Insurance Company of Pittsburgh, bothsgtiaries of Chartis, Inc. (“Chartis”), an intetiomal insurer. In order to comply with

this condition precedent to the funding, the natesing is structured as follows: (1) the certifiadestors wire their funds directly into an
escrow account; (2) the escrow agent, pursuatietogquirements under the note and escrow agregsmgamatically and simultaneously
funds the purchase of the insurance contract flaptoceeds received. Newtek’s Capco is not edtildhe use and benefit of the net
proceeds received until the escrow agent has caoeapiee purchase of the insurance. The Chartisanse subsidiaries noted above are “A+”
credit rated by S&P.

Under the terms of this insurance, which is forltkeaefit of the certified investors, the Capco mesuncurs the primary obligation to repay
certified investors a substantial portion of thetdéncluding all cash payments) as well as to makmpensatory payments in the event of a
loss of the availability of the related tax credithe Capco remains secondarily liable for suchhpyts and must periodically assess the
likelihood that it will become primarily liable and necessary, record a liability at that time €Tfparent company, Chartis, has not guaranteed
the obligations of its subsidiary insurers, althoithas committed to move the payment obligatimnsn affiliated company in the event the
Capco insurer is materially downgraded in its dreating.
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Investment Accounting and Valuation: The various interests that the Capcos and Newtgligcas a result of their investments are
accounted for under three methods: consolidatiguity method and cost method. The applicable ad@mgimethod is generally determined
based on our voting interest in a company and vendtte company is a variable interest entity whezeare the primary beneficiary, and
quarterly valuations are performed so as to keepamords current in reflecting the operationslbbfits investments.

Companies in which we directly or indirectly ownsma than 50% of the outstanding voting securitiesse Newtek has effective control
over, or are deemed as a variable interest ehtilyrteeds to be consolidated , are generally ateddior under the consolidation method of
accounting. Under this method, an investment’sltesd operations are reflected within the consatiédi statement of operations. All
significant inter-company accounts and transactayesliminated. The results of operations and flasls of a consolidated entity are
included through the latest interim period in whidbwtek owned a greater than 50% direct or indiveting interest, exercised control over
the entity for the entire interim period or wasenthise designated as the primary beneficiary. Ugilution of voting interest at or below
50%, or upon occurrence of a triggering event néogiireconsideration as to the primary beneficiarg variable interest entity, the
accounting method is adjusted to the equity or nethod of accounting, as appropriate, for subssoqueriods.

Companies that are not consolidated, but over wivielexercise significant influence, are accountedifhider the equity method of
accounting. Whether or not Newtek exercises sigaifi influence with respect to a company dependmogvaluation of several factors
including, among others, representation on thedo#directors and ownership level, which is gelig@20% to 50% interest in the voting
securities, including voting rights associated viawtek’s holdings in common, preferred and other convertitstruments. Under the equ
method of accounting, a company’s accounts aregifileicted within our consolidated statements obine; however, Newtek’s share of the
investee’s earnings or losses are reflected inr dtitceme in the Company’s consolidated statemeiitscome.

Companies not accounted for under the consolidatidhe equity method of accounting are accourtediider the cost method of
accounting, for which quarterly valuations are parfed. Under this method, our share of the earnindissses of such companies is not
included in the consolidated statements of incdméthe investment is carried at historical castaddition, cost method impairment charges
are recognized as necessary, in the consolidadézhstnts of income if circumstances suggest thatgtan “other than temporary decline” in
the value of the investment, particularly due tesks. Subsequent increases in value, if any, afrterlying companies are not reflected in
our financial statements until realized in cash. Mtord as income amounts previously written offfavhen and if we receive cash in excess
of its remaining investment balance.

On a quarterly basis, the investment committeeaocheCapco meets to evaluate each of our investmidatstek considers several factors in
determining whether an impairment exists on thegtwent, such as the companies’ net book valub,fag, revenue growth and net
income. In addition, the investment committee loakkarger variables, such as the economy andatteplar company’s industry, to
determine if an other than temporary decline ingaxists in each Capco’s and Newtek’s investment.

Impairment of Goodwill: Management of the Company considers the followinget some examples of important indicators that trigger

an impairment review outside its annual goodwilpairment review: (i) significant under-performarardoss of key contracts acquired in an
acquisition relative to expected historical or prigd future operating results; (ii) significanaoes in the manner or use of the acquired
assets or in the Company’s overall strategy widipeet to the manner or use of the acquired assetsages in the Company’s overall
business strategy; (iii) significant negative intiy®r economic trends; (iv) increased competifivessures; (v) a significant decline in our
stock price for a sustained period of time; angl f@gulatory changes. In assessing the recovesabflour goodwill and intangibles, we must
make assumptions regarding estimated future casls find other factors to determine the fair valude respective assets. The fair value of
an asset could vary, depending upon the estimatgthod employed, as well as assumptions made.nfdysresult in a possible impairment
of the intangible assets and/or goodwill, or alédirrely an acceleration in amortization expense.tke years ended December 31, 2013 and
2012, the goodwill was determined to not be imphire

SBA Loans Held for Investment:For loans that completed funding before Octob&01,0, SBA loans held for investment are reported at
their outstanding unpaid principal balances adflifte charge-offs, net deferred loan originatiostsaand the allowance for loan losses. For
loans that completed funding on or after Octobe&01,0, management elected to fair value SBA lo&td tor investment within the fair val
hierarchy that prioritizes observable and unobd#evmputs utilizing Level 3 unobservable inputsiethreflect the Company’s own
expectations about the assumptions that marketipants would use in pricing the asset (includiisgumptions about risk). Prior to 2013,
Company determined fair value based on its sezatitin pricing, as well as internal quantitativéadan the portfolio with respect to histori
default rates and future expected losses, and sew a discounted cash flow method, which includsaraptions for cumulative default rai
prepayment speeds, servicing cost and a market yfed loan measured at fair value is subsequemibaired, then the fair value of the loan
is measured based on the present value of exprrdted cash flows discounted at the loan’s mankigtrest rate, or the fair value less
estimated costs to sell, of the collateral if thanl is collateral dependent. Because the loansifiteagst at a variable rate, NSBF does not
to factor in interest rate risk.
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Allowance for SBA Loan LossesFor loans funded before October 1, 2010, the allm@dor loan losses is established by management
through provisions for loan losses charged agamesime. The amount of the allowance for loan logs@sherently subjective, as it requires
making material estimates which may vary from aatesults. Management's ongoing estimates of tlesvaince for loan losses are
particularly affected by the changing compositiéthe loan portfolio over the last few years ashaslother portfolio characteristics, such as
industry concentrations and loan collateral. Thegagcy of the allowance for loan losses is revielethanagement on a monthly basis at a
minimum, and as adjustments become necessarefeeted in operations during the periods in whiady become known. Consideration:
this evaluation include past and anticipated log®gence, risks inherent in the current portfaia evaluation of real estate collateral as-
as current economic conditions. In the opinion ahiagement, the allowance, when taken as a whaldgeiguate to absorb estimated loan
losses inherent in the Company'’s entire loan pliotfd he allowance consists of specific and genersérves. The specific reserve relates to
loans that are classified as either loss, doulgfibstandard or special mention, that are conslderpaired. For such loans that are also
classified as impaired, an allowance is establistieeh the discounted cash flows (or collateral @auobservable market price) of the
impaired loan is lower than the carrying valuehattloan. The general reserve covers non-classdets and is based on historical loss
experience adjusted for qualitative factors.

For loans funded on or after October 1, 2010, tlam lis reported at its fair value. Changes in tidaevof the loan, whether performing or
impaired, are reported as a net change in theddiie of SBA loans held for investment.

A loan is considered impaired when, based on cuinéormation and events, it is probable that tlwen@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
restructuring. Other factors considered by managemedetermining impairment include payment statnd 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 consiaderali 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 discountetie@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 assets and reported at estimated fair \cali®enon-recurring basis, both at initial
recognition of impairment and on an on-going basisl recovery or charge-off of the loan amounteTetermination of impairment involves
management’s judgment in the use of market datdtardiparty estimates regarding collateral valles.loans funded before October 1,
2010, the impairment of a loan resulted in managerstablishing an allowance for loan losses thinqugvisions for loan losses charged
against income; for subsequent loans at fair vafopairment results in a net change in the faingaf SBA loans held for investment.
Amounts deemed to be uncollectible are chargedchagtie allowance for loan losses or reduces theditue and subsequent recoveries, if
any, are credited to the allowance or increaseaihealue.

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 recévaihd the allowance for possible loan losses aimagthe reduction in fair value.

Troubled Debt Restructured Loans:A loan is considered a troubled debt restructu(fii@®R”) when a borrower is experiencing financial
difficulties that leads to a restructuring that @@mpany would not otherwise consider. Concesgi@n#ASC Topic 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 a@Rs.

The Company reviews its modified loans for TDR Gifisation. When a borrower is granted extende@tiopay and there is no other
concessions as to rate reductions or principallcde 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.
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SBA Loans Held for Sale:For guaranteed portions funded, but not yet tradezhch measurement date, management elected valize

SBA loans held for sale within the fair value hietsy that prioritizes observable and unobservatpeis used to measure fair value utilizing
Level 2 assets. These inputs include debt secaikitith quoted prices that are traded less frequéiméin exchange-traded instruments or have
values determined using a pricing model with inghtt are observable in the market. The secondarkenhfor the guaranteed portions is
extremely robust with broker dealers acting as prindealers. 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.

Securitization Activities: NSBF engaged in securitizations of the unguaranpeetibns of its SBA 7(a) loans. Because the transf these
assets did not meet the criteria of a sale, thassactions were treated as a secured borrowir8BFNontinues to recognize the assets of the
secured borrowing in loans held for investment @mbgnize the associated financing in Note payal8ecuritization trust VIE.

Sales and Servicing of SBA LoandNSBF originates loans to customers under the SBfynam that generally provides for SBA guarantees
of 50% to 90% of each loan, subject to a maximuergotee amount. This guaranteed portion is gegesaldl to a third party via an SBA
regulated secondary market transaction utilizind$®rm 1086 for a price equal to the guaranteed Braount plus a premium that includes
both an upfront cash payment and the fair valugicdag assets recorded in conjunction with the Isale. Prior to October 1, 2010, NSBF
recognized the revenue item “Premium on loan sales’tf capitalized loan expenses and the discmuttie retained unguaranteed portion;
subsequent to the adoption of fair value of SBA ®{ans on October 1, 2010, NSBF recognizes prenunnioan sales as equal to the cash
premium plus the fair value of the servicing asRetvenue is recognized on the trade date of theagtesed portion.

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

Subsequent measurements of each class of serdissggs and liabilities may use either the amorbizahethod or the fair value measuren
method. NSBF has chosen to apply the amortizatiethad to its servicing asset, amortizing the assptoportion to, and over the period of,
the estimated future net servicing income on thaetlging sold guaranteed portion of the loans askssing the servicing asset for
impairment based on fair value at each reportirtg.da the event future prepayments are significatpairments are incurred and future
expected cash flows are inadequate to cover theomized servicing assets, accelerated amortizaiompairment charges would be
recognized. In evaluating and measuring impairnéservicing assets, NSBF stratifies its servicsgets based on year of loan and loan
term which are the key risk characteristics ofuhderlying loan pools. The Company uses an indegr@ndhluation specialist to estimate the
fair value of the servicing asset by calculating inesent value of estimated future net servicagi dlows, 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 werddter increase, the valuation allowance may
be reduced as a recovery. However, if NSBF detagsiihat impairment for a stratum is other than tanauy, the value of the servicing asset
and any related valuation allowance is written-down

Management’s impairment analysis indicated no waoaadjustment for 2013 and 2012.

Share-Based CompensationThe Company records all share-based payments ttogess based on their fair values using an optitciny
model at the date of grant.

Income TaxesDeferred tax assets and liabilities are computaedbaipon the differences between the financiatistant and income tax
basis of assets and liabilities using the enacteddtes in effect for the year in which those terapy differences are expected to be realized
or settled. If available evidence suggests thatrtore likely than not that some portion or altlvé deferred tax assets will not be realized, a
valuation allowance is required to reduce the detktax assets to the amount that is more likedy thot to be realized.
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New Accounting Standards

In July 2013, the FASB issued ASU No. 2013-11: ené&stion of an Unrecognized Tax Benefit When a®jetrating Loss Carryforward, a
Similar Tax Loss, or a Tax Credit Carryforward Ei§'ASU 2013-11"). The amendments in ASU 2013-14 iatended to end inconsistent
practices regarding the presentation of unrecogrtiae benefits on the balance sheet. An entity balrequired to present an unrecognizec
benefit as a reduction of a deferred tax assed fugt operating loss (“NOL”") or tax credit carryi@rd whenever the NOL or tax credit
carryforward would be available to reduce the addél taxable income or tax due if the tax posit@disallowed. This standard became
effective for annual reporting periods beginninggaDecember 15, 2013, and did not have a maierjzct on the Company’s Consolidated
Financial Statements or disclosures.

In January 2014, the FASB issued ASU 2014-04, “Ratdes—Troubled Debt Restructurings by Credit®sclassification 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 oclfmsare occurs, and a creditor is considered te heweived physical possession of residential
real estate property collateralizing a consumerntgage loan, upon either (1) the creditor obtainayal title to the residential real estate
property upon completion of a foreclosure or (2 tiorrower conveying all interest in the residdmtal 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 13420 he adoption of this ASU is not expected toehasignificant impact on the
Company’s Consolidated Financial Statements oflalisces.

Subsequent Events

The Company has evaluated subsequent events thiieaigime of filing these consolidated financiatsments with the SEC.

Off Balance Sheet Arrangements

None.

Impact of Inflation
The impact of inflation and changing prices on msults of operations is not material.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK.

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

Our SBA lender primarily lends at an interest @t@erime, which resets on a quarterly basis, plfisead margin. Our receivable financing
business purchases receivables priced to equatsitailar prime plus a fixed margin structure. Tepital One term loan and revolver loan,
the securitization notes and the Sterling linerefl¢ are on a prime plus a fixed factor basisaAesult the Company believes it has matched
its cost of funds to its interest income in itsdfitting activities. However, because of the difféedbetween the amount lent and the smaller
amount financed a significant change in marketr@gterates will have a material effect on our ofilegancome. In periods of sharply rising
interest rates, our cost of funds will increasa alower rate than the interest income earned @fotins we have made; this should improve
our net operating income, holding all other factmyastant. However, a reduction in interest reaedias occurred since 2008, has and will
result in the Company experiencing a reductionperating income; that is interest income will deelimore quickly than interest expense
resulting in a net reduction of benefit to opergtimcome.

Our lender depends on the availability of secondaayket purchasers for the guaranteed portion8éf IBans and the premium received on
such sales to support its lending operations. itttle the secondary market for the guaranteetigoerof 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 changingrest rates on invested cash which was approxiyn$gs,385,000 at December 31,
2013. We do not purchase or hold derivative finahicistruments for trading purposes. All of oumsactions are conducted in U.S. dollars
and we do not have any foreign currency or foreigchange risk. We do not trade commodities or lzeyecommodity price risk.
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We believe that we have placed our demand depaesis, 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 ombyey market instruments or funds
and other investment-grade securities. As of Deegrib, 2013, cash deposits in excess of FDIC aR€ $isurance totaled approximately
$10,802,000 and funds held in U.S. Treasury onlpeyanarket funds or equivalents in excess of SHQrance totaled approximately
$44,000.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our consolidated financial statements and relat¢éesnbegin on Page F-1, which are included inAhisual Report on Form 10-K.

ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE.

(a) On May 23, 2013, the Company acting througBdard of Directors and the Audit Committee of Baard terminated the services of
CohnReznick LLP, its previous independent accountan

The reports prepared by CohnReznick LLP on thenfire statements of the Company for the past tvassgyand any subsequent interim
period did not contain an adverse opinion or diswda of opinion, or qualification or modificatiors 40 uncertainty, audit scope or accounting
principles. During said two year period and anysagfuent interim period there were (i) no disagregseetween CohnReznick LLP and the
Company on any matter of accounting principlesracfices, financial statement disclosure or augiicope or procedure which, if not
resolved to CohnReznick LLP’s satisfaction, wouddvén caused it to make reference to the subjecemaftthe disagreement in connection
with its report on the Company’s financial statetsdor such period; and (ii) no “reportable everds'the term is described in Iltem 304(a)(1)
(iv) of Regulation SK.

A copy of this disclosure has been provided to Gdmnick LLP for its review prior to its filing witthe Commission and the Company has
asked that it furnish the Company with a letterradded to the Securities and Exchange Commissittaioing any new information,
clarification of the Company’s expression of thaews, or the respects in which it does not agritle the statements made above. A copy of
that letter, dated May 23, 2013, was filed as EixHi6.1 to the Current Report on Form 8K as filed\day 28, 2013.

(b) On May 23, 2013, the Company acting thougtBdard of Directors and the Audit Committee of theaBl authorized the engagement of
the firm of McGladrey LLP (“McGladrey”) as its indendent accountant. During the fiscal years endszember 31, 2012 and 2011 and
through May 23, 2013, the Company has not conswiddMcGladrey regarding either (i) the applicatiof accounting principles to any
specified transaction, either completed or proppsethe type of audit opinion that might be rereon the Company’s consolidated
financial statements or (ii) any matter that wadkegithe subject of a “disagreement” (as definelieim 304(a)(1)(iv) of Regulation S-K and
the related instructions thereto), or a “reportaent” (as defined in Item 304(a)(1)(v) of RegaatS-K).

ITEM 9A. CONTROLS AND PROCEDURES.
a) Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clgécutive Officer (Principal Executive Officer)dhief Accounting Officer (Principal
Financial Officer), evaluated the effectivenesswf disclosure controls and procedures as of tdeoéthe period covered by this report.
Based on that evaluation, the Chief Executive @ffi®rincipal Executive Officer) and Chief AccoungiOfficer (Principal Financial Officer)
concluded that our disclosure controls and proesiurere effective as of the end of the period axvéwy this report and provide reasonable
assurance that the information required to be aésa by us in reports filed under the Exchangei®\atcorded, processed, summarized and
reported within the time periods specified in tH&CS rules and forms. Disclosure controls and pdaces include, without limitation,

controls and procedures designed to ensure tt@aniaftion required to be disclosed by an issuenéréports that it files or submits under the
Exchange Act is accumulated and communicated tastheer's management including its principal exiseuand principal financial officers,

or persons performing similar functions, as appeiprto allow timely decisions regarding requirésttbsure.

(b) Change in Internal Control over Financial Repting.

No change in our internal control over financigloging occurred during the quarter ended Decer@beP013 that has materially affected
is reasonably likely to materially affect, our imtal control over financial reporting.

(c) Limitations.

A control system, no matter how well designed aperated, can provide only reasonable, not absastirances that the control system’s
objectives will be met. Furthermore, the desigma abntrol system must reflect the fact that theeeresource constraints, and the benefits of
controls must be considered relative to their cadsause of the inherent limitations in all cohttiystems, no evaluation of controls can
provide absolute assurance that all control isanésinstances of fraud, if any, within the Compaaye been detected. These inherent
limitations include the realities that judgmentglecisior-making can be faulty, and that breakdowns can doecause of simple errors



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 desigaugideed in achieving its stated goals under afimi@l future conditions. Over time, contr
may become inadequate because of changes in amwddr deterioration in the degree of compliandd Vt$ policies or procedures. Because
of the inherent limitations in a cost-effective toh system, misstatements due to error or fraugd ataur and not be detected. We
periodically evaluate our internal controls and makanges to improve them.
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MANAGEMENT'S REPORT TO THE STOCKHOLDERS OF NEWTEK B USINESS SERVICES, INC. AND SUBSIDIARIES
Management’s Report on Internal Control Over Finandal Reporting

As management, we are responsible for establisidgmaintaining adequate internal control overrfaial reporting for Newtek Business
Services, Inc. and its subsidiaries. In order @l@ate the effectiveness of internal control owearicial reporting, as required by Section 404
of the Sarbanes-Oxley Act of 2002, we have condlateassessment, including testing, using therieriteInternal Control-Integral
Frameworkissued by the Committee of Sponsoring Organizaifcthe Treadway Commission (COSO). Newtek BusirBmwices, Inc.’s
system of internal control over financial reportisglesigned to provide reasonable assurance liagate reliability of financial reporting
and the preparation of financial statements foemrl purposes in accordance with accounting liesigenerally accepted in the United
States of America. Because of its inherent lindtatinternal control over financial reporting magt prevent or detect misstatements.

Based on our assessment, we have concluded thaekiBwsiness Services, Inc. maintained effectiterival control over financial reporting
as of December 31, 2013, based on criterlatiernal Control-Integrated Framewoiiksued by the COSO. As a smaller reporting company,
the effectiveness of Newtek Business Services'slitternal control over financial reporting is meqjuired to be audited by our independent
registered public accounting firm.

This Annual Report does not include an attestatmort of the Company’s independent registeredipaigicounting firm regarding internal
control over financial reporting. Management’s nepeas not subject to attestation by the Compamgdspendent registered public
accounting firm pursuant to rules of the Securitird Exchange Commission that permit the Compapydeide only managemestreport ir
this Annual Report.

ITEM 9B. OTHER INFORMATION.

None

PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE.

The following is a brief summary of the backgrowddach of our directors, which includes specifitormation about each director’s
experience, qualifications, attributes or skillattked the board to the conclusion that the indigids qualified to serve on our board, in light
of our business and structure.

David C. Beck Age: 71 Director since: 2002

Mr. Beck has been Managing Director of Copia CapithC (“Copia”), a private equity investment firrsince September 1998. Prior to
founding Copia, Mr. Beck was CEO of Universal SaggiBank, Milwaukee, WI and First Interstate Corpioraof Wisconsin, a publicly
traded company. Mr. Beck also served as Chairmamafersal Savings Bank’s holding company, Unive&aving Banc Holdings, Inc.,
from November 2002 until September 2009. He isrdfigel public accountant. Mr. Beck’s more thanyaars’ experience in the financial
services industry qualifies him to serve on ourra# directors. His experience and insight gaiasé managing director of a private equity
firm also provide a significant addition to the bibaf directors.

Sam Kirschner Age 65 Director since: 2010

Mr. Kirschner has, since he co-founded MayerCap lih 2003, been a Managing Member of the comparayeviCap, LLC manages
investments in hedge funds, as a fund-of-funds,i@hdadquartered in New York City. MayerCap, LLU&qges particular emphasis on
investing in newer and smaller hedge funds. Mrs&tiner has also been since 1986 president of Neamsly Business Consulting where he
has specialized in advising owners, boards andserecutive of major family-owned businesses angd domestic and foreign banks on
matters of succession planning, estate planningstrategic mergers and acquisitions. He has alssuted on the identification and
recruitment of senior executives. Mr. Kirschnerdsoh Ph.D. in clinical psychology and has taugitosih New York University School of
Continuing & Professional Studies and the Whartohd®! of Business at the University of PennsylvaMa Kirschner has many years of
experience in working with small to medium sizedn® and addressing the many issues which theyifiag@wing their businesses. He is
very well versed in the latest developments instheial media area and has been very helpful insadythe Company on its product
development and social media initiatives and tkjgeeience provides a significant addition to tharoloof directors.
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Salvatore F. Mulia Age: 66 Director since: 2005

Mr. Mulia has been a financial advisor at RTM Ficiah Services, Westport, CT, with an emphasis asifeg and lending advisory services
since February 2003. From February 2001 to Febr2@®3 Mr. Mulia was Executive Vice President ofhit Bowes Capital Corp, Shelton,
CT which was engaged in providing financial sersitebusiness customers. Prior to that, Mr. Mudlllsenior management positions within
General Electric’s Financial Services Division, GRpital Corporation (“GECC”), and from 1980 throut¥93 he was responsible for
developing new products and business initiativefancial services. During his tenure at GECC Mulia was a principal in GEVEST,
GECC's investment banking unit, where he headedisgtion and led acquisition teams which acquiessing companies with combined
assets of $3 billion including: TransAmerica Legsi@hase Manhattan’s leasing subsidiary and Leaseiden Mr. Mulia has many years of
experience with major financial companies workingwvemaller to mid-sized companies needing capital debt. His understanding of the
dynamics of these businesses has been partichilelpjul in addressing similar issues of the Compang this experience provides a
significant addition to the board of directors.

Barry Sloane Age: 54 Director since: 1999

Mr. Sloane is the Chairman of the Board of Direst@hief Executive Officer and President of the @any and has been an executive off
of each of the Company-sponsored certified capaaipanies for more than five years. From Septerh®@8 through July 1995, Mr. Sloane
was a Managing Director of Smith Barney, Inc. Whilere, he directed the Commercial and ResideRgal Estate Securitization Unit, and
he was national sales manager for institutionaltgage and asset backed securities sales. From ¥9&1 through September 1993,

Mr. Sloane was founder and President of Aegis @aparkets, a consumer loan origination and seatibn business which was eventually
taken public with the name of “Aegis Consumer Fagdi From October 1988 through March 1991, Mr. 8avas Senior Vice President of
Donaldson, Lufkin and Jenrette, where he was resplenfor directing sales of mortgage-backed séestiFrom August 1982 to September
1988 Mr. Sloane was a senior mortgage securitygsea and trader for Bear Stearns, L.F. Rothschild, Hutton and Paine Webber.

Mr. Sloane’s broad business and financial expedgemr his knowledge of the Company’s businessebéws of great value to the other
members of the board.

The Board and Board Meetings

Newtel's Board of Directors and management are commitiedsponsible corporate governance to ensuratte@ompany is managed for
the long-term benefit of its shareholders. To #1ad, the Board of Directors and management peadigiceview and update, as appropriate,
the Company’s corporate governance policies anctipes. In doing so, the Board and managementwepiglished guidelines and
recommendations of institutional shareholder orgations and current best practices of similarlyegi#d public companies. The Board of
Directors and management also regularly evaluadeahen appropriate, revise the Company’s corpayat@rnance policies and practices in
accordance with the requirements of the Sarbanésy@ct of 2002 and the rules and listing standésdaed by the SEC and The
NASDAQ® Stock Market, Inc. (“NASDAQ") where the Company®mmon Shares are listed and traded.

During the fiscal year ended December 31, 2013Btierd of Directors held a total of seven meetiiggch director attended at least 75% of
the total number of meetings of the Board of Divestand at least 75% of the meetings of all conemétton which he served.

Corporate Governance Guidelines

The Company has adopted corporate governance gugdditled “Governance Guidelines” which are aaflié at the Investor Relations page
of www.thesba.com The Governance Guidelines are also availableiitt fp any shareholder who requests them. Theseiples were
adopted by the Board of Directors to best ensiatttie Board is independent from management, tieaBbard adequately performs its
function as the overseer of management and todrepre that the interests of the Board and manageatign with the interests of the
shareholders.

On an annual basis, each director and executiveeoff obligated to complete a Directors’ and €dfs’ Questionnaire which requires
disclosure of any transactions with the Companyhich the Director or executive officer, or any nimnof his or her immediate family,
have a direct or indirect material interest.

Committees of the Board of Directors

The Board of Directors currently has two standingmittees: the Audit Committee and the Compensa@amporate Governance and
Nominating Committee. Each member of these comastie independent as defined by applicable NASDA@SEC rules. Each of tl
committees has a written charter approved by trer@of Directors, which is available the Invest@ldions page of on our website at
www.thesba.com
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The Board of Directors’ Audit Committee consistavéssrs. Beck as Chair, Mulia and Kirschner andaips pursuant to its written charter.
The Audit Committee held 10 meetings during therysaled December 31, 2013. The Audit Committe@ibaaized to examine and apprc
the audit report prepared by the independent argditbthe Company, to review and select the inddpenhauditors to be engaged by the
Company, to review the internal audit function amernal accounting controls and to review and apgrconflict of interest or related party
transactions and audit policies.

Director Beck, Chair of the Audit Committee, hagibeletermined by the Board of Directors to be madificial expert” and “independent”
under applicable rules of the SEC and NASDAQ. Iditah, the Board of Directors has determined #iamembers of the audit committee
are “financially literate” as that term is definky applicable NASDAQ and SEC rules.

The Company’s Compensation, Corporate Governamngé&aminating Committee consists of Messrs. Mulg@aCéair, Beck and Kirschner,
all of whom are “non-employee directors” within timeaning of the SEC rules. The Compensation, Catpd@sovernance and Nominating
Committee evaluates the compensation and benétite airectors, officers and employees, recommehasges, and monitors and evalui
employee performance. The Compensation, Corporatei@ance and Nominating Committee did not meeanduhe year ended
December 31, 2013 as meetings were schedulecei@di2 or early 2014 to address compensation amashmatters for the 2013 year. The
Compensation, Corporate Governance and Nominatimgrdittee is generally responsible for identifyirgymorate governance issues,
creating corporate governance policies, identifyang recommending potential candidates for eled¢tiche Board and reviewing executive
and director compensation and performance.

Director Independence

The Board of Directors is required by the GovermaBaidelines to have a majority of members who rttee=tpplicable independence
requirements of the NASDAQ and any applicable auleaw. Each of the following non-employee direste independent and has no
relationship to the Company, except as a diregtdrshareholder.

David C. Beck
Salvatore F. Mulia
Sam Kirschner

The Board of Directors has determined that eadts afirectors, with the exception of Mr. Sloanealifies as “independent” as defined by
applicable NASDAQ and SEC rules. In making thisedgetination, the Board has concluded that noneaedfdamembers has a relationship
which, in the opinion of the Board, would interfaviéh the exercise of independent judgment in dagyut the responsibilities of a director.
It is the policy of the Board of Directors to hagecutive sessions of the independent directorsimge&ithout management at regular
intervals and as requested by a director. DaviBeck presides over these meetings of the indepéulitexctors. All members of the Board of
Directors are encouraged to attend the Annual Mgetf Shareholders. In 2013, Mr. Sloane attendeddtimual Meeting of shareholders and,
Mr. Kirschner, Mr. Beck and Mr. Mulia attended lejephone.

Leadership Structure

Mr. Sloane has served as Chairman and Chief Exec@tificer since 1999 and as President since 20@8continue to believe that our
leadership structure is appropriate since Mr. Sddaas over 25 years of experience in our industrglated businesses, and under his
leadership our management team has executed egsttagt has significantly improved our earningsagh, cash flow stability and
competitiveness.

Board Risk Oversight

While management is responsible for identifyingessing and managing risk, our Board is responfiblésk oversight with a focus on the
most significant risks facing the company. The Birisk oversight includes, but is not limited tbe following risks:

. strategic;
. operational
. compliance; ani

. reputational

At the end of each year, management and the Boartlyjdevelop a list of major risks that the comparioritizes in the following year. In
2013 the Board focused on the following areass¥: ri

+  management compensatic
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. determining Newte’'s lon¢-term growth;

. strategic and operational planning, includiogusitions and the evaluation of the Company’stahptructure and long term debt
financing; anc

. legal and regulatory complianc

The Board has delegated responsibility for the sight of specific risks to Board committees. ThelAewommittee overseas risks associated
with

. the Compan’s financial statements and financial reporti
. mergers and acquisition

. internal controls over financial reportir

. credit and liquidity;

. information technology; an

. security and litigation issue

The Compensation, Governance and Nominating comenibnsiders the risks associated with:
. compensation policies and practic
. management resources, structure, succession ptpanchmanagement developme
. overall governance practices and the structurdeadership of the Board; a

. related person transactions and the code of corfiduatl employees, officers and directc

The Board is kept informed of each committee’s dskrsight and any other activities deemed to etigjerisk via periodic reports from
management and the committee chairs. Our Boargynémes the importance of risk oversight, and ite i® consistent with the Board’s
leadership structure, the CEO and the senior manegeof the Company. Our senior management is rssiple for assessing and managing
risk exposure and the Board and committees of tmdprovide the oversight consistent with thodert.

Director Nominations

In considering whether to recommend any particedendidate for inclusion in the Board of Directaskite of recommended director
nominees, the Compensation, Corporate Governartdlaminating Committee applies the criteria setifan the Governance Guidelines.
These criteria include the candidate’s integritysibess acumen, knowledge of our business andtigdegperience, diligence, absence of
conflicts of interest and the ability to act in tingerest of all shareholders. The committee da¢sssign specific weights to particular crite
and no particular criterion is a prerequisite facle prospective nominee. We believe that the backgls and qualifications of our directors,
considered as a group, should provide a composk®hexperience, knowledge and abilities that waist allow the Board to fulfill its
responsibilities.

Shareholders may recommend individuals to the Cosgt@on, Corporate Governance and Nominating Coteenfor consideration as
potential director candidates by submitting th@imes, together with appropriate biographical infation and background materials. The
recommendation should be sent to the Compens&mmorate Governance and Nominating CommitteeMatthew G. Ash, Secretary,
Newtek Business Services, Inc., 212 West 35th 6t2ee floor, New York, New York 10001. Assumingatiappropriate biographical a
background material has been provided on a tima$yshthe committee will evaluate shareholder-renended candidates by following
substantially the same process, and applying suiiets the same criteria, as it follows for canaliels recommended by our Board or othe
the Board of Directors determines to nominate aedt@derrecommended candidate and recommends his or letioalethen his or her nar
will be included in the proposal for election fbetnext annual meeting.

Shareholders also have the right under our Bylawmtinate director candidates, without any actiorecommendation on the part of the
Compensation, Corporate Governance and Nominatimgrilttee or the Board, by following the procedwesforth under “Shareholder
Proposals” in our proxy statement. Candidates natathby shareholders in accordance with the praesdiet forth in our Bylaws may be
included in our proxy statement and solicitationtfee next annual meeting.

Compensation Committee Interlocks and Insider Partipation

All members of the Compensation, Corporate Govera@md Nominating Committee are independent direcémd none of them are present
or past employees or paid officers of ours or a@nyuo subsidiaries. No member of the Compensattmmporate Governance and Nominating
Committee has had any relationship with us reggidisclosure under Item 404 of Regulation S-K. Noheur executive officers has served
on the board or compensation committee (or othemeittee serving an equivalent function) of any othetity, one of whose executi



officers has served on our Board or Compensationp@ate Governance and Nominating Committee.
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Our Code of Ethics

We have adopted a code of ethics, referred to e€ode of Conduct, which applies to all directans mployees, including the principal
executive, financial and accounting officers. A gap the Code of Conduct will be made availablerupaquest directed to the executive
offices of the Company and may be viewed on thedtor Relations page of on our web site www.thesioa. In addition, we post on our
website all disclosures that are required by laMASDAQ listing standards concerning any amendmentsr waivers from, any provision
of the Code. We also post on our website any amentho, or waivers from, our Code of Conduct atidds that apply to our principal
executive officer and principal financial and aceting officer.

The Audit Committee or the Board of Directors revdeall potential related party transactions on mgoing basis, and all such transactions
must be approved by the Audit Committee or the BadiDirectors. We have not adopted written procesddor review of, or standards for
approval of, these transactions, but instead thditAtommittee or the Board of Directors intendsdwiew such transactions on a case by
basis. In addition, the Compensation, CorporatesBmnce and Nominating Committee or the Board oé®ors reviews and approves all
compensation-related policies involving our direstand executive officers.

The Company pays gross residuals to an indepesdéag organization (“ISO”) controlled by a majoas#holder and former president of the
Company, Jeffrey G. Rubin. The ISO earns grossluesipayments on the merchant processing revemarated for the Company, and in
turn pays commissions to its sales representatisegell as other operating expenses. Gross resigaa by the Company to the ISO for the
years ended December 31, 2013, 2012 and 2011 wprexamately $3,636,000, $3,155,000 and $1,649,08¢pectively. We anticipate tt
Mr. Rubin and his related entities will continueetarn gross residual profits on the merchant psicgsevenue he generated for the Com;
in 2014.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires ourcttims and executive officers and persons who owrentt@an 10% of a registered class of
our equity securities, to file with the SEC and M&SDAQ initial reports of ownership and reportscbanges in ownership of Common
Shares of the Company. Officers, directors andtgréhan 10% shareholders are required by SECatgans to furnish us with copies of all
Section 16(a) forms they file.

To the Company’s knowledge, based solely on Foriasd34, and amendments to such forms, providduet€bmpany by its directors and
executive officers and greater than 10% sharehsldiering 2013, all such required reports were ynfiedd.

Director Compensation

The Board has adopted a plan for compensation mfenaployee directors which gives effect to the tand effort required of each of them in
the performance of their duties. During 2013 conspéon was paid in cash and restricted stock aedtiforth in the table below. Since
November 10, 2010, Directors are paid the follonamgual fees

. for participation on the Board: $50,0(
. as chair of a Committee: $20,0(

. as a committee member: $5,0i

Director Summary Compensation Table®

Fees Non-Equity
Earned Incentive Plan Nonqualified
or Paid Option Deferred All Other
in Stock Awards Compensatior Compensatior Compensatior
Cash Awards Total
® ® ® ®) Earnings ($) ®) ®
David C. Beck 75,00( 45,75( — — — — 120,75(
Salvatore F. Mulii 75,00( 45,75( — — — — 120,75(
Sam Kirschne 60,00( 45,75( — — — — 105,75(

(1) Barry Sloane, the CompasyChairman, Chief Executive Officer and Presidenmmot included in this table as he was an emplojdke
Company in 2013 and thus received no compensationi$ services as a Director. The compensatiogsived by Mr. Sloane as an
employee of the Company is shown in the Summary ggmsation Table beloy
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ITEM 11. EXECUTIVE COMPENSATION

The executive officers of Newtek, and their agespfaDecember 31, 2013, are as follows:

Name Age Position

Barry Sloane 54 Chairman, Chief Executive Officer, and Secre!
Craig J. Brune 65 Executive Vice President, Chief Information Offic
Jennifer Eddelso 41 Executive Vice President, Chief Accounting Offis

Barry Sloaneis the Chairman of the Board, Chief Executive Gfficand Secretary of the Company and has beenemutive officer of each
of the Company-sponsored certified capital compafie more than five years. Previously, from Sejiter993 through July 1995,

Mr. Sloane was a Managing Director of Smith Barrieg, While there, he directed the Commercial aedifential Real Estate Securitization
Unit and, prior to that time, he was national satemager for institutional mortgage and asset lzhskeurities sales. From April 1991
through September 1993, he was founder and Presifléegis Capital Markets, a consumer loan orijoraand securitization business
which was eventually taken public with the naméAxgis Consumer Funding.” From October 1988 throgrch 1991, Mr. Sloane was
Senior Vice President of Donaldson, Lufkin and 8#et where he was responsible for directing saflesortgage-backed securities. From
August 1982 to September 1988 Mr. Sloane was aisamirtgage security salesman and trader for BesrSs, L.F. Rothschild, E.F. Hutton
and Paine Webber.

Craig J. Brunet has served as Executive Vice President and Chiefrivation Officer since January 1, 2012. Mr. Brupedviously served as
Executive Vice President Strategic Planning andkeémg since July, 2006 and as Chairman and Chietttive Officer of the Company’s
Harvest Strategies subsidiary since June, 200n @84 — 1989, Mr. Brunet served as Director cdtgyyic Planning for AT&T, where he
managed all special development and modificatiorstdndard AT&T products to include non-standaidipg, terms and conditions,
hardware and software strategic initiatives, FC@ffea as well as joint venture and/or integrati@quirements for the top 50 AT&T accout
In 1989, Mr. Brunet joined Entergy Corporation as€&utive Vice President responsible for managirgdydirecting the overall Entergy
System retail and wholesale marketing effort inolgdstrategy development, policy preparation anaiagstration, market development and
market analysis and research. During his tenure Rittergy, he served as Chairman of the Stratdgimihg Committee of the Electric
Power Research Institute (EPRI) and served on dadof Directors of Entergy Enterprises guidingisi®ens on unregulated activities
including strategic acquisition and investmentgémeration, distribution and new technology asdetsestically and internationally. From
1993 -1996, Mr. Brunet served as Chairman, CEO and Reasif First Pacific Networks, a leader in theialitlevelopment and deployme
of broadband technologies in the United Stateseamdpe. During this period, he was also ChairmatihefBoard of Credit Depot
Corporation, a publicly traded multi-state mortgagenpany and served as Chairman of both the aaditrittee and compensation
committee.

Jennifer Eddelsonis a certified public accountant licensed in thaesbf New York and has served as Executive ViesiBent and Chief
Accounting Officer of Newtek Business Services, lsince July 1, 2011. Previously Jennifer was eggidy the Company since 2004 as
Corporate Controller, Vice President of FinanciapRBrting since 2006, and in these and her curagddities has had a principal
responsibility for the development and implemeptatf the Compang accounting policies and practices. Previously, Btiklelson practice
as a certified public accountant for eight yearhwanover, LLC, a public accounting firm locatadNiew York, primarily in the audit and tax
area. Ms. Eddelson is a member of the NYS SocieGRAs and a member of the AICPA.
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The individuals who served as the Company’s Chiefdative Officer, Chief Information Officer and @fiiAccounting Officer during 2013,
as well as the other individuals included in thenghary Compensation Table below, are referred tovbels the “named executive officers.”

Compensation Philosophy and Objectives

All of our compensation programs are designedtracttand retain key employees and to motivate tteeathieve, and reward them for
achieving, superior performance. Different prograresgeared to shorter- and longer-term performamitie the goal of increasing
shareholder value over the long-term. Executivepemsation programs impact all employees by segfergeral levels of compensation and
helping to create an environment of goals, rewardsexpectations. Because we believe the perforenainevery employee is important to
our success, we are mindful of the effect of exgeutompensation and incentive programs on allusfemployees.

We believe that the compensation of our executhesild reflect their success as a management tedimer than just as individuals, in
attaining key operating objectives, such as graftbales, growth of operating earnings and earniegshare and growth or maintenance of
market share and long-term competitive advantagg utimately, in attaining an increased marketifor our stock. We believe that the
performance of our executives in managing our Camppeonsidered in light of general economic anctgfwecompany, industry and
competitive conditions, should be the basis foedaining their overall compensation. We also baithat their compensation should not be
based on the short-term performance of our stobkther favorable or unfavorable, but rather thatgtice of our stock will, in the lontgrm,
reflect our operating performance and, ultimatéig, management of the Company by our executivessé¥k to have the long-term
performance of our stock reflected in executive pensation through our equity incentive programaluising stock options and restricted
stock awards.

Role of Executive Officers in Compensation Decisian

The Compensation, Corporate Governance and Nom@&wmmittee supervises the design and implementafi compensation policies for
all executive officers (which include the namedar&ve officers) and overall incentive equity awatd all employees of the Company.
Decisions regarding the non-equity compensatioexetutive officers, other than named executivecefi, are made by the Chief Executive
Officer within the compensation philosophy set bg Committee. Decisions regarding the non-equitypensation of named executive
officers are made by the Chief Executive Officed #me Committee for consistency with the Compargisipensation policies.

The Chief Executive Officer semi-annually revielws performance of each member of the senior exextgam, including named executive
officers (other than himself whose performancesisawed by the Committee). The conclusions reaemedrecommendations based on these
reviews, including with respect to salary adjustteemd annual award amounts, are then presenthd @ommittee by the Chief Executive
Officer. The Committee will review and approve tkeommendations for consistency with the Compaogitapensation policies.

Setting Executive Compensation

During the course of each fiscal year, it has liberpractice of the Chief Executive Officer to mwithe history of all the elements of each
executive officer’s total compensation and the €kieecutive Officer may also compare the compensatif the executive officers with that
of the executive officers in an appropriate madahparison group of companies with a capitalizasionilar to that of the Company. We
seek to set compensation levels that are perceiwédalir, internally and externally, and competitivigh overall compensation levels at other
companies in our industry, including larger comparfrom which we may want to recruit employees. Besv, the Company does not
establish individual objectives in the range of pamative data for each individual or for each eletrmé compensation. Typically, the Chief
Executive Officer sets compensation with respethéoexecutive officers who report to him and pnésé to the Committee for conformity
with the Company’s overall compensation policielse hamed executive officers are not present dirtieof these deliberations. The
Committee then performs a similar review of theeEliixecutive Officer’s total compensation and mat@spensation decisions with respect
to such officer, who does not participate in thetedmination.

We choose to pay each element of compensatiorder ¢o attract and retain the necessary execuleat; reward annual performance and
provide incentive for balanced focus on long-tetrategic goals as well as short-term performanbe. dmount of each element of
compensation is determined by or under the direatioour Committee, which uses the following fastty determine the amount of salary
and other benefits to pay each named executiveeoffi

. performance against corporate and individual objestfor the yeat
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. difficulty of achieving desired results in the comiyear;

. value of their unique skills and capabilities t@gart lon¢-term performance
. performance of their general management respoitigbjland

. contribution as a member of the executive managetaam.

We do not establish individual goals but focustomdverall profitable growth of our business.

Based on the foregoing objectives, we have stradtthie Company’s annual and long-term incentiveethasish and non-cash executive
compensation to motivate executives to achievdtisiness goals set by the Company and reward #mutixes for achieving such goals.

There is no pre-established policy or target feralocation between either cash or non-cash cosapiem. Historically we have granted a
majority of total compensation to executive offie@r the form of cash compensation.

For the year ended December 31, 2013, the princgraponents of compensation for named executiveesff were:

. base salary
. performanc-based incentive compensation based on the Cor’'s and the executi’s performance; an
. retirement and other benefits made available terafployees

Base Salary

The Company provides named executive officers dher@mployees with base salary to compensate theservices rendered during the
fiscal year. Executive base salaries continuefteaeour operating philosophy, our performancereini corporate culture and business
direction, with each salary determined by the sk#ixperience and performance level of the ind&idxecutive, and the needs and resources
of the Company. Base salaries are targeted to mignkels based on reviews of published salary siamd the closest related peer company
compensation since we do not believe that Newtskang peer companies. Base salary ranges for nexeedtive officers are determined
each executive based on his or her position ammbnesibility by using market data from publishedasglsurveys such as Equilar, and the
Company generally attempts to fix each named ekexofficer's salary within the range. We beliehat the Company’s most direct
competitors for executive talent are not necessegitricted to those companies that are includetlé peer company index used to compare
shareholder returns, but encompass a broader gifaxgmpanies engaged in the recruitment and retewti executive talent in competition
with the Company.

During the review of base salaries for senior l@acutives, including the named executive officess primarily consider:

. an internal review of each execuf's compensation both individually and relative toestexecutive officers
. individual performance of the executive; ¢
. a review of the Company’s revenue growth, nebime and cash flow metrics relative to the Comjzaagnual plan as

established by the Boar

Salary levels are typically considered annuallpas of the Company’s performance review processedlsas upon a promotion or other
change in job responsibility. Merit based increasesalaries are based on the Chief Executive &fcassessment of the individual's
performance. Merit based increases to the salafiramed executive officers other than the Chieddtsive Officer are recommended by the
Chief Executive Officer and confirmed by the Contadtand those for the Chief Executive officer setermined by the Committee.

Annual Bonus

Annual bonuses may be awarded to executive offiseder the Company’s cash bonus plan. The Comp@ayes a bonus pool based on
annually determined percentage of the salariel efreployees which it accrues as an expense. Pagmeder the plan are based on the
Company’s overall performance as determined byCthief Executive Officer and the Committee. The Cattem determines any bonus for
the Chief Executive Officer based on, among othigss, a review of the Compamyfevenue growth, net income and cash flow relatvbe
Company’s annual plans as established by the Ba&e Chief Executive Officer in consultation witietCommittee with respect to the
named executive officers, or in consultation with hamed executive officers and other senior leffeders with respect to lower level
employees, determines annual bonuses for otherogegs based on such employee’s performance. Faoosidered include the
achievement of business plans, defined goals aridrpence relative to other companies of a sinslae and business strategy. The mix and
weighting of the factors vary, depending on theifess segment and the executive’s responsibilities.level of achievement and overall
contribution by the executive determines the l@fdonus.
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Equity-Based Compensation

From time to time, at the discretion of the Comedgttthe Company grants equity-based awards, sustb@soptions or restricted stock to the
named executive officers and other employees @ter@ clear and strong alignment between compensaitid shareholder return and to
enable the named executive officers and other grapbto develop and maintain a stock ownershigiposn the company that will vest o
time and act as an incentive for the employeerwame with the Company. Restricted stock and optimayg be granted pursuant to the
Company’s 2003 Stock Incentive Plan or its 201&Ktacentive Plan. The Company’s 2000 Incentivectnd Deferred Compensation
Plan remains in existence but no additional optisards may be made under it since 2010 in accoedaitb its terms. During the
Company’s early years of operation, through appnatély 2005, we relied more frequently than at@nésn equity-based awards due to the
limited resources available to the Company to ettad retain qualified employees and executivesiri that period the Company paid very
little in the form of cash bonuses using insteadityepased awards. Currently, the cash flow of@menpany, permits a more balanced
approach, allowing a combination of cash and ecuitgirds to implement the Company’s compensatioicips|

Under applicable accounting rules, we are requivedeasure the value of equity awards based ofathealue of the award on the grant d
The cost is recognized in our statement of oparataver the period during which an employee isirequto provide service in exchange for
the award, which is usually the vesting period.

Options are awarded at the average of the higineskoavest sale price of the CompasmyZommon Shares on the NASDAQ market on the
of the grant (the “Market Value”). In certain lirad circumstances, the Committee may grant optimas texecutive at an exercise price in
excess of the Market Value of the Company’s Com®@bares on the grant date. The Committee has neaeteg options with an exercise
price that is less than the Market Value of the @any’s common shares on the grant date, nor tgrarited options which are priced on a
date other than the grant date.

Options granted by the Committee typically vestrahe first two to five years of the ten-year optierm, although in certain cases we have
granted options that have vested immediately. ¥gsights cease upon termination of employmentwestied options granted prior to 2008
may be exercised within one year of terminatioh€othan termination for cause) and those gram@®08 and subsequent which have
vested have 90 days after termination in whichxr@se. Prior to the exercise of an option, thielérohas no rights as a shareholder with
respect to the shares subject to such option,dimduwoting rights and the right to receive divideror dividend equivalents.

Upon a change of control, or if earlier, the exeoubf an agreement to effect a change of congitbhptions and restricted stock awards ul
the Company’s 2000 Incentive Stock and Deferred @arsation Plan, its 2003 Stock Incentive Plan g@010 Stock Incentive Plan
become fully vested and immediately exercisabléyitiostanding any other provision of the plan oy agreement.

Benefits and Perquisites

Our executives are generally not entitled to beséifiat are not available to all of our employéeshis regard, it should be noted that we do
not provide pension arrangements, post-retiremeaitth coverage or similar benefits for our exe@sdior employees. The Committee
periodically reviews the levels of benefits provdde executive officers. The named executive offqearticipate in the Company’s 401(k)
savings plan and other benefit plans on the sarsie ba other similarly situated employees. The Gomhas adopted a match for the
Company'’s 401(k) savings plan which consists oisardtionary match of 50% of the first 2% of emm@eycontributions up to a maximum of
1% of the employee’s compensation. At the Compdiscretion the match may be in the form of casB@@mpany Common Shares. In 2013,
a match of $136,976 in Common Shares was appraweavil be paid in March 2014.

The perquisites we provided in fiscal 2013 areodlews. We paid the premiums on life insurance g@es for and certain travel costs for
Mr. Sloane the Chief Executive Officer in the amboih$4,385.

Compensation of the Chief Executive Officer

The Committee determined the compensation for Balwgne, Chairman, Chief Executive Officer and iéezst for 2013. While recognizing
the Chief Executive Officer’'s leadership in builgia highly talented management team and in drithegCompany forward, Mr. Sloane’s
salary was increased to $400,000 in March 2013.Sltrane earned a $100,000 bonus for 2013 (to kipailarch 2014), a $300,000 bonus
earned in 2012 and paid in 2012 and a $100,000deamed in 2011 and paid in 2012. In addition $loane received a grant of 75,000
Common Shares in 2013 which will vest in May 20416¢ he received 400,000 Common Shares in 2011 wiilthest in July 2014,
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with a value as of the date of award of $139,5a0%680,000, respectively. The Committee has deterdhihat this salary and bonus package
is competitive with the labor market median for mme with his skills and talents and is reflecbf¢he Company’s current cash and
financial position and the status of the Compai@osnmon Shares. Mr. Sloaisdhase compensation had previously remained unelangm
2005 through 2012.

Compensation of the Other Named Executive Officers

The Committee approved the 2013 compensation faigQr. Brunet, Executive Vice President and Chiédrimation Officer, and Jennifer
Eddelson, Executive Vice President and Chief ActiogrOfficer as recommended to it by the Chief BExae Officer.

Mr. Brunet's base salary was maintained at $276i0@013, 2012 and 2011. Mr. Brunet did not eaboaus for 2013. In 2012 Mr. Brunet
received an award of 10,000 Common Shares whidh/esk in May 2016, valued at $18,600 and a castubof $41,400. In 2011,
Mr. Brunet was awarded 50,000 Common Shares whiltlvest in July 2014 valued at $85,000 and did rezeive a cash bonus.

Ms. Eddelson’s base salary for 2013 and 2012 wé6,$20 and $230,833, respectively, and $92,500 floiyn 1, 2011 through December 31,
2011. Ms. Eddelson received a $50,000 cash bom@Os8 (to be paid in March 2014). In 2012 Ms. Hdde received a cash bonus of
$50,000 and an award of 10,000 Common Shares wiiithest in May 2016 valued at $18,600. In 2011s.Mddelson received a cash bc
of $35,000 which was paid in 2012, and an awar850800 Common Shares which vest in July 2014, daie&56,000.

The Chief Executive Officer and the Committee hdetermined that these compensation packages angetitire with the labor market
median for managers with their skills and talemd are reflective of the Company’s current cashfarahcial position and the status of the
Company’s Common Shares.

Conclusion

Attracting and retaining talented and motivated aggament and employees is essential to creatingtemngshareholder value. Offering a
competitive, performance-based compensation protpelps to achieve this objective by aligning theliasts of the executive officers and
other key employees with those of shareholdersb@lieve that the Company’s 2013 compensation prognet those objectives.

ADVISORY VOTE ON EXECUTIVE COMPENSATION

At our 2011 annual meeting 98.94% of the votes aaghe advisory vote on executive compensatiopgsal were in favor of holding an
advisory vote of shareholders on executive compEmsand 82.69% of the votes cast were in favdralfling that advisory vote every three
(3) years. The Compensation, Corporate governamté&aminating Committee reviewed these resultsdeidrmined that our shareholders
should vote on a say-on-pay proposal every thraesyéccordingly, the next say-on-pay vote willdieour 2014 annual meeting.

COMPENSATION RISK ASSESSMENT

Our Compensation, Corporate Governance and Nomg&ommittee aims to establish company-wide comgt@rspolicies and practices
that reward contributions to long-term shareholddue and do not promote unnecessary or excessk«aking. In furtherance of this
objective, the Committee conducted an assessmentrafompensation arrangements, including thosedonamed executive officers. The
assessment process included, among other thimgsgieav of our (1) compensation philosophy, (2) cemgation mix and (3) cash and equity-
based incentive plans.

In its review, among other factors, the Committersidered the following:

. Our revenue model and our cash incentive pteno@rage our employees to focus on creating aestpbddictable stream of
revenue over multiple years, rather than focusimguwrent year revenue at the expense of succegdang.

. The distribution of compensation among our @ammpensation elements has effectively balanced-son performance
and lon¢-term performance

. Our cash and equity-based incentive awardsmjunction with management efforts focus on bothrfterm and long-term
goals.

. Our cash and equity-based incentive awardsagoatrange of performance levels and payoutsistmdrage executives

from taking risky actions to meet a single targéhwan all or nothing result of compensation orcompensatior

. Our executives are encouraged to hold a meaningiuber of our Common Shares pursuant to our statecship policy
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Based upon this assessment, our Compensation, @tedovernance and Nominating Committee beligvatsdur company-wide
compensation policies and practices do not crésits that are reasonably likely to have a matewzierse effect on us.

COMPENSATION COMMITTEE REPORT

The Compensation, Corporate Governance and Nom@gq&wommittee of the Company has reviewed and disclithe foregoing
Compensation Discussion and Analysis for fiscal2fEquired by Item 402(b) of RegulatiorkSwith management and, based on such re
and discussions, the Compensation, Corporate Ganeenand Nominating Committee recommended to tleedBaf Directors that the
Compensation Discussion and Analysis be includddigProxy Statement.

THE COMPENSATION, CORPORATE GOVERNANCE AND NOMINATI NG COMMITTEE

Salvatore F. Mulia, Chairman
David C. Beck
Sam Kirschner

SUMMARY COMPENSATION TABLE

The following tables set forth the aggregate corspgan earned by the Company’s Chief Executived®ffi Chief Investment Officer and
Chief Accounting Officer, and next most highly coengated executive officers during 2013 and thepeoious years which we refer to as
named executive officers.

Change in
Pension Value
Non-Equity and All other
Incentive Plan Nonqualified compensatior
Option Deferred
Stock Awards  Compensatior Compensatior (in excess
Awards of $10,000)
Name and Principal Positior Year  Salary ($) Bonus ($) $« $® $ Earnings ($) (%) Total ($)
Barry Sloane, CEO 201: 391,66 100,00(
@ ©) = — — = = 491,66°
201z  350,00( 300,00(®  139,50(®) — — = = 788,75(
2011  350,00( 100,00  680,00(®) — — — — 1,130,00!
Craig J. Brunet, EVP 201 276,00(
and Chief — — — — — — 276,00(
Information Officer 201z  276,00( 41,40 18,60(®) — — — — 335,90(
2011 276,00( — 85,00(®) — — — — 361,00(
Jennifer Eddelson, EV 201:  240,00(
and Chief 50,00(® = — — = = 290,00(
Accounting Officer 201z 230,83: 50,00(® 74,6007 — — = = 355,331
(5) 2011 92,50() 35,00 25,50(® — — — — 243,83

(1) Mr. Sloane received an increase in base salary amciML, 2013

(2) Cash bonus awarded for 2011 performance and p&idig.

(3) Cash bonus awarded for 2012 performance and p&dlig.

(4) The value reported for Stock and Option Awasdthe aggregate grant date fair value of optiorstack awards granted to the named
executive officers in the years shown, determimeacicordance with FASB ASC Topic 718, disregardidgistments for forfeiture
assumptions. The assumptions for making the valoateterminations are set forth in the footnotedit Stock-Based Compensatiot@’
our financial statements in the Comp’s Annual Report on Form -K for the fiscal year ended December 31, 2(

(5) Effective July 1, 2011

(6) Stock grant awarded for 2012 performance, grameDi 3.

(7) $18,600 was for stock grants awarded for 2Crfopmance, granted in 2013; $56,000 was for stwakts awarded for 2011
performance, granted in 201

(8) Stock grant awarded for 2011 performance, grameDi2.

(9) Cash bonus awarded for 2013 performance to beip&id14.
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Equity Compensation Plans

The following table provides information as of Ded#er 31, 2013 with respect to our Common Sharaahg be issued under our equity

compensation plans.

Weighted Average

Number of
Securities to be issued upc Exercise Price of
Outstanding
Exercise of Outstanding Options, Warrants
Options, Warrants
Plan Category and Rights and Rights?
Equity Compensation Plans
Approved by Stockholder®) 2,094,971 $ 1.4t
Equity Compensation Plans Not
Approved by Stockholdel —
Total 2,094,97! $ 1.4¢

Number of
Securities
Remaining Available

for Future Issuance
Under Equity

Compensation Plan:

3,081,06:

3,081,06!

(1) Consists of 4,250,000 common shares under ¢imep@ny’s 2000 Stock Incentive and Deferred Comp@ars®lan, 1,000,000 common
shares under the Comp¢s 2003 Stock Incentive Plan, and 1,650,000 comrhares under the Compé's 2010 Stock Incentive Pla

(2) Excludes 1,503,100 restricted stock rights whichete zero exercise pric

GRANTS OF PLAN BASED AWARDS

The following reflects all grants to our named axe® officers awarded in the fiscal year endeddbaioer 31, 2013, all of which vest on

March 1, 2016.

Estimated Future Payouts Estimated Future Payouts
Under Non-Equity Under Equity Incentive
Incentive Plan Awards Plan Awards
All
Other
Stock
Awards:  All Other Grant
Option Date
Number  Awards:  Exercise Fair
Number of Value of
of or Base Stock
Shares  Securities Price of and
Threshold Target Maximum Threshold Target Maximum of Stock Underlying Option Option
or Units Awards  Awards
Name Grant date (%) ($) ($) (#) (#) (#) (#) Options (#)  ($/Sh) ($)
Barry Sloane, CEO 01/15/201. — — — — — —  75,00( — — 139,50(
Craig J. Brunet, EVP, CIO  01/15/201. — — — — — — 10,00( — — 18,60(
Jennifer C. Eddelson, EVP,
CAO 01/15/201: — — = — — — 10,00( — —  18,60¢



OUTSTANDING EQUITY AWARDS AT 2013 YEAR END

The following table reflects all outstanding equatyards held by our named executive officers d3emfember 31, 2013:

Name

Barry Sloane, CEO

Craig J. Brunet, EVP, CIO

Jennifer C. Eddelson, EVP,

CAO

Option Awards (1)

Stock Awards

Equity
Incentive
Equity Plan
Incentive Awards:
Market Plan Market
Number Awards: or Payout
Value Number
Equity of of of Value of
Incentive Shares  Shares Unearned Unearned
Plan or Units or
Number of Number of Awards: Units Shares, Shares,
Securities Securities Number of of Stock of Units or Units or
Underlying Underlying Securities Stock Other Other
Unexercise( Unexercised  Underlying Option that that Rights Rights
Options Unexerciset  Exercise Option have have that have that have
Options Unexercisabl¢ Expiration not not not not
Exercisable Unearned Price Vested  Vested Vested Vested
(#) (#) Options (#) (%) Date (#) (%) (#) ($)
75,00((2) 139,50(
— — — — — — —  400,00(3) 680,00
10,00((2)  18,60(
100,00(™ 1.57 12/21/1! 50,00((3) 85,00(
100,00(™ — — 1.5C 05/18/1¢ — — 10,60((4) 13,25(
10,00((2)  18,60(
10,0001 1.57 12/21/1! 35,00((3) 56,00(
20,00(®@) — — 1.5C 05/18/1¢ — — 15,00((4) 25,50(
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(1) These options are fully veste

(2) These Common shares were awarded in 2013 afid/elst on the earliest of the following to occ{a) March 1, 2016; (b) a Change in
Control (as defined in the plan) of the Company(®His/her death or total disabilit

(3) These Common shares were awarded in 2011 atidvekt on the earliest of the following to occ{a) July 1, 2014; (b) a Change in
Control (as defined in the plan) of the Company(®His/her death or total disabilit

(4) These Common shares were awarded in 2010 atidvekt on the earliest of the following to occ{a) July 1, 2014; (b) a Change in
Control (as defined in the plan) of the Company(®His/her death or total disabilit

OPTIONS EXERCISED AND STOCK VESTED

There were no stock options exercised nor resttiGiemmon Shares vested during 2013 for the namecligixe officers.

Employment Agreements

The Company has entered into separate employmexdmagnts with the following three executive offger
. Barry Sloane, as Chairman, Chief Executive Offeed Secretary; ar

. Craig J. Brunet, as Executive Vice President anéfChformation Officer; anc

. Jennifer Eddelson, as Executive Vice PresidentGmdf Accounting Office

Barry Sloane, as Chairman and Chief Executive @ffits responsible for implementing the policies@édd by the Company’s Board of
Directors.

Mr. Sloane’s employment agreement provides for:

. A twelve month term through March 31, 2015 at anuah base salary of $400,0(
. at least one annual salary review by the Boardiaddiors;

. participation in any discretionary bonus plan elsaled for senior executive

. retirement and medical plans, customary fringe beneacation and sick leave; a

. $2 million of splitdollar life insurance coverag

Mr. Brunet's employment agreement provides for:

. A twelve month term through March 31, 2015 at anuah base salary of $276,0(
. at least one annual salary review by the Boardiaddiors;

. participation in any discretionary bonus plan elsaled for senior executives; a

. retirement and medical plans, customary fringe beneacation and sick leav

Ms. Eddelson’s employment agreement provides for:

. A twelve month term through March 31, 2015 at anuah base salary of $240,0(
. at least one annual salary review by the Boardigddiors;

. participation in any discretionary bonus plan elsaled for senior executives; a

. retirement and medical plans, customary fringe beneacation and sick leav

Payments upon Change of Control

Mr. Sloane’s employment agreement provides foryarant in the event of non-renewal of his employnier#n amount equal to one and one
half (1.5) times, or in the case of a change otrobior termination other than for cause of theeggnent an amount equal to two (2) times, the
sum of (i) the executive’s base salary in effe¢hattime of termination, plus (ii) the amount ofyancentive compensation paid with respect

to the immediately preceding fiscal year.

Mr. Brunet's and Ms. Eddelson’s employment agreg@sprovide for a payment in the case of terminatitirer than for cause or in
connection with a change in control of the agregmegnal to one (1) times the sum of (i) the exe®si base salary in effect at the time of
termination, plus (ii) the amount of any incents@mpensation paid with respect to the immediatedgeding fiscal year. Mr. Brunet's

employment agreement also provides for a paymetigitase of non-renewal equal to one (1) timestine of (i) the executive’s base salary

in effect at the time of termination, plus (ii) taenount of any incentive compensation paid witlpeesto the immediately preceding fis



year.
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Each employment agreement contains a non-compefitiovision that requires the employee to devobssntially his full business time and
efforts to the performance of the employee’s dutieder the agreement. The employee is not prokibitewever, from:

. serving on the boards of directors of, and holdiffiges or positions in, companies or organizatiatéch, in the opinion of the Board
Directors, will not present conflicts of interestivthe Company; ¢

. investing in any business dissimilar from the Cony's or, solely as a passive or minority investomriy business

Under each of the employment agreements, the Compag terminate an employee’s employment for “paise” as defined in the
agreement, and upon the termination, no severasmefits are available. If the employee voluntai#isminates his employment for “good
reason” as defined in the agreement, or the emplsymployment terminates during the term of the@gent due to death, disability, or
retirement after age 62, the employee will be katito a continuation of his salary and benefiterfithe date of termination through the
remaining term of the agreement. The employeel&stalterminate voluntarily his agreement by prawid60 days written notice to the Board
of Directors, in which case the employee is ertitle receive only his compensation, vested rightstzenefits up to the date of termination.
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Post Termination Payments

The table below reflects the amount of compensdtiahwould be payable to the executive officerdarrexisting arrangements if the
hypothetical termination of employment events désct above had occurred on December 31, 2013, givedncompensation and service
levels as of such date. All payments are payabliaéyCompany in a lump sum unless otherwise noted.

These benefits are in addition to benefits avadlabgardless of the occurrence of such an evertt,asicurrently exercisable stock options,
and benefits generally available to salaried emgisy such as distributions under the Company’sk3@lgn, disability benefits, and accrued
vacation pay. In addition, in connection with aagntination of Mr. Sloane’s employment, the Comparay determine to enter into an
agreement or to establish an arrangement provatiaifional benefits or amounts, or altering thenteof benefits described below, as the
Compensation, Corporate Governance and Nominatimgr@lttee deems appropriate.

The actual amounts that would be paid to our exesaifficers upon termination of employment cardie¢ermined only at the time of their
separation from the Company.

Post Termination Payments

Change Termination
Name in Control Non-Renewa without Cause
Barry Sloane, CE( $1,079,00 $ 809,25 $ 1,079,001
Craig Brunet, EVP, CI( $ 294,60( $ 294,60( $ 294,60(
Jennifer Eddelson, EVP, CA $ 258,60( $ — $ 258,60(

Nonqualified Deferred Compensation

The Company did not have any nonqualified defec@dpensation in the year ended December 31, 2013.

Pension Benefits
The Company had no obligation under pension bepkdits to the named executive officers as of Deezrh, 2013.

Tax and Accounting Implications
Deductibility of Executive Compensati

As part of its role, the Committee reviews and ad&rs the deductibility of executive compensatioder Section 162(m) of the Intert
Revenue Code, which provides that the Company mageduct compensation of more than $1,000,0004hzid to certain
individuals. The Company believes that compensaiaid by the Company is generally fully deductifulefederal income tax purpos:
However, in certain situations, the Committee niayhe future, approve compensation that will neetthese requirements in order to
ensure competitive levels of total compensatioritfoexecutive officers.

Accounting for Stock-Based Compensation

Beginning on January 1, 2006, the Company begasuating for stock-based payments under its threentive stock plans in
accordance with the requirements of FASB Staterh28(R).

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

The table below shows the number of our commoneshaeneficially owned as of March 26, 2014 by:
. each person or group known by us to beneficially owore than 5% of our outstanding common sh

. each director and nominee for direcl
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. each executive officer named in the Summary Conggers Table under the headi“Executive Compensatic” and

. all of our current directors and executive officefshe company as a grot

The number of shares beneficially owned by eacthbider, director or executive officer is determirmdthe rules of the SEC, and the
information does not necessarily indicate bendfmmenership for any other purpose. Under such rleseficial ownership includes any
shares over which the person or entity has so#hared voting power or investment power and alyoshares that the person or entity can
acquire within 60 days of February 14, 2014 throtighexercise of any stock option or other riglat. pFurposes of computing the percentage
of outstanding shares of common shares held by pason or entity, any shares that the persontiy dras the right to acquire within 60
days after February 14, 2014 are deemed to beaodisiy with respect to such person or entity betrent deemed to be outstanding for the
purpose of computing the percentage of ownershangfother person or entity. Unless otherwise agid, each person or entity has sole
investment and voting power (or shares such povithrivis or her spouse) over the shares set forthérfollowing table. The inclusion in the
table below of any shares deemed beneficially owdtees not constitute an admission of beneficialenship of those shares. As of March
2014, there were 35,438,668 Common Shares issuktdustanding.

Total
Beneficial
Shares Right to Ownership  Percen
Name and Address of Beneficial Owne(® Owned Acquire® @ of Clast
David C. Beck 188,15 39,68¢ 227,83¢ *
Craig J. Brune 86,73 200,00( 286,73¢ *
Jennifer C. Eddelsc 13,37C  30,00( 43,37( *
Sam Kirschne 79,301 — 79,301 *
Salvatore F. Mulit 86,62¢ — 86,62¢ *
Jeffrey G. Rubir®) 4,291,50! — 4,291,500 12.11%
Barry Sloane 4,727,46. — 4,727,46: 13.3%%
All current directors and executive Officers agaugp (7 persons 9,742,841 27.4%

* Less than 1% of total common shares outstandireg Bsbruary 14, 201

(1) Unless otherwise stated, the address of easlopdisted is c/o Newtek Business Services, Rit2, W. 35h Street, 2dfloor, New York,
New York 10001

(2) Number of shares underlying stock options whichexercisable as of February 14, 2014, or which imecexercisable 60 da
thereafter

(3) As of February 14, 2014 except with respect to Rrbin as of March 14, 200

(4) Resigned as President March 7, 2(
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ITEM 13. CERTAIN RELATIONSHIPS, RELATED PARTY TRANS ACTIONS AND DIRECTOR INDEPENDENCE

The Company may from time to time provide busiresices to executives of the Company or their flamembers. These transactions are
conducted at arm’s length and do not representtarrabportion of the Company’s revenues. In paittc, the Board considered the
compensation paid to Jeffrey G. Rubin and his eélantities in connection with Mr. Rubin’s busine$acting as an independent service
organization in the aggregation of electronic payhpeocessing customers. That review determineath&ransactions have been negotiated
to be on a fully arm’s length basis consistent wéttms generally available in the market for simifansactions.

The Company’s Code of Conduct provides that whenpatential conflict exists, it must be properlgdosed and an appropriate
determination made by the Company. The ChairmanCi@ is ultimately responsible for the determinatibhe Company’s policies and
procedures were followed in connection with altteé above.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

McGladrey LLP and CohnReznick LLP served as the gamy’s independent registered public accounting fior the years ended
December 31, 2013 and December 31, 2012, resplctive

Fees for professional services rendered to the @aynpy McGladrey LLP during the fiscal year endegt®mber 31, 2013 were as follows
(in thousands):

Audit Fees $57C
Audit Related Fee 23
All Other Fees _ 58

Total Fees $651

Fees for professional services rendered to the @agnpy CohnReznick LLP during the fiscal year enBedember 31, 2012 were as follows
(in thousands):

Audit Fees $72E

Audit Related Fee 60

All Other Fees —
Total Fees $78¢t

Audit Fees The audit fees for the fiscal years ended Dece®beP013 and 2012 were for professional servicedered in connection with
the audits of the Company’s annual financial sta&tets, assistance with review of documents filedhwie SEC, consents and other services
required to be performed by our independent regidtpublic accounting firm.

Audit-Related FeesAll other fees billed to the Company by McGladrdyA.and CohnReznick LLP during the fiscal years ende
December 31, 2013 and 2012 for non-audit servindsaasurance and related services for attestatmn®quired by law.

Tax FeesNo fees were billed to the Company by McGladrey ldrfel CohnReznick LLP during the fiscal years eridedember 31, 2013
and 2012 for professional services rendered in ection with tax compliance, tax advice, and taxplag.

All Other FeesNone.

In accordance with the Audit Committee Charterpéthe foregoing audit and non-audit fees paidrid the related services provided by
McGladrey LLP and CohnReznick LLP were pre-approbgdhe Audit Committee.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(@)1, Financial Statement
(a)(2) Exhibits.

The following exhibits are filed herewith or areanrporated by reference to exhibits previouslydfikdth the Securities and
Exchange Commissio

Number Description
3.1 Amended and Restated Certificate of IncorporatioN@wtek Business Services, Inc., as amended (racated by reference
herein to Exhibit 3.1 to Newt’'s Quarterly Report on Form -Q for the quarter ended June 30, 2010, filed Au@@s2010)
3.2 Bylaws of Newtek Business Services, Inc. (Incorpetay reference to Exhibit 3.2 to Newtek’s Registm Statement on
Form &4, No. 33-115615, filed August 11, 200(
10.1 Employment Agreement with Barry Sloane, dated M&th2014
10.2 Employment Agreement with Craig J. Brunet, dateddid. 8, 2014
10.3 Employment Agreement with Jennifer C. Eddelsonedd&flarch 17, 201+
10.4 Lease and Master Services Agreement dated March00g, between CrystalTech Web Hosting, Inc. an®dta Centers

(Incorporated by reference to Exhibit 10.4 to Ndvg&uarterly Report on Form 10-Q for the quarteded March 31, 2007,
filed May 15, 2007)

10.5.: Loan and Security Agreement, dated as of AprilZ,0, between CrystalTech Web Hosting, Inc., Nev@elall Business
Finance, Inc. and Capital One, N.A. (Incorporatgddierence herein to Exhibit 10.16.1 to Newtekigi@nt Report on Form 8-
K, filed May 4, 2010)

10.5.: Guaranty of Payment and Performance, dated as iiff 2 2010, between Newtek Business Services,dnd Capital One
Bank, N.A. (Incorporated by reference herein toiBiH0.16.2 to Newte's Current Report on Forn-K, filed May 4, 2010)

10.6.: Newtek Business Services, Inc. 2010 Stock Incemle@ (Incorporated by reference herein to ExHiBitL7 to Newte's Curren
Report on Form-K, filed June 14, 2010
10.6.: Form of ISO Stock Option Agreement for Newtek’s Q@tock Incentive Plan (Incorporated by referenereim to

Exhibit 10.17.2 to Newte' s Quarterly Report on Form -Q for the quarter ended June 30, 2010, filed Au@@s2010)

10.6.: Form of Non-1SO Stock Option Agreement for NewteRGLO Stock Incentive Plan (Incorporated by refeedmerein to
Exhibit 10.17.3 to Newte' s Quarterly Report on Form -Q for the quarter ended June 30, 2010, filed Au@@s2010)

10.6.¢ Form of Stock Appreciation Rights Agreement for Nelis 2010 Stock Incentive Plan (Incorporated bgmence herein to
Exhibit 10.17.4 to Newte' s Quarterly Report on Form -Q for the quarter ended June 30, 2010, filed Au@@s2010

10.6.t Form of Restricted Share Award Agreement for Nevgt@R10 Stock Incentive Plan (Incorporated by refiee herein to
Exhibit 10.17.5 to Newte's Quarterly Report on Form -Q for the quarter ended June 30, 2010, filed Au@2s2010.’
10.7.: Loan and Security Agreement, dated as of Decenthe2d10, between Newtek Small Business Finance aimtt Capital One

Bank, N.A. (Incorporated by reference herein toiBitt10.18.1 to Newtek’s Current Report on Form gfiked December 20,
2010, as amended on March 2, 20:

10.7.: Guaranty Agreement, dated as of December 15, 2Et@een Newtek Business Services, Inc. and Capital Bank, N.A.
(Incorporated by reference herein to Exhibit 1218.Newtek’s Current Report on Form 8-K, filed Batber 20, 2010, as
amended on March 2, 201

10.7.: Amended and Restated Loan and Security Agreematgdds of June 16, 2011, by and between Newtel Boginess
Finance, Inc. and Capital One, N.A. (Incorporatgddierence herein to Exhibit 10.8.3 to Newtek’st€at Report on
filed June 21, 2011
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10.7.4

10.7.5

10.8.1

10.8.2

10.8.3

10.9.1

10.9.2

10.9.3

10.10.1

10.10.2

21.1
23.1
23.2
311

31.2

32.1

32.2

101.SCF
101.CAL
101.LAB
101.PRE

Amended and Restated Guaranty of Payment and Rexfe, dated as of June 16, 2011, by and betwestekl8usiness
Services, Inc., and Capital One, N.A. (Incorpordigdeference herein to Exhibit 10.8.4 to NewtdaRigrent Report on Form
8-K, filed June 21, 2011

Amendment to Loan Documents, dated October 6, 200l &nd among Newtek Small Business Finance, Gapjtal One
Bank, N.A. and each of the guarantors listed orstheature pages thereto (Incorporated by referbacein to Exhibit 10.8.5
to Newtel's Current Report on Forn-K, filed October 11, 2011

Newtek Small Business Loan Trust Class A Notesdi@tecember 22, 2010 (Incorporated by referenceihey Exhibit
10.19.1 to Newte's Current Report on Forn-K, filed December 23, 2010

Amended Newtek Small Business Loan Trust Class fedlalated December 29, 2011 (Incorporated byaréerherein to
Exhibit 10.19.2 to Newte's Current Report on Forn-K, filed January 5, 2012

Additional Newtek Small Business Loan Trust Claskldtes, dated December 29, 2011 (Incorporated feyeece herein to
Exhibit 10.19.3 to Newte's Current Report on Forn-K, filed January 5, 2012

Loan and Security Agreement, dated as of Februgyr2@11, by and between CDS Business ServicesaimtSterling
National Bank (Incorporated by reference hereiBxhibit 10.10.1 to Newte's Current Report on Form 8-K, filed March 3,
2011).

Guaranty, dated as of February 28, 2011, by anddest Newtek Business Services, Inc. and SterlirtipNal Bank
(Incorporated by reference herein to Exhibit 1®210.Newtel's Current Report on Forn-K, filed March 3, 2011)

Amendment No. 1, dated December 5, 2012, to LodrSaturity Agreement, dated as of February 28, 200 And between
CDS Business Services, Inc. and Sterling NatiormalkB(Incorporated by reference herein to ExhibiB1Dto Newtek’s
Current Report on Form-K, filed December 11, 2012

Credit Agreement by and between Newtek Busines&@ss; Inc. and Several Lenders dated as of Apti®P12 (Incorporate
by reference to Exhibit 10.10.1 to New's Current Report on Forn-K filed May 1, 2012)

Warrant issued to Summit Partners Credit Advidef®,, dated April 25, 2012 (Incorporated by refereto Exhibit 10.10.1 to
Newtel's Current Report on Forn-K filed May 1, 2012)

Subsidiaries of the Registrant filed herew
Consent of McGladrey LLP filed herewit
Consent of CohnReznick LLP filed herewi

Certification by Principal Executive Officer reqed by Rule 13a-14(a) and 15d-14(a) under the Exghawnt, as amended
filed herewith.

Certification by Principal Financial Officer reqad by Rule 13a-14(a) and 15d-14(a) under the Exgghawct, as amended
filed herewith.

Certification by Principal Executive Officer pursudao 18 U.S.C. Section 1350, as adopted pursoasettion 906 of the
Sarbane-Oxley Act of 2002 filed herewitt

Certification by Principal Financial Officer pursuao 18 U.S.C. Section 1350, as adopted pursoasecttion 906 of the
Sarbane-Oxley Act of 2002 filed herewitt

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Labels Linkbase Docurr
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, INC.

Date: March 31, 2014 By: /'s/ BARRY SLOANE

Barry Sloane
Chairman and Chief Executive Officer
(Principal Executive Officer)

Date: March 31, 2014 By: /'s/ JENNIFERE DDELSON

Jennifer Eddelson
Chief Accounting Officer
(Principal Financial Officer and Principal Accounting Officer)

In accordance with the Exchange Act, this repostieen signed below by the following persons oralietf the registrant and in the
capacities and on the dates indicated.

Signature m Date
/s/ BARRY SLOANE Chairman of the Board, President, Chief March 31, 2014
Barry Sloane Executive Officer and Secretary

(Principal Executive Officer

/'s/ JENNIFERE DDELSON Chief Accounting Officer (Principal March 31, 2014
Jennifer Eddelson Financial Officer and Principal
Accounting Officer)

/s/ Davib C. BECck Director March 31, 2014
David C. Beck
/sl  SALVATORE M ULIA Director March 31, 2014

Salvatore Mulia

/s/  SAMUEL K IRSCHNER Director March 31, 2014
Samuel Kirschner

75



Table of Contents
NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
INDEX TO FINANCIAL STATEMENTS

Table of Contents

PAGE NO.
Reports of Independent Registered Public Accourfiings F-1
Consolidated Statements of Income for the yearseimecember 31, 2013, 2012 and 2 F-3
Consolidated Balance Sheets as of December 31,&81201- F-4
Consolidated Statements of Changes in Stockh¢ Equity for the years ended December 31, 2013, 20022011 F-5
Consolidated Statements of Cash Flows for the yeailed December 31, 2013, 2012 and F-6
Notes to Consolidated Financial Statem F-8

76



Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
Newtek Business Services, It

We have audited the accompanying consolidated balsimeet of Newtek Business Services, Inc. andidahes as of December 31, 2013,
and the related statements of income, changesdhtsblders’equity and cash flows for the year then ended. &fieancial statements are
responsibility of the Company’s management. Oupaaesibility is to express an opinion on these foiahstatements based on our audit. The
consolidated financial statements of Newtek Busirisrvices, Inc. and Subsidiaries as of Decemhe2@®2, and for the years ended
December 31, 2012 and 2011 were audited by otttitoms and whose report, dated April 1, 2013, egpee an unqualified opinion on those
statements.

We conducted our audit in accordance with the statgdof the Public Company Accounting OversightriBq&nited States). Those stande
require that we plan and perform the audit to ebtaasonable assurance about whether the finataiaiments are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isrirdl control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigraniglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evideapparting the amounts and disclosures
in the financial statements, assessing the acaayptinciples used and significant estimates mad@&nagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provides a reasonable basis foopimion.

In our opinion, the 2013 consolidated financiatestaents referred to above present fairly, in altarial respects, the financial position of

Newtek Business Services, Inc. and Subsidiaried Becember 31, 2013, and the results of theirafmrs and their cash flows for the y
then ended in conformity with U.S. generally acedpdccounting principles.

McGladrey LLP

New York, NY
March 31, 201«
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Newtek Business Services, It

We have audited the accompanying consolidated balsimeet of Newtek Business Services, Inc. andidahes as of December 31, 2012,
and the related consolidated statements of incoh@ages in equity and cash flows for the years@&ibeember 31, 2012 and 2011. Newtek
Business Services, Inc. and Subsidiaries’ manageimessponsible for these financial statements.r@sponsibility is to express an opinion
on these consolidated financial statements basedioaudits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheotisolidated financial statements are
of material misstatement. The Company is not reguio have, nor were we engaged to perform, an afiids internal control over financial
reporting. Our audit included consideration of intd control over financial reporting as a basisdesigning audit procedures that are
appropriate in the circumstances, but not for tingpse of expressing an opinion on the effectiveiéshe Company’s internal control over
financial reporting. Accordingly, we express nolsopinion. An audit also includes examining, omst basis, evidence supporting the
amounts and disclosures in the consolidated fimhistatements, assessing the accounting prinaigled and significant estimates made by
management, as well as evaluating the overall dioladed financial statement presentation. We belighat our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the financial position of Newtek
Business Services, Inc. and Subsidiaries as ofBleer31, 2012, and their results of operationscasth flows for the years ended December
31, 2012 and 2011, in conformity with accountintgiples generally accepted in the United State&roérica.

/sl CohnReznick LLF
Jericho, New Yorl
April 1, 2013
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2013, 2012 AND 201
(In Thousands, except for Per Share Data)

2013 2012 2011
Operating revenue
Electronic payment processil $ 89,65 $ 85,48! $ 82,47:
Web hosting and desi¢ 17,37¢ 18,20¢ 19,18
Premium incom 19,45¢ 12,36" 12,46¢
Interest incom 4,83¢ 3,42 2,62¢
Servicing fee incom- NSBF portfolio 2,76¢ 2,29¢ 1,63t
Servicing fee incom- external portfolios 3,79¢ 4,56¢ 1,46¢€
Income from tax credit 11< 52z 1,39(
Insurance commissior 1,73 1,20¢ 1,071
Other income 3,85¢ 3,061 3,02¢
Total operating revenut 143,59: 131,13 125,33
Net change in fair value ¢
SBA loans (1,22¢) (1,019 (5,497
Warrants — (117 —
Credits in lieu of cash and notes payable in csdditieu of cast 21 3 (137)
Total net change in fair valt (1,205 (1,127 (5,624
Operating expense
Electronic payment processing cc 75,76 72,18: 69,38¢
Salaries and benefi 24,36( 22,31 21,04
Interest 5,86: 4,49t 3,41¢
Depreciation and amortizatic 3,28¢ 3,03¢ 3,95¢
Provision for loan losse 1,322 81C 763
Lease restructuring charg — — 99C
Other general and administrative cc 20,72¢ 17,73: 18,13:
Total operating expens 131,31¢ 120,57( 117,68
Income before income tax 11,06¢ 9,43¢ 2,02¢
Provision (benefit) for income tax 3,91¢ 3,88 (1,199
Net income 7,151 5,557 3,22:
Net loss attributable to n-controlling interest: 377 86 112
Net income attributable to Newtek Business Seryitres $ 7,52¢ $ 5,64 $ 3,33
Weighted average common shares outstan
Basic 35,29¢ 35,521 35,70¢
Diluted 37,90¢ 36,74 36,07
Basic income per sha $ 0.21 $ 0.1¢ $ 0.0¢
Diluted income per shal $ 0.2 $ 0.1 $ 0.0¢

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

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2013 AND 2012
(In Thousands, except for Per Share Data)

2013 2012
ASSETS
Cash and cash equivalel $ 12,50¢ $ 14,22¢
Restricted cas 16,871 8,45¢
Broker receivabls 13,60¢ 16,69¢
SBA loans held for investment, net (includes $18,88d $12,910, respectively related to securitizatiiust VIE;
net of reserve for loan losses of $1,811 and $2 &&pectively 10,68¢ 14,64
SBA loans held for investment, at fair value (irt#s $74,387 and $22,931, respectively, relateddorgization
trust VIE) 78,95 43,05¢
Accounts receivable (net of allowance of $871 ab@ll$ respectively 11,60: 10,87:
SBA loans held for sale, at fair val 4,73¢ 89¢
Prepaid expenses and other assets, net (incluge872nd $1,123, respectively, related to secatitin trust VIE) 18,54¢ 11,01«
Servicing assets (net of accumulated amortizatimhadlowances of $7,909 and $6,755, respecti 6,77¢ 4,68
Fixed assets (net of accumulated depreciation armtezation of $10,547 and $10,885, respectiv 3,741 3,52¢
Intangible assets (net of accumulated amortizaifdd2,243 and $5,591, respective 1,24( 1,55¢
Credits in lieu of cas 3,641 8,70z
Goodwill 12,09: 12,09:
Deferred tax asset, n 3,60¢ 2,31¢
Total asset $198,61. $152,74.
LIABILITIES AND EQUITY
Liabilities:
Accounts payable, accrued expenses and otheiitied $ 14,68¢ $ 11,20¢
Notes payabli 41,21¢ 39,82
Note payable- Securitization trust VIE 60,14( 22,03¢
Capital lease obligatio 642 632
Deferred revenu 1,272 1,43i
Notes payable in credits in lieu of ce 3,641 8,70:
Total liabilities 121,60: 83,84(
Commitments and contingenci
Equity:
Newtek Business Services, Inc stockhol’ equity:
Preferred stock (par value $0.02 per share; authadrl,000 shares, no shares issued and outstal — —
Common stock (par value $0.02 per share; authoB2¢@00 shares, 36,913 issued; 35,385 and 35,178
outstanding, respectively, not including 83 shéueld in escrow 73¢ 73¢
Additional paic-in capital 61,34¢ 60,60¢
Retained earning 14,53¢ 7,00¢
Treasury stock, at cost (1,528 and 1,735 sharsgectively) (1,279 (1,50¢)
Total Newtek Business Services, Inc. stockho! equity 75,34« 66,84
Non-controlling interest: 1,66¢ 2,05¢
Total equity 77,00¢ 68,90:
Total liabilities and equit' $198,61. $152,74.

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

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’

Balance at December 31, 2010
Issuance of treasury shai
Purchase of treasury sha

Grant of restricted stock awa
Purchase of nc-controlling interes
Net income

Balance at December 31, 20

(In Thousands)

EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2013, 2012 AND 201

Cumulative-effect adjustment, consolidation of

Expo

Deconsolidation of non-controlling interest fo

ExpcC's interest in subsidial

Expiration of subsidiary non-controlling interest

warrants
Exercise of option
Issuance of treasury shal
Purchase of treasury sha
Grant of restricted stock awa
Issuance of warrant to Sumr
Purchase of n¢-controlling interes
Net income

Balance at December 31, 20
Issuance of restricted sto

Grant of restricted stock awar
Forfeitures of restricted stot
Issuance of treasury shai
Exercise of stock optior
Purchase of nc-controlling interes
Net income

Balance at December 31, 20

Number
of Shares
Number of
of Non-
Shares of Common  Additional Retained  Treasury  Treasury  controlling
Common Paid-in
Stock Stock Capital Earnings Stock Stock Interest Total
36,70 $ 734 $57,65( $(3,43¢) 1,03 $ (665 $ 1,30¢ $55,59¢
— — 27 — (49) 59 — 86
— — — — 13 (16) — (16)
— — 47¢ — — — — 47¢
- - (19€) - - - (17) (219)
— — — 3,33¢ — — (112)  3,22:
36,70: 734 57,96( (207 99¢ (620) 1,18( 59,15
— — — 1,46¢ — — 2,29( 3,75¢
— — (231) — — — (76€) (999)
— — 337 — — — (337) —
21z 4 — — — — _ 4
— — 25 — (67) 79 — 104
- - - - 80¢ (967) - (967)
— — 49¢ — — — — 49¢
— — 2,07( — — — — 2,07(
— — (51) — — — (224) (27%)
— — — 5,64% — — (86) 5,557
36,91 73¢ 60,60¢ 7,00¢ 1,73¢ (1,509 2,05¢ 68,90:
— — — — (15) — — —
— — 80C — — — — 80C
— — ® - — — — ®
— — 47 — (49 59 — 10€
- - 33 - (143 17¢ - 205
— — (132) — — — (13) (145)
- - - 7,52¢ - - (377) 7,151
36,91! $ 73E $61,34¢ $14,53¢ 1,52¢  $(1,279) $ 1,665 $77,00¢

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2013, 2012 AND 201

(In Thousands)

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net caskigeal by (used in) provided by
operating activities
Income from tax credit
Accretion of interest expen:
Fair value adjustments on SBA loc
Fair value adjustment of credits in lieu of casH antes payable in credits in lieu
cash
Fair value adjustment on warral
Deferred income taxe
Depreciation and amortizatic
Accretion of discoun
Provision for loan losse
Lease restructuring charg
Other, ne
Changes in operating assets and liabilii
Originations of SBA loans held for s¢
Originations of SBA loans transferred, subjectitenpium recours
Proceeds from sale of SBA loans held for :
Proceeds from sale of SBA loans, achieving sates
Liability on SBA loans transferred, subject to prem recourst
Broker receivabli
Accounts receivabl
Prepaid expenses, accrued interest receivablethed asset
Accounts payable, accrued expenses, other liagsildnd deferred reven
Other, ne
Net cash provided by (used in) operating activi
Cash flows from investing activitie
Investments in qualified busines
Returns of investments in qualified busines
Purchase of fixed assets and customer acct
SBA loans originated for investment, 1
Payments received on SBA loc
Change in restricted ca
Purchase of nc-controlling interes
Net cash used in investing activiti

2013 2012
$ 7,157 $ 5,557
(119) (522)
13¢ 52¢
1,22¢ 1,01%
(21) ©)
— 111
(1,289 (2,245)
3,28¢ 3,03¢
51F 247
1,322 81C
— (291)
1,92¢ 94€
(135,16 (83,349
131,73 84,74:
3,00: (11,78%)
(1,279) (2,766)
(7,450) 3,24¢
3,717 (597)
(3,817) (3,026)
4,97 (4,354)
— (1,651)
1,53¢ 232
(2,037) (3,055)
(42,88%) (24,190()
7,40¢ 4,99¢
— 1,441
(14E) (275)
(36,12) (22,49

See accompanying notes to these consolidated falastatements.
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2011

$ 3,220

(1,390
1,25¢
5,49:

131

(2,879
3,95¢

765
99(C
394

(74,546
(274)
73,87
27,85t
(30,789
7,14¢
(519
(3,099
2,78:
(2,987
11,40¢

242
(1,49¢)
(22,26¢)
4,67:
1,23¢
(196)
(17,810
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS—(Continued)
FOR THE YEARS ENDED DECEMBER 31, 2013, 2012 AND 201
(In Thousands)

2013 2012 2011
Cash flows from financing activitie
Net borrowings on bank lines of cre $ 1,45 $18,387 $ 1,03¢
Increase in cash due to consolidation of new sidryi — 2,76 —
Proceeds from term loe — 10,00( —
Payments on bank term note paye (417) (417) (4179)
Payments on senior not (7,522 (4,567 (2,827
Issuance of senior notes, net of issuance 45,34 — 13,51
Change in restricted cash due to debt refinan — — (750
Change in restricted cash related to securitiz: (7,769 5,05z (2,959
Additions to deferred financing cos (1,867 (1,24¢) —
Proceeds from exercise of stock optir 19¢ — —
Purchase of treasury sha — (967) (a6
Other, ne 10 86¢ (364
Net cash provided by financing activiti 29,42¢ 29,88( 7,22¢
Net (decrease) increase in cash and cash equis (1,72)) 3,02¢ 81¢
Cash and cash equivale—beginning of yea 14,22¢ 11,20! 10,38:
Cash and cash equivale—end of yea $12,50¢  $14,22¢  $11,20:
Supplemental disclosure of cash flow activities
Cash paid for intere: $ 398 $ 284 $ 1,34¢
Cash paid for taxe $578. $5402 $1,28(
Non-cash investing and financing activities:
Reduction of credits in lieu of cash and notes pleya credits in lieu of cash balances due toveeli of
tax credits to Certified Investo $518. $ 9362 $19,48.
Additional paid in capital, upon acquisition of sidiaries no-controlling interest: $ 12¢ $ — $ —
Conversion of loans held for investment to othat estate owne $ 628 $ 42 §$ 241
Addition to assets and liabilities on January 11, 28s a result of consolidation of Exponential efaN
York, LLC
Assets $ — $276 $ —
Liabilities — 7 —
Equity $ — $275€ $ —
Addition to additional paid-in capital for warrardgpired previously attributable to non-controlling
interests $ — $ 33 $ —
Initial allocation of value issued to warrants isdlin financing transactic $ — $195¢ $ —

See accompanying notes to these consolidated falatatements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1—DESCRIPTION OF BUSINESS AND BASIS OF PRESENRATION:

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

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 Newtek Small Busingsan€e, Inc. (‘NSBF”), a nationally licensed, USSnall
Business Administration (“SBA”") lender that origtea, sells and services loans to qualifying smadifesses, which are partially guaranteed
by the SBA and CDS Business Services, Inc. d/biatéleBusiness Credit (“NBC”) which provides recdilafinancing 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, direct&etiag, provides technology oversight and guidacoeydinates
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 genesateash income from tax
credits and non-cash interest expense and insuexpemses in addition to cash management fees.

The consolidated financial statements of Newtekifiss Services, Inc., its Subsidiaries and conatdiientities (the “Company” or
“Newtek”) have been prepared by the Company in @nae with accounting principles generally acogmethe United States of America
and include all wholly- and majority-owned subsitéa, and several portfolio companies in which@agcos own non-controlling interest, or
those variable interest entities of which Newtekaasidered to be the primary beneficiary. All mtempany balances and transactions have
been eliminated in consolidation. Non-controllingerests (previously shown as minority interests)raported below net income (loss) under
the heading “Net loss attributable to non-contngjlinterests” in the consolidated statements afrime and shown as a component of equity in
the consolidated balance sheets.

Non-controlling interests

Non-controlling interests in results of operationscohsolidated variable interest entities and majarivned subsidiaries represents the non-
controlling members’ share of the earnings or twfidhe consolidated variable interest entities avajority-owned subsidiaries. The non-
controlling interest in the consolidated balanceesimeflects the original investment by these nomtiolling members, along with their
proportional share of earnings or losses.

All financial information included in the tables the 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.

During 2012, the Company revised its estimatetieramortization period of the servicing asset. $lesee Note 5 to the Consolidated
Financial Statements for a full discussion.

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

Electronic payment processing revenueklectronic payment processing and fee income iveldfrom the electronic processing of credit
and debit card transactions that are authorizeccaptlired through third-party networks. Typicattyerchants are charged for these
processing services on a percentage of the datlauat of each transaction plus a flat fee per aatisn. Certain merchant customers are
charged miscellaneous fees, including fees for lvandharge-backs or returns, monthly minimum festatement fees and fees for other
miscellaneous services. Revenues derived fromléuotrenic processing of MasterCaf@nd Visa® sourced credit and debit card transactions
are reported gross of amounts paid to sponsor banks

Web hosting revenueManaged technology solutions revenue is primamdsivid from monthly recurring service fees for thse of its web
hosting, web design and software support servicestomer set-up fees are billed upon service tiatiaand 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 weknigcestid related services in advance of
the reporting period date. Revenue for cloud relagrvices is based on actual consumption usecclmud customer.

Income from tax credits: Following an application process, a state will fyodi company that it has been certified as a Caple.state or
jurisdiction then allocates an aggregate dollar @amof tax credits to the Capco. However, such amh@uneither recognized as income
otherwise recorded in the financial statementsesihbas yet to be earned by the Capco. The Capentitled to earn tax credits upon
satisfying defined investment percentage thresheltlin specified time requirements. Newtek has €@apoperating in five states and the
District of Columbia. Each statute requires that @apco invest a threshold percentage of “certifeguital” (the funds provided by the
insurance company investors) in businesses deéineplialified within the time frames specified. As Capco meets these requirements, it
avoids grounds under the statute for its disqualifon for continued participation in the Capcogyeom. Such a disqualification, or
“decertification” as a Capco results in a permameoapture of all or a portion of the allocated ¢aedits. The proportion of the possible
recapture is reduced over time as the Capco renrageneral compliance with the program rules aegtsithe progressively increasing
investment benchmarks. As the Capco progressésiimvestments in Qualified Businesses and, aceglyli places an increasing proportion
of the tax credits beyond recapture, it earns aoustequal to the non-recapturable tax creditsrandrds such amount as income, with a
corresponding asset called “credits in lieu of Easlthe balance sheet.

The amount earned and recorded as income is 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 percentageatgapturable tax credits is accelerated, theepteslue 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 Capcaréases credits in lieu of cash with a correspandecrease to notes payable in credits in lieu
of cash.

Sales and Servicing of SBA LoandNSBF originates loans to customers under the SBfynam that generally provides for SBA guarantees
of 75% to 90% of each loan, subject to a maximuergotee amount. This guaranteed portion is gegerall
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sold to a third party via an SBA regulated secopdaarket transaction utilizing SBA Form 1086 foprice equal to the guaranteed loan
amount plus a premium. Prior to October 1, 2010BR&cognized the revenue item “Premium on loaessalet of capitalized loan expen:
and the discount on the retained unguaranteedpogubsequent to the adoption of fair value of SB#) loans on October 1, 2010, NSBF
recognizes premium on loan sales as equal to step@mium plus the fair value of the initial semg 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 recoaorsetCompany for failure of customers to pay an®eontractually due.

Subsequent measurements of each class of sergisgggs and liabilities may use either the amoitizahethod or the fair value measuren
method. NSBF has chosen to apply the amortizatiethad to its servicing asset, amortizing the assptoportion to, and over the period of,
the estimated future net servicing income on treeuging sold guaranteed portion of the loans aswkssing the servicing asset for
impairment based on fair value at each reportirtg.da the event future prepayments are significatpairments are incurred and future
expected cash flows are inadequate to cover theatized servicing assets, accelerated amortizatiompairment charges would be
recognized. In evaluating and measuring impairneéservicing assets, NSBF stratifies its servicisgets based on year of loan and loan
term which are the key risk characteristics ofuhderlying loan pools. The Company uses an indegr@ndhluation specialist to estimate the
fair value of the servicing asset by calculating inesent value of estimated future net servicagi dlows, using assumptions of
prepayments, defaults, servicing costs and disc@ies that NSBF believes market participants waoglel for similar assets. If NSBF
determines that the impairment for a stratum ipienary, 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 werddter increase, the valuation allowance may
be reduced as a recovery. However, if NSBF detagsiihat 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 Feeslinterest income on loans is recognized as earndalarhis placed on non-accrual status if it excé&fldays

past due with respect to principal or interest amdhe opinion of management, interest or prinkipathe loan is not collectible, or at such
earlier time as management determines that theatability of such principal or interest is unligeBuch loans are designated as impaired
non-accrual loans. All other loans are definedexgpming loans. When a loan is designated as iragaion-accrual, the accrual of interest is
discontinued, and any accrued but uncollectedasténcome is reversed and charged against cupenations. While a loan is classified as
impaired non-accrual and the future collectabititythe recorded loan balance is doubtful, colletiof interest and principal are generally
applied as a reduction to principal outstanding.

The Company passes certain expenditures it inoutgetborrower, such as force placed insurancaffin@nt funds fees, or fees it assesses,
such as late fees, with respect to managing the lbaese expenditures are recorded when incurred t®the uncertainty with respect to
collection of these passed through expendituressessed fees, any funds received to reimburgectimpany are recorded on a cash basis as
other income.

Insurance commissionsRevenues are comprised of commissions earned amiypres paid for insurance policies and are recoghatehe
time the commission is earned. At that date, thriegs 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 income: Other income represents revenues derived from tipgnanits that cannot be aggregated with otheimags segments. In
addition, other income represents one time recesan gains on investments. Revenue is recorded thieee 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 (pasel of receivables from finance clients. NBC redngs the
revenue on the date the receivables are purchasegeacentage of face value as agreed to by inetcThe Company also has
arrangements with certain of its clients wherelguitchases the client’s receivables and charges atfa specified rate based on the
amount of funds advanced against such receivablesfunds provided are collateralized and the ine@recognized as earnt
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. 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 isrgkd a late fee according to the agreement witltlieat and NBC records the fees as
income in the month in which such receivable becpsest due

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

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

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 asgainsto thirdearty processing networks. St
costs are recognized at the time the merchantacéinoss 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 entitynigshe credit card used in the transaction andsassent costs are retained by the credit card
associations. Interchange and assessment feesledepbimarily as a percent of dollar volume presed and, to a lesser extent, as a per
transaction fee. In addition to costs directly tedbto the processing of merchant sales volumetrel@ic payment processing costs also
include residual expenses. Residual expenses ggpife®s paid to third-party sales referral sourResidual expenses are paid under various
formulae as contracted. These are generally lindedvenues derived from merchants successfulgrmed to the Company and that begin
using the Company for merchant processing servitash residual expenses are recognized in the Gorigpeonsolidated statements of
income.

Cash and Cash Equivalents

The Company considers all highly liquid investmesith maturities of three months or less when paseldl to be cash equivalents. Invested
cash is held almost exclusively at financial ingi@ns with ratings from S&P of A- or better. Ther@pany invests cash not held in interest
free checking accounts or bank money market acsauatnly in U.S. Treasury only money market instemts or funds and other investment-
grade securities. As of December 31, 2013, casbditspgn excess of FDIC deposit insurance and $fB@rance totaled approximately
$10,802,000 and funds held in U.S. Treasury onlpeyanarket funds or equivalents in excess of SH3Qrance totaled approximately
$44,000.

Restricted Casl

Restricted cash includes cash collateral relating letter of credit; monies due on SBA loan-relatmittances and insurance premiums
received by the Company and due to third partiash dield by the Capcos restricted for use in magaand operating the Capco, making
qualified investments and for the payment of incaaxes; cash reserves associated with the seatiotiz cash held in blocked accounts used
to pay down bank note payables, cash held for ayrgll clients waiting to be remitted to their empes or taxing authority and a cash
account maintained as a reserve against electpayiment processing chargeback losses. Followiagisnmary of restricted cash by
segment:

(In thousands): 2013 2012

Electronic payment processing $ 57¢ $ 387
Small business financ 12,82¢ 4,95¢
All other 2,A47¢ 27¢
Corporate activitie: 98¢ 98¢
Capcos 11 1,84¢
Totals $16,87" $8,45¢

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

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

Allowance for Doubtful Account—Purchased Receivables

The allowance for doubtful accounts, related tachased receivables, is established by managenmeungth provisions for bad debts charged
against income. Amounts deemed to be uncollectitdecharged against the allowance for doubtful @etsoand subsequent recoveries, if
are credited to income.

The amount of the allowance for doubtful accoustsherently subjective, as it requires making matestimates which may vary from
actual results. Management’s ongoing estimatelseoaliowance for doubtful accounts are particulaffected by the performance of the
client in their ability to provide the Company wiiltture receivables coupled with the collectionshafir current receivables.

The allowance consists of specific and general asrapts. The specific component relates to clieaggregate net balance that is classifie
doubtful. The general component covers non-clastifialances and is based on historical loss exmerie

A clients’ aggregate net balance is considered iragavhen, based on current information and evénits probable that the Company will be
unable to collect the receivable payments or the@amy has greatly reduced the amount of receivablbe purchased.

The Company'’s charge-off policy is based on a tlBnclient review for which the estimated uncotlbte portion is charged off against the
corresponding client’s net balance and the allowdoc doubtful accounts.

Investments in Qualified Businesst

The various interests that the Company’s Capcosigei its qualified investments are accountedufieder three methods: consolidation,
equity method and cost method. The applicable atgoymethod is generally determined based on trafgzany’s voting interest or the
economics of the transaction if the investee ismeined to be a variable interest entity.

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

those the Company has effective control over, os¢rdeemed 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 imaest’s financial position and results of
operations are reflected within the Company’s ctidated financial statements. All significant ifempany accounts and transactions are
eliminated, including returns of principal, divid#s) interest received and investment redemptioms.ré&sults of operations and cash flows of
a consolidated operating entity are included thhoting latest interim period in which the Companyned a greater than 50% direct or indi
voting interest, exercised control over the erftitythe entire interim period or was otherwise deated as the primary beneficiary. Upon
dilution of control below 50%, or upon occurrendedriggering event requiring reconsiderationathe primary beneficiary of a variable
interest entity, the accounting method is adjustettie equity or cost method of accounting, as @mte, for subsequent periods.

Equity MethodInvestees that are not consolidated, but over wihielCompany exercises significant influence, amanted for under the
equity method of accounting. Whether or not the @any exercises significant influence with respedr investee depends on an evaluation
of several factors including, among others, repreg®sn 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 investieder the equity method of accounting, an investaetounts are not reflected within the
Company’s consolidated financial statements; howekie Company’s share of the earnings or losséiseovestee is reflected in the
Company’s consolidated financial statements.

Cost MethodInvestees not accounted for under the consolidatidhe equity method of accounting are accournedfder the cost method
of accounting. Under this method, the Company’sesbathe net earnings or losses of such compasiest included in the Company’s
consolidated financial statements. However, cogshattimpairment charges are recognized, as negedsdahe Company’s consolidated
financial statements. If circumstances suggestttigatalue of the investee has subsequently reedysuch recovery is not recorded until
ultimately liquidated or realized.
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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 meehianom investment benchmark within five years dfiad funding. In addition, any funds
received by a Capco as a result of a debt repayaresguity return may, under the terms of the Capograms, be reinvested and counted
towards the Capcos’ minimum investment benchmarks.

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 fafue hierarchy that prioritizes
observable and unobservable inputs utilizing L&mehobservable inputs which reflect the Companys expectations about the
assumptions that market participants would useiging the asset (including assumptions about riBkipr to 2013, the Company determined
fair value based on its securitization pricingweedl as internal quantitative data on the portfalith respect to historical default rates and
future expected losses, and now uses a discouagtdflow method, which includes assumptions for @ative default rates, prepayment
speeds, servicing cost and a market yield.

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 mankegrest rate, or the fair value of the collateeskl estimated costs to sell, if the loan is
collateral dependent. The significant unobservatpets used in the fair value measurement of thgained loans involve management’s
judgment in the use of market data and third pastimates regarding collateral values. Such estisnate further discounted by 2(- 80% to
reflect the cost of liquidating the various assetder collateral. Any subsequent increases or dserein any of the inputs would result in a
corresponding decrease or increase in the resenlean loss or fair value of SBA loans, dependingvhether the loan was originated prior
or subsequent to October 1, 2010. Because the lmardnterest at a variable rate, NSBF does nad tafactor in interest rate risk.

Allowance for SBA Loan Losse

For loans funded before October 1, 2010, the allmedor loan losses is established by managememigh provisions for loan losses
charged against income. The amount of the allow&ardean losses is inherently subjective, asduiees making material estimates which
may vary from actual results. Management’s ongeistimates of the allowance for loan losses arécpdatly affected by the changing
composition of the loan portfolio over the last fgaars as well as other portfolio characterisscgh as industry concentrations and loan
collateral. The adequacy of the allowance for llmmses is reviewed by management on a monthly Basisninimum, and as adjustments
become necessary, are reflected in operationsglthperiods in which they become known. Constd®ra in this evaluation include past
and anticipated loss experience, risks inheretitércurrent portfolio and evaluation of real estailtateral as well as current economic
conditions. In the opinion of management, the adibee, when taken as a whole, is adequate to abstinhated loan losses inherent in the
Companys entire loan portfolio. The allowance consistspécific and general reserves. The specific resetages to loans that are classi
as either loss, doubtful, substandard or speciatimethat are considered impaired. An allowanaestablished when the discounted cash
flows (or collateral value or observable marketgyiof the impaired loan is lower than the carrymague of that loan. The general component
covers non-classified loans and is based on histilass experience adjusted for qualitative factor

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

A loan is considered impaired when, based on ctiméormation and events, it is probable that tlerPany will be unable to collect the
scheduled payments of principal or interest whematicording to the contractual terms of the loaeement, and includes TDRs. Other
factors considered by management in determiningimpent include payment status and collateral vdloans that experience insignificant
payment delays and payment shortfalls generallyatelassified as impaired. Management deternmtimesignificance of payment delays
and payment shortfalls on a case-by-case basiagtako consideration all of the circumstances@unding the loan and the borrower,
including the length of the delay, the reasonglierdelay, the borrower’s prior payment record, gredamount of the shortfall in relation to
the principal and interest owed.

Impairment of a loan is measured based on the preatue of expected future cash flows discountdti@loan’s market interest rate, or the
fair value of the collateral less estimated costsell, if the loan is collateral dependent. Imediloans for which the carrying amount is based
on fair value of the underlying collateral are indiéd in assets and reported at estimated fair \wadwenon-recurring basis, both at initial
recognition of impairment and on an on-going basisl recovery or charge-off of the loan amounteTetermination of impairment involves
management’s judgment in the use of market datdtard
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party estimates regarding collateral values. Fansofunded before October 1, 2010, the impairmeatioan resulted in management
establishing an allowance for loan losses throughigions for loan losses charged against incoorestibsequent loans at fair value,
impairment results in a net change in the fair gatiSBA loans held for investment. Amounts deemodae uncollectible are charged against
the allowance for loan losses or reduces the firerand subsequent recoveries, if any, are ceettitthe allowance or increases the fair
value.

The Company’s charge-off policy is based on a lbgitean review for which the estimated uncollecipbrtion of nonperforming loans is
charged off against the corresponding loan recégvaihd the allowance for possible loan losses aimagthe reduction in fair value.

Troubled Debt Restructured Loans

A loan is considered a TDR when a borrower is epeing financial difficulties that leads to a mesturing that the Company would not
otherwise consider. Concessions per ASC Topic Be@eivables, may include rate reductions, prindipa@iveness, extension of the matu
date and other actions to minimize potential los88sSTDRs are modified loans; however, not all nfatl loans are TDRs.

The Company reviews its modified loans for TDR Gifisation. When a borrower is granted extende@tiopay and there is no other
concessions as to rate reductions or principallcde remains an accrual loan. Certain time exterssbased on the time value of money
require reserves to be established despite nauptEsn on payments being made. In the case ofaullethe 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 tradexhch measurement date, management elected valize SBA loans held for sale within
the fair value hierarchy that prioritizes obsereaéshd unobservable inputs used to measure faie wallizing Level 2 assets. These inputs
include debt securities with quoted prices thatterded less frequently than exchange-traded im&tnts or have values determined using a
pricing model with inputs that are observable ia tharket. The secondary market for the guarantedips is extremely robust with broker
dealers acting as primary dealers. NSBF sells aglyuhto the market and can quickly price its Isdreld for sale. The Company values the
guaranteed portion based on observable marketspiacesimilar assets.

Loans receivable held for sale are sold with theisiag rights retained by the Company. For loamsdied prior to October 1, 2010, gains on
sales of loans are recognized based on the differbaetween the selling price and the carrying vafutbe related loans sold. Unamortized
deferred loan origination costs are recognized @mgonent of gain on sale of loans. For loansédnoh or after October 1, 2010, premium
on loan sales is equal to the cash premium plufathgalue of the servicing asset while reversimg fair value gain previously recorded.

Fixed Assets

Fixed assets, which are comprised of furniture fatidres and computer office equipment, buildingl @amprovements, are stated at cost less
accumulated depreciation and amortization. Deptieciaf fixed assets is provided on a straight-lraesis using estimated useful lives of the
related assets. Amortization of leasehold improwemis provided on a straightie basis using the lesser of the useful lifehaf asset or lea
term. Useful lives of assets are: computer softywasbsite development, and servers and storagee(tlears), computer and office equipn
and furniture and fixtures (generally three to fjears).

Software and Website Development Cc

The Company capitalizes its website developmertscosline application system, referral system @iher proprietary systems and computer
software. Costs incurred during the preliminaryj@costage are expensed as incurred, while apjalicatage projects are capitalized. The
latter costs are typically employee and/or consglervices directly associated with the develogroéthe internal use computer software.
Software and website costs are included in fixesbtsin the accompanying consolidated balance sh&iortization commences once the
software is ready for its intended use and is am®mtusing the straight-line method over the egihaiseful life, typically three years.
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Deferred Financing Cost:

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

Impairment of Lon¢-Lived Assets

Long-lived assets, including fixed assets and igitale assets, are reviewed for impairment whenevents or changes in circumstances
indicate that the carrying value may not be recabler. In reviewing for impairment, the carryingwalof such assets is compared to the
estimated undiscounted future cash flows expectad the use of the assets and their eventual digpodf such cash flows are not suffici
to support the asset’s recorded value, an impairefearge is recognized to reduce the carrying vafuke long-lived asset to its estimated
fair value. The determination of future cash flaxgswell as the estimated fair value of long-livedeis involves significant estimates on the
part of management. In order to estimate the fainey of a londived asset, the Company may engage a third pargsist with the valuatio
If there is a material change in economic condgionother circumstances influencing the estimbfatare cash flows or fair value, the
Company could be required to recognize impairmbaatges in the future.

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 heldnfieestment and the associated financing in Notealgayon the consolidated balance sheets.

Goodwill and Other Intangible Assets

Goodwill and other intangible assets deemed to haviedefinite life are not amortized and are scibje impairment tests, at least annually.
Other intangible assets with finite lives are anzed over their useful lives ranging from 18 toriénths, and evaluated as discussed in Note
10.

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

(vi) regulatory changes. In assessing the recoilgyatif the Company’s goodwill and intangiblesgt@ompany must make assumptions
regarding estimated future cash flows and othdofado determine the fair value of the respectissets. These include estimation of future
cash flows, which is dependent on internal foregasttimation of the long-term rate of growth foe Company, the useful life over which
cash flows will occur, and determination of the @amy’s cost of capital. Changes in these estinmtdsassumptions could materially affect
the determination of fair value and conclusiongjondwill impairment.

Reserve for Losses on Merchant Accoul

Disputes between a cardholder and a merchant peaibydarise as a result of, among other thingsdltalder dissatisfaction with merchanc
quality or merchant services. Such disputes mayeaoesolved in the merchant’s favor. In thesesabe transaction is “charged bat&the
merchant, which means the purchase price is refutalthe customer through the merchant’s acquibangk and charged to the merchant. If
the merchant has inadequate funds, the Compamyder limited circumstances, the Company and theigng bank, must bear the credit
risk for the full amount of the transaction. Then@@any evaluates its risk for such transactionsegtithates its potential loss for chafggeeks
based primarily on historical experience and othkvant factors.

The Company records reserves for charge-backsanrtthgent liabilities when such amounts are deetodzt probable and estimable. The
required reserves may change in the future duewodevelopments, including, but not limited to, mges in litigation or increased charge-
back exposure as the result of merchant insolvdityidation, or other reasons. The required researe reviewed periodically to determine
if adjustments are required.
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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 compiensai 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 additionaljracapital pool related to the tax effects
of employee share-based compensation, which isadaito absorb tax deficiencies.

Fair Value

The Company adopted the methods of fair value lwevids financial assets and liabilities. The Comypaarries its credits in lieu of cash,
prepaid insurance and notes payable in crediiguindf cash at fair value. The Company also caingmired loans and other real estate
owned at fair value. Fair value is based on theepttiat would be received to sell an asset or fodichnsfer a liability in an orderly transact
between market participants at the measurementldadeder to increase consistency and compargliilifair value measurements, the
Company utilized a fair value hierarchy that ptiags observable and unobservable inputs used &sume fair value into three broad levels,
which are described below:

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

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

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

Income Taxes

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

The Company’s U.S. Federal and state income taxnetprior to fiscal year 2009 are closed, and mameent 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 uneertaiorder to recognize the benefits
associated with a tax position taken (i.e., geiyeeatieduction 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).
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Fair Value of Financial Instruments

As required by ASU Topic 825, Financial Instrumetie estimated fair values of financial instrunsemiust be disclosed. Excluding fixed
assets, intangible assets, goodwill, and prepgiérses and other assets (excluding as noted bedobgtantially all of the Company’s assets
and liabilities are considered financial instrunsea defined under this standard. Fair value etgrare subjective in nature and are
dependent on a number of significant assumptiossciated with each instrument or group of simifetiuments, including estimates of
discount rates, risks associated with specificriaia instruments, estimates of future cash flond Belevant available market information.

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

. Cash and cash equivalel

. Restricted cas

. Broker receivabl

. Accounts receivabl

. Notes payabli

. Accrued interest receivable (included in prepaidesses and other asse

. Accrued interest payable (included in accounts pleyand accrued expens:

. Accounts payable and accrued expet

The carrying value of investments in Qualified Biesises (included in prepaid expenses and othasgsSeedits in lieu of cash and Notes
payable in credits in lieu of cash as well as SBank held for investment, SBA loans held for sa®A loans transferred, subject to premium
recourse and Liability on SBA loans transferredhjsct to premium recourse (for loans funded afegst@€mber 30, 2010) approximate fair
value based on management’s estimates.

New Accounting Standard

In July 2013, the FASB issued ASU No. 2013-11: ené&stion of an Unrecognized Tax Benefit When a®jgtrating Loss Carryforward, a
Similar Tax Loss, or a Tax Credit Carryforward Ei§'ASU 2013-11"). The amendments in ASU 2013-14 iatended to end inconsistent
practices regarding the presentation of unrecogriae benefits on the balance sheet. An entity bélrequired t@resent an unrecognized:
benefit as a reduction of a deferred tax assed fugt operating loss (“NOL”) or tax credit carryi@rd whenever the NOL or tax credit
carryforward would be available to reduce the addél taxable income or tax due if the tax posit@disallowed. This standard became
effective for annual reporting periods beginninggaDecember 15, 2013, and did not have a maietjzct on the Company’s Consolidated
Financial Statements or disclosures.

In January 2014, the FASB issued ASU 2014-04, “Retdes—Troubled Debt Restructurings by Credit&sclassification 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 obtainagal 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 13420 he adoption of this ASU is not expected toehasignificant impact on the
Company’s Consolidated Financial Statements olatisces.

Reclassifications

Certain prior period amounts have been reclassifiesbnform to the current year presentation.

NOTE 3—FAIR VALUE MEASUREMENTS:
Fair Value Option Elections

Effective January 1, 2008, the Company adopted/idire accounting concurrent with the electionhaf fair value option. The accounting
standard relating to the fair value measuremeatsfiels the definition of fair value and descrilesthods available to appropriately measure
fair value in accordance with GAAP. The accounstandard applies whenever other accounting stasdacliire or permit fair value
measurements. The accounting standard relatirtgetéatr value option for financial assets and figciahliabilities allows entities to
irrevocably elect fair value as the initial and sequent
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measurement attribute for certain financial asaetsfinancial liabilities that are not otherwisgqueed to be measured at fair value, with
changes in fair value recognized in earnings agdleeur. It also establishes presentation andalisce requirements designed to improve
comparability between entities that elect differer@asurement attributes for similar assets anditiab.

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

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

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

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

Fair Value Measurements at December 31, 2013 Usin

Total Gains
(In thousands): Total Level 1 Level 2 Level 3 and (Losses
Assets
Credits in lieu of cas $3641 $— $3641 $ — B —
SBA loans held for investme 78,95 — — 78,95 (1,629
SBA loans held for sal 4,734 — 4,734 — 402
Total asset $87,32¢ % $8,37F  $78,95. $ (1,226
Liabilities
Notes payable in credits in lieu of ce $ 3641 $— $3,641 $ — $ 21
Total liabilities $3641 $— $3641 $ — 3 21
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Assets and Liabilities Measured at Fair Value on &ecurring Basis (In thousands):

Fair Value Measurements at December 31, 2012 Usin

Total Gains
(In thousands): Total Level 1 Level 2 Level 3 and (Losses
Assets
Credits in lieu of cas $8700 $— $,700 $ — B —
SBA loans held for investme 43,05¢ — — 43,05¢ (851)
SBA loans held for sal 89¢€ — 89¢€ — (162)
Total asset $52,65¢ $ — $9,59¢ $43,05¢ $ (1,019
Liabilities
Notes payable in credits in lieu of ce $ 8,70: $— $8,70: $ — $ 3
Warrants — — — — (117
Total liabilities $870: $— $8,70: $ — $ (109

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

The Company elected to account for both credit@inof cash and notes payable in credits in liecash at fair value in order to reflect in its
consolidated financial statements the assumptimeitsmarket participant’s use in evaluating thesarfcial instruments.

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

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

Based on the aforementioned characteristics amibim of the Chartis credit enhancements, the Comppatieves that market participants
purchasing or selling its Capcos’ debt and, theeefiss credits in lieu of cash and notes payablerédits in lieu of cash, view
nonperformance risk to be equal to the risk of @haonperformance risk and as such both the firevof credits in lieu of cash and notes
payable in credits in lieu of cash should be pritedield a rate equal to comparable U.S. Dollarateinated debt instruments issued by
Chartis’ parent, AlG. Because the value of notegpke in credits in lieu of cash directly reflethe credit enhancement obtained from
Chartis, the unamortized cost relating to the ¢rexihancement will cease to be separately carsethasset on the Company’s consolidated
balance sheets and is incorporated in notes pajrabtedits in lieu of cash.
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Fair value measurements:

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

After calculating the fair value of both the credit lieu of cash and notes payable in creditgein bf cash, the Company compares their
values. This calculation is done on a quarterlysh&Zalculation differences primarily due to taedit receipt versus delivery timing may
cause the value of the credits in lieu of cashifferdfrom that of the notes payable in creditdigu of cash. Because the credits in lieu of cash
asset has the single purpose of paying the notebfmain credits in lieu of cash and has no ottadue 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, 2012, the yield on the Chartis Batgket was 1.72%. As of December 31, 2013, the ttiet Company revalued the asset
and liability, the yields on the Chartis notes agmd 1.49% reflecting changes in interest ratéiseénmarketplace. This decrease in yield
increased both the fair value of the credits in b cash and the fair value of the notes payabteeadits in lieu of cash. The Company
decreased the value of the credits in lieu of ¢aglqual the value of the notes payable in cradilieu of cash because the credits in lieu of
cash can only be used to satisfy the liability emgt equal the value of the notes payable in grédiieu of cash at all times. The net change
in fair value reported in the Company’s consolidadtatements of income for the year ended DeceBhe2013 was a gain of $21,000.

On December 31, 2011, the yield on the Chartis Batgket was 5.53%. As of December 31, 2012, the tli@t Company revalued the asset
and liability, the yields on the Chartis notes aggd 1.72% reflecting changes in interest ratéisammarketplace. This decrease in yield
increased both the fair value of the credits in i cash and the fair value of the notes payabt@adits in lieu of cash. The Company
decreased the value of the credits in lieu of ¢agqual the value of the notes payable in cradilieu 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. The net change
in fair value reported in the Company’s consolidattatements of income for the year ended DeceBhe2012 was a gain of $3,000.

Changes in the future yield of the Chartis issuelt delected for valuation purposes will resulthianges to the fair values of the credits in
lieu of cash and notes payable in credits in liecash when calculated for future periods; thesmnglks will be reported through the
Company’s 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 shebsttement of income. NSBF originates, funds,samdices government guaranteed loans
under section 7(a) of the Small Business Act. TBA 8oes not fully guarantee the SBA 7(a) Loans:3BA 7(a) Loan is bifurcated into a
guaranteed portion and an unguaranteed portioh, @&auing 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 atd®5%; from 2009 through early 2011 under a specogram, most of the loans
NSBF originated carried a guarantee of 90%. NSBI historically and as a matter of its business psells the guaranteed portions via !
Form 1086 into the secondary market when the gteedrportion becomes available for sale upon th&irey) and fully funding of the SBA 7
(a) loan and retains the unguaranteed portions aiglament recognized that the economic value in tlaeamteed portion did not inure to
NSBF at the time of their sale but rather whengharanty attached at origination; amortization acting by its nature does not recogr

this increase in value at the true time when iuoed. Under fair value, the value of the guaraigeecorded when it economically occurs at
the point of the creation and funding of the loamd is not delayed until the sale occurs. Conteammusly, the value of the unguaranteed
portion will also be determined to reflect the fdidlir value of the loan.
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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 net change in fair value of laeld for investment for the year ended Decembe?@13, the Company used a discounted
cash flow model which incorporated a series of etgubfuture cash flows for the performing SBA 7A@an portfolio, and discounts those
cash flows at a market clearing yield of 5.38%. Kbg assumptions used in the model are considareldservable inputs and include
anticipated prepayment speeds, cumulative defatdsy the cost of loan servicing, and Prime rapeetations. The Company used an
assumed prepayment speed of 10% based on currekgtraanditions and historical experience for than portfolio, against a prepayment
curve developed from NSBF historical experienceaigulate expected loan prepayments in a given ypfaults are defined as any loan
placed on nomccrual status as of December 31, 2013. The detsteltdefined as the percent of loan balanceviitieénter final liquidation it

a given year, was estimated to be 25%, and wasgatEfiom NSBF historical experience. The mix of N&Bloan portfolio continues to shift
from start-up businesses, to predominately origigeto existing businesses. Our historical defaoll loss rates demonstrate that this
particular segment (i.e. Existing Business) of 8B loan portfolio continues to experience the letwate of defaults and ultimate losses
over our nine year history of originating loans. &itcomputing the cumulative default rate to be iappb the performing portfolio loan
balances, the Company excluded the last three peargginations as those loans have not seasoeed ke discounted cash flow resulted in
a price equivalent of 93.99% of the par amount wnl@ans held for investment.

If a loan measured at fair value is subsequentfyained, then the fair value of the loan is meastwezkd on the present value of expected
future cash flows discounted at the loan’s manktgrest rate, or the fair value of the collateeskl estimated costs to sell, if the loan is
collateral dependent. The significant unobservatpeats used in the fair value measurement of thgained loans involve management’s
judgment in the use of market data and third pastimates regarding collateral values. Such estisnate further discounted by 2(- 80% to
reflect the cost of liquidating the various assetder collateral. Any subsequent increases or dserein any of the inputs would result in a
corresponding decrease or increase in the reservean loss or fair value of SBA loans, dependingvhether the loan was originated prior
or subsequent to October 1, 2010. Because the lmardnterest at a variable rate, NSBF does nad tafactor in interest rate risk.

Below is a summary of the activity in SBA loansdchédr investment, at fair value (in thousands):

December 31, 201 December 31, 201
Balance, beginning of year $ 43,05¢ $ 21,85]
SBA loans held for investment, originat 42,77: 24,07¢
Loans transferred to other real estate ow (362) —
Payments receive (4,88¢) (2,027
Fair value los! (1,629 (85))
Balance, end of ye: $ 78,95 $ 43,05t
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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 obsereaéshd unobservable inputs used to measure faie wallizing Level 2 assets. These inputs
include debt securities with quoted prices thatterded less frequently than exchange-traded im&nts or have values determined using a
pricing model with inputs that are observable ia tharket. The secondary market for the guarantedips is extremely robust with broker
dealers acting as primary dealers. NSBF sells aglyuhto the market and can quickly price its Isdreld for sale. The Company values the
guaranteed portion based on market prices equhétguaranteed loan amount plus a premium thaidesl both an upfront cash payment
(utilizing quoted prices) and the value of a stredrmpayments representing servicing income receineckcess of NSBF's servicing cost
(valued using a pricing model with inputs that abservable in the market).

Other Fair Value Measurements

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

Fair Value Measurements at December 31, 2013 Usin

Total Level 1 Level 2 Level 3 Total Losse:

Assets
Impaired loan: $ 3,441 $ — $ — $ 3,441 $ (1,029
Other ree-estate owne 79€ — 79¢ — (182)
Total asset $  4,23¢ $ — $ 79¢ $ 3,447 $ (1,209

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

Fair Value Measurements at December 31, 2012 Usin

Total Level 1 Level 2 Level 3 Total Losse!

Assets
Impaired loan: $ 6,96¢ $ — $ — $ 6,96t $ (810
Other ree-estate owne 534 — 534 — (16€)
Total asset $  7,49¢ $ — $ 534 $ 6,96¢ $ (97¢)

Impaired loans

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 if the loan is colletedependent. Impaired loans for which the cagyamount is based on fair value of the
underlying collateral less estimated costs to aedl,included in assets and such fair value estisrate performed on a non-recurring basis,
both at initial recognition of impairment and on@mgoing basis until recovery or chargi-of the loan amount. The significant unobsere
inputs used in the fair value measurement of thgaired loans involve management’s judgment in geaf market data and third party
estimates regarding collateral values. Such estisnate further discounted by 20% - 80% to refleetdost of liquidating the various assets
under collateral. Valuations in the level of imgainoans and corresponding impairment affect thel lef the reserve for loan losses. Any
subsequent increases or decreases in any of thesiwpuld result in a corresponding decrease oease in the reserve for loan loss or fair
value of SBA loans, depending on whether the loas ariginated prior or subsequent to October 10201
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Other real-estate owned (included in Prepaid expers and other assets)

The estimated fair value of other real-estate owisedlculated using observable market informatiocluding 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 recentgeation prices for similar properties that havenbs@d. These comparable properties share
comparable demographic characteristics. Otherastate owned is generally classified within Levelf 2he valuation hierarchy.

NOTE 4—CREDITS IN LIEU OF CASH:

As discussed in Note 3, the Company adopted féirevaption for financial assets and financial ligigis concurrent with its adoption of fair
value accounting for certain of its assets andlii@s. Following is a summary of the credits iad of cash balance as of December 31, 2013
and 2012 (in thousands):

2013 2012
Balance, beginning of year $ 8,70¢ $16,94¢
Add: Income from tax credit accretion (at fair &) 118 522
Less: Deliveries mac (5,187) (9,362)
Fair value adjustmel 7 59¢
Balance, end of ye: $ 3,641 $ 8,70¢

NOTE 5—SBA LOANS:

SBA loans are well diversified throughout numermdustries, but have a small concentration in #staurant industry, as well as geographic
concentrations in several states as noted in tiie kelow. On October 1, 2010, the Company eleitedilize the fair value option for SBA
loans funded on or after that date creating a @ pool, SBA loans held for investment, at falueaThe components of SBA loans held
investment, at fair value, and SBA loans held fimeistment, net, as of December 31, 2013 and 2@lasafollows (in thousands):

2013 2013 2012 2012
Fair Value Cost Basit Fair Value Cost Basi:
Gross loans receivable $ 83,98 $13,34: $ 46,58¢ $18,31:
Less: Allowance for loan loss — (1,81 — (2,589
Less: Deferred origination fees, t — (841) — (1,079
Less: Fair value adjustme (5,037 — (3,530 —
Total $ 78,95: $10,68¢ $ 43,05¢ $14,64

Below is a summary of the activity in the allowariceloan losses, cost basis, for the years endszidber 31, 2013 and 2012 (in thousal

Allowance for loan losses, cost bas 2013 2012
Balance, beginning of year $ 2,58¢ $ 2,90(
Provision for loan losse 1,322 81C
Loans charge-off (2,149 (1,169
Recoveries 44 48
Balance, end of ye: $ 1,817 $ 2,58¢
Individually evaluated for impairme| $ 1,60¢ $ 2,20¢
Collectively evaluated for impairme 20z 38¢
Balance, end of ye: $1,811 $ 2,58¢
Total loans, cost basi

Individually evaluated for impairme! $ 3,46¢ $ 5,75:
Collectively evaluated for impairme 9,87¢ 12,56:
Balance, end of ye: $13,34: $18,31¢
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The contractual maturities of SBA loans held fordstment are as follows (in thousands):

2013 2013 2012 2012
Fair Value Cost Basit Fair Value Cost Basi:
Due in one year or less $ — $ 31¢ $ — $ 40
Due between one and five yei — 4,50¢ — 4,53¢
Due after five year 83,98t 8,51 46,58¢ 13,74:
Total loans receivable, gro $ 83,98t $13,34: $ 46,58¢ $18,31¢

The payment status of gross SBA loans held forstment at December 31, 2013 and 2012 are as fallows

(in thousands)

Days Past Du 2013 2012

Current $84,80¢ $52,55¢
30-89 4.84: 4,251
> 90 — 1,12¢
Non-accrual 7,67¢ 6,96¢
Balance (net $97,32¢ $64,90(

The outstanding balances of loans past due ovda®€ and still accruing interest as of Decembef812 totaled $1,128,000; there were no
performing loans past due over 90 days and stiliiang interest as of December 31, 2013.

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 irttbthe Acceptable and Substandard categories. wssigt of the ratings are predicated upon
numerous factors, including credit risk scoreslatetal type, loan to value ratios, industry, fioeh health of the business, payment history,
other internal metrics/analysis, and qualitativeeasments.

Risk ratings are refreshed as appropriate based epusiderations such as market conditions, loanaaeristics, and portfolio trends. The
Company’s gross SBA loans held for investment rdedrat cost by credit quality indicator at Decenigr2013 and 2012 are as follows:

(in thousands)

Risk Rating 2013 2012

Acceptable $ 7,42( $ 9,15:
Other assets special menti 2,23¢ 2,92¢
Substandar: 3,28: 5,89¢
Doubtful 39t 338
Loss 9 9
Balance $13,34. $18,31¢

All loans are priced at the Prime interest rates @pproximately 2.75% to 3.75%. The only loans wifixed interest rate are defaulted loans
of which the guaranteed portion sold is repurchdised the secondary market by the SBA, while thguaranteed portion of the loans still
remains with the Company. As of December 31, 20182012, net SBA loans receivable held for investiméth adjustable interest rates
totaled $91,083,000 and $58,382,000, respectively.

For the years ended December 31, 2013 and 2012dimpany funded $177,941,000 and $107,425,00Caimsland sold approximately
$131,733,000 and $84,743,000 of the guaranteeébpart the loans, respectively. Receivables froembtraded but not settled of
$13,606,000 and $16,698,000 as of December 31, 284 2012, respectively, are presented as brokeivable in the accompanying
consolidated balance sheets.

As of December 31, 2013, $23,623,000 of the guaeghportion of SBA loans and $12,695,000 of theuananteed portion of SBA loans
collateralized the current outstanding balancehenGompany’s line of credit with Capital One an® 3@0,000 of the unguaranteed portions
of SBA loans transferred via our securitizatiomgaction collateralized the notes issued by thetTru
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Loans by industry and geographic concentrationababunted for more than 5% of the outstandinggimsns receivable held for investment
balance as of December 31, 2013 and 2012 werdlaw$dqin thousands):

2013 2012

Industry

Restaurant $ 4,68¢* $4,56¢
State

New York $12,81: $8,17¢
Florida 9,28( 7,161
Connecticu 7,27¢ 3,43:
Texas 6,957 5,05¢
Pennsylvani: 6,47( 3,45:
Georgia 6,45( 4,57¢
California 6,14( 4,58¢
New Jerse! 5,48¢ 5,62¢

(*) Amounts shown for comparative purposes and reptésenthan 5%

At December 31, 2013 and 2012, total impaired l@ansunted to $7,678,000 and $6,965,000, respegtiobhich $4,212,000 and
$1,212,000 were on a fair value basis at Decembe?@®13 and 2012, respectively. For the years ebdegmber 31, 2013 and 2012, the
average balance of impaired loans was $6,887,00 6,935,000, and approximately $1,609,000 and0®20®0 in specific reserves incluc
in the allowance for loan losses and $163,000 dr2® 00 of SBA fair value discount were allocatgdiast such impaired loans,
respectively.

Had interest on these impaired non-accrual loars becrued, such interest would have totaled $884a0d $407,000 for 2013 and 2012,
respectively. Interest income, which is recogniaadh cash basis, related to the impaired non-alckoaas for the years ended December 31,
2013 and 2012, was not material.

The Company had loans renegotiated in troubled msitucturings of $3,409,000 as of December 31326f which $1,332,000 was
included in non-accrual loans and $2,077,000 wasconual status. The Company had loans renegoii@afEDRs of $2,661,000 as of
December 31, 2012, of which $750,000 was includetbn-accrual loans and $1,911,000 was on acciatalss The Company has no
commitments to loan additional funds to borrowehoge existing loans have been modified in TDR. Aalysis of loans restructured in TIL
for the years ended December 31, 2013 and 2012fdlaws (in thousands):

Type of Concessio Loans Restructured- 2013 Loans Restructured- 2012
Principal Principal
Number Balance at Number Balance at
Restructure Restructure
of Notes Date of Notes Date

D

Payment reduction / Interest-only period $ 42k 11 $ 42€

TDRs that return to a non-performing status posthffaation are considered redefaulted loans andraeged in the same manner as other
nonperforming loans in the portfolio. For the year imgdDecember 31, 2013, the Company had 3 TDR |t@atssubsequently defaulted w
a corresponding principal balance of approxima$dl¥,000, and resulted in charge-offs of approxitg&ié,000. For the year ended
December 31, 2012, there were 16 redefaulted laéthsa corresponding principal balance of approxehe$2,504,000; there were no
corresponding charge-offs of redefaulted loansrdu?i012.
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NOTE 6—ACCOUNTS RECEIVABLE:
Accounts receivable consists of the following at®maber 31, 2013 and 2012 (in thousands):

2012

$ 7,615
2,18¢
1,29¢

33¢

11,43:
(561)

2013
Purchased receivables $ 7,76¢
Electronic payment processing settlement recei: 2,12:
Customer receivable 1,98:
Other receivable 601
12,47:
Allowance for doubtful accoun (877)
Total $11,60:

$10,87:

NOTE 7—INVESTMENTS IN QUALIFIED BUSINESSES:

Included in prepaid expenses and other assetseceotisolidated balance sheets are certain invettnmequalified businesses, which are
presented separately below between their debt quityecomponents, and a summary of the activitytfieryears ended December 31, 2013

and 2012 (in thousands):

At December 31, 2012, held to maturity debt investta comprised three long-term loans totaling $,@30 at December 31, 2012 with
original principal balances totaling $1,851,000d &mterest rates ranging from 4.25% to 6.00%. Thexee no held to maturity debt
investments at December 31, 2013. Following israrsary of activity for the years ended December2®1,3 and 2012:

2012

$ 13
1,651
(132)

2013
Principal outstanding, beginning of year $ 1,532
Investments mad —
Return of principal, net of recoveri (1,537)
Principal outstanding, end of ye $ —

$1,53:
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The Company has a 49% ownership interest in onityemuethod investment with a balance of $226,00Detember 31, 2013. The original
amount invested was $800,000. A summary of actfatythe years ended December 31, 2013 and 2042 fwsllows:

2013 2012
Total equity investments, beginning of year $17E $131
Equity in earning: _ 51 44
Total equity investments, end of ye $22¢ $17E

The Company has not guaranteed any obligationesftinvestees, and the Company is not otherwisenitted to provide further financial
support for the investees. However, from time-togtj the Company may decide to provide such additifoimancial support which, as of
December 31, 2013 was zero. Should the Companyndiete that impairment exists upon its periodic eswiand it is deemed to be other t
temporary, the Company will write down the recorgatlie of the asset to its estimated fair valueraedrd a corresponding charge in the
consolidated statements of income. During 2012Chpany made additional investments in two heleh&durity debt instruments totaling
$1,651,000. One of the loans, a $551,000 Bidcositment in an SBA loan, was considered partiallyddat December 31, 2012 and was
fully funded in 2013. The guaranteed portions bftake of these loans were sold during 2013. Qytive years ended December 31, 201:
2012, the Company received $1,532,000 and $132r0p0ncipal repayments on its debt investmentspeetively.

NOTE 8—SERVICING ASSETS:

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

The following summarizes the activity pertainingsgrvicing assets for the years ended Decemb&03B and 2012 (in thousands):

2013 2012
Balance, beginning of year $ 4,682 $3,42(
Servicing assets capitaliz 3,24¢ 2,05(
Servicing assets amortiz (1,159 (78¢)
Balance, end of ye: $6,77¢ $4,68:

For the years ended December 31, 2013, 2012 arld 26dvicing fees received on the Company’s SBA @(ginated portfolio totaled
$2,769,000, $2,297,000 and $1,629,000, respectifély Company also performs servicing function$oams originated by other SBA
lenders. The Company does not retain any risk oh portfolios and earns servicing fees based upontaally negotiated fee per loan. The
total servicing fee income recognized for loansised for others in 2013, 2012 and 2011 was $30(4H,$4,564,000 and $1,466,000,
respectively. The carrying value of the capitalizedvicing assets were $6,776,000 and $4,682,0D@@mber 31, 2013 and 2012,
respectively, while the estimated fair value ofitajzed servicing assets were $7,959,000 and $6008 at December 31, 2013 and 2012,
respectively. The estimated fair value of servicsgets at December 31, 2013 was determined uslisg@unt factor that equates the present
value of the expected servicing income to the striitiple method valuation rate of 11%, weighteérage prepayment speeds ranging from
0% to 11%, depending upon certain characterisfitiseoloan portfolio, weighted average life of 5yars, and an average default rate of 3%.
The estimated fair value of servicing assets aebdxer 31, 2012 was determined using a discounbfat&%, weighted average prepayment
speeds ranging from 1% to 14%, depending uponinasteracteristics of the loan portfolio, weightagerage life of 5.00 years, and an
average default rate of 5%.

The unpaid principal balances of loans servicedfbers are not included in the accompanying cadestgld balance sheets. The unpaid
principal balances of loans serviced for other$iwithe NSBF originated portfolio were $372,366,@0@ $271,548,000 as of December 31,
2013 and 2012, respectively. The unpaid principddtces of loans serviced for others which wereongtnated by NSBF and are outside of
the Newtek portfolio were $561,092,000 and $176,8@8 as of December 31, 2013 and 2012, respectively
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NOTE 9—FIXED ASSETS:
The Company'’s fixed assets are composed of thevfolg at December 31, 2013 and 2012 (in thousands):

2013 2012
Computer and office equipment $ 2,89¢ $ 3,04t
Furniture and fixture 66€ 63€
Leasehold improvemen 462 384
Computer software and webs 4,744 4,17¢
Computer servers and store 4,817 5,53
Leased propert 701 632

14,28¢ 14,40¢
Accumulated depreciation and amortizat (10,54)) (10,889
Net fixed asset $ 3,741 $ 3,52:

Depreciation and amortization expense for fixeg&str the years ended December 31, 2013, 2012@HHwas $1,768,000, $1,619,000
and $1,816,000, respectively.

Included in computer software and website are redasts associated with internally developed safev The following table summarizes the
activity for capitalized software development cdststhe years ended December 31, 2013 and 201Bdirsands):

2013 2012
Balance, beginning of year $ 3,49¢ $ 3,07¢
Additions 51¢ 421
Balance, end of ye 4,01¢ 3,49¢
Less: accumulated amortizati 3,319 2,80:
Software development costs, | $ 701 $ 69€

NOTE 10—GOODWILL AND OTHER INTANGIBLES:

The net carrying value of goodwill as of Decembgr2013 and 2012 by segment is as follows (in tands):

2013 2012
Electronic payment processing $ 3,00¢ $ 3,004
Web hosting 7,20: 7,20z
Corporate activitie: 17¢ 17¢
Small business financ 1,70¢ 1,70¢
Total goodwill $12,09: $12,09:

Other intangible assets as of December 31, 2012@h@ are comprised of the following (in thousands)

2013 2012
Customer merchant accounts $2,19¢ $ 5,85¢
Customer insurance accou 74C 74C
Trade name (indefinite livec 55( 55(

3,48: 7,14¢
Accumulated amortizatio (2,249 5,59))
Net intangible asse $ 1,24( $ 1,55¢

Customer merchant accounts are being amortizedao®Brto 66 month period, and customer insuranceuats are being amortized over a
period of 60 months. Other intangibles (excluding trade name which has an indefinite life andiljext to annual impairment review) are
being amortized over a period ranging from 18 tav@Giths. Total amortization expense included inat@mpanying consolidated
statements of income related to intangibles foryders ended December 31, 2013, 2012 and 20113635000, $629,000 and $1,363,000,
respectively.
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Total expected amortization expense for the neetfiscal years is as follows (in thousands):

Merchant Insurance
December 31 Accounts Accounts
2014 $ 55 $ 14¢
2015 23 14¢
2016 12 14¢&
2017 6 14¢
2018 2 —

$ 98 $ 59z

Based upon the Company'’s performance of the impaitrrests using the fair value approach of theadisted cash flow method, the
Company determined that goodwill was not impai@dliie years ended December 31, 2013, 2012 and Pot the years ended
December 31, 2013, 2012 and 2011, there was narimgat related to its customer merchant and insteatcounts. The Company’s
intangible trade name, CrystalTech Web Hosting,amamdefinite life and is assessed annually fggaimment.

NOTE 11—ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES:

The following table details the components of actsyayable, accrued expenses and other liabiéiti@®ecember 31, 2013 and 2012 (in
thousands):

2013 2012
Due to participants and SBA (a) $ 2,64¢ $ 1,961
Due to clients (b 481 357
Accrued payroll and related expen: 1,86t 27¢€
Deferred ren 841 1,29:
Chargeback reserwvi 34¢ 911
Deposits and other resery 1,93¢ 1,72
Residuals and commissions payé 1,14z 1,04t
Current tax payabl 1,53: 50z
Other 3,89¢ 3,13¢
Total accounts payable, accrued expenses andlizthiities $14,68t¢ $11,20¢

(&) Primarily represents loan related remittances veceby NSBF, and due to third parties; amounts elsssified as restricted ca:
(b) Composed primarily of discount client holdback€&S which represents the difference between theivales the Company purcha
less the actual amount the Company releases tigm, net of the discount fee and other misceltars fees charged to the clie

NOTE 12—NOTES PAYABLE:
At December 31, 2013 and 2012, the Company hadtlemy debt outstanding comprised of the followiingtfiousands):

2013 2012
Notes payable
Capital One lines of credit (NSB|
Guaranteed lin $ 21,26 $12,00(
Unguaranteed lin 4,691 11,85«
Summit Partners Credit Advisors, L.P. (NE 8,65( 8,28¢
Sterling National bank line of credit (NB¢ 6,02¢ 6,67¢
Capital One term loan (NT¢ 59C 1,00
Total notes payabl 41,21¢ 39,82
Note payable Securitization trust VIE 60,14( 22,03¢
Total notes payabl $101,35¢ $61,86:
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On April 26, 2012, the Company closed a $15,00088€ond Lien Credit Facility (the “Facilityf3sued by Summit Partners Credit Advist
L.P. (“Summit”), comprised of a $10,000,000 terradpwhich was drawn at closing, and a $5,000,004ydd draw term loan to be made
upon the satisfaction of certain conditions. Thed$8,000 second tranche of this loan will not bedr by the Company. The funds were L
primarily for general corporate purposes including origination of SBA 7(a) loans. The loan beatsriest at 12.5% per annum on the
amount outstanding plus payment-in-kind intere&.a%, which can either be paid quarterly in asearadded to the outstanding loan
amount. The Facility will mature in 5.5 years amah de prepaid without penalty at any time followthg second anniversary of the closing
date.

In addition to a second lien on all of the Compargssets behind the first lien held by Capital ®hé,, the principal lender to the
Company’s SBA lender, NSBF, Summit was given sed@rdsecured guarantees by each of the Companmyisipal subsidiaries: NTS and
Universal Processing Services of Wisconsin, LLOwal as certain other smaller subsidiaries. Thenfany has also committed to attempt to
obtain the approval of the SBA for NSBF to provalguaranty to Summit of the Company’s obligations.

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

In addition, the Company issued to Summit a warreptesenting the right to purchase 1,696,810 comshares, or 4.4% of the Company’s
current outstanding common equity. The warrankes@sable at $0.02 per share, included registratghts and anti-dilution protection,
which has been subsequently removed. Summit ishgtetd from selling any common shares it receiveexercise of the warrant for a per
of 24 months following the closing; provided, howethat if the Company’s common shares trade above $2.25 per share for a period of
fifteen consecutive days, Summit will have theiabtb sell the common shares. Any sales by Sumitiibe subject to a right of first refusal
in favor of the Company. The Facility calls fordimcial covenants such as minimum EBITDA, maximupitehexpenditures, minimum
unrestricted cash and cash equivalents, minimugiltennet worth and maximum leverage.

In accordance with ASC 470 and ASC 815, the acdogrior these warrants reflects the notion thatatesideration received upon issuance
must be allocated between the debt and the waremponents based on the fair values of the detstimgnt without the warrants and of the
warrants themselves at time of issuance. The wiwas originally recorded as a liability, due toami-dilution provision and was marked to
market on the first reporting date, or June 30,20 he remainder of the proceeds was allocateldet@ebt instrument portion of the
transaction. As such, the note was initially valaeé$8,041,000, and the difference of $1,959,008 allacated to the value of the warrants
and recorded as debt discount, which is being anedrover the life of the note using the interestimd. Debt discount amortization for the
year ended December 31, 2013 was $362,000, andligled in interest expense in the Comy's consolidated statement of income. The
warrant was replaced and the anti-dilutive provisias removed to reflect management and Summitiinat understanding and intent
related to the warrants. As a result, subsequehilfol, 2012, the warrants were reclassified ¢cormponent of equity and will no longer be
marked to market.

Through December 31, 2013, the Company has cagith#1,180,000 of deferred financing costs attablet to the Summit facility of which
$331,000 has been amortized and included in irtesgeense. The net balance of $849,000 is inclinipdepaid expenses and other assets in
the Company'’s consolidated balance sheet.

Total interest expense related to the Summit fimanfor the year ended December 31, 2013 was $20)085which includes interest,
payment-in-kind interest, discount on the valuatiéthe warrant and amortization of deferred finagaosts.

NBC had a $10,000,000 line of credit with Wellsdwa(‘Wells”) due in February 2012. This facility wasaasto purchase receivables and for
other working capital purposes. In February 201BCNentered into a three year line of credit withriidg National Bank (“Sterling”) in an
amount up to $10,000,000. This facility paid ofé 8ells line of credit and is and will be used toghase receivables and for other working
capital purposes. In December 2012, an amendmensigaed providing
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that upon the occurrence of certain events, thamar amount of the line of credit under the Agreatr@n be increased from $10,000,000
to $15,000,000 at a later date upon NBC's reqUést.Amendment also extended the maturity date ffebruary 28, 2014 to February 28,
2016.

As of December 31, 2013 and 2012, NBC had $6,026s00 $6,674,000 outstanding under the lines afitréhe Sterling interest rate is set
at 5.00% or Prime plus 2.00%, whichever is highath interest on the line to be paid monthly ineams. The line is and will be collateralized
by the receivables purchased, as well as all @bsets of NBC. The line is guaranteed by the Comparaddition, the Company deposited
$750,000 with Sterling to collateralize the guaeanfThe agreement includes such financial coveramsinimum tangible net worth and
maximum leverage ratio. The Company is subjectéeting a maximum leverage ratio test and a futatdass test. As of December 31,
2013, the Company was in compliance with the fimgraovenants set in this line.

Total interest expense for the years ended Dece81he013, 2012 and 2011 was approximately $451 $8®3,000 and $283,000,
respectively. The weighted average effective irsterate for the year ended December 31, 2013 v8&8%.Through December 31, 2013,
NBC has capitalized $145,000 of deferred finandasts attributable to the Sterling line of whictOF®0 has been amortized. The

balance of $55,000 is included in other assetkéraccompanying consolidated balance sheet. Amatidizfor the years ended December 31,
2013, 2012 and 2011 was $25,000, $35,000 and $30@8pectively, and is included in interest expanghe accompanying consolidated
statements of income.

In October 2007, NTS entered into a Loan and SgcAgreement with Capital One which provided fare&olving credit facility of up to
$10,000,000 available to both NTS and the Compfamya term of two years. The interest rate was LIBB@lus 2.5% and the agreement
included a quarterly facility fee equal to 25 bgsiints on the unused portion of the Revolving @realculated as of the end of each calendar
quarter. The agreement included such financial marts as a minimum fixed charge coverage ratiosaméximum funded debt to EBITDA.
NTS capitalized $65,000 of deferred financing castsbutable to the Capital One line. In connettigth the loan, on October 19, 20

Newtek Business Services, Inc. entered into a Gy Payment and Performance with Capital OnekBard entered into a Pled
Agreement with Capital One pledging all NTS stoskcallateral. In October 2009, the $2,500,000 hoed under the line of credit converted
to a three year term loan, and was subsequentyndgtl to a five year term loan, at the greateriofié€plus 2.50% or 5.75% interest, and
maturing on May 1, 2015.

In April 2010, the Company closed two five-yeantdpans aggregating $14,583,000 with Capital Onglo€h $12,500,000 refinanced
Newtek Small Business Finar's debt to General Electric Commercial Capital (“6&nd $2,083,000 refinanced the pre-existing tkram
between Capital One and NTS. The interest ratd@2010 NTS term loan is variable based on the ntyhiBOR rate plus 4.25% or Prime
plus 2.25%, but no lower than 5.75%. The agreenmehides such financial covenants as a minimundfixiearge coverage ratio and
minimum EBITDA; the Company guarantees the ternmldde balance of the NTS term loan is includedates payable on the consolidated
balance sheet. As of December 31, 2013 and 202®,8$30 and $1,007,000 of the note was outstandaspectively. The weighted average
effective interest rate at December 31, 2013 was%. Interest is paid in arrears along with eacintimy principal payment due. Total
interest expense for the years ended Decembe038, 2012 and 2011 was approximately $46,000, $00abid $94,000, respectively.
Amortization associated with the deferred finandaingts attributable to the Capital One line anthtirans for the years ended December 31,
2013, 2012 and 2011 was $9,000, $10,000 and $xe80ectively, and is included in interest expendbe accompanying consolidated
statements of income.

Also in December 2010, NSBF entered into a revgiwredit facility with Capital One N.A. for $6,0@®O collateralized by the guaranteed
portion of SBA 7(a) loans originated. Upon meetiegtain requirements, NSBF has the right to in@d¢he maximum amount under the
facility by $6,000,000 which was exercised in Magfi1. The credit facility is used to fund thosetipms of SBA 7(a) loans made by NSBF
that are guaranteed by the SBA, with funds recearethe sale of those guaranteed portions of th&® BB) loans by NSBF reducing the
facility. In June 2011, NSBF obtained from Capaie an increase in its total revolving credit fidcifrom $12,000,000 to $27,000,000. In
October 2011, the term of the revolver was exterigedine months through September 2013, at whink the outstanding balance would
have been converted into a three year term loajulin2013 the SBA lender, received an extensiothemmaturity of its warehouse lines of
credit, totaling $27 million, with Capital One, N.fxom September 30, 2013 to May 31, 2015, at whiile the outstanding balance will be
converted into a three-year term loan. The extenaiso enhanced the terms of the credit faciltigsemoving the $15 million funding
sublimit for the non-guaranteed portions of the SBA) loans NSBF originates, and increasing theade rate to 55% from 50% for the non-
guaranteed portions of the SBA 7(a) loans. As afébaber 31, 2013 and 2012, NSBF had $25,952,00828:@854,000 outstanding under
line of credit. The interest rate on the portiontdf facility, collateralized by the government gardeed portion of SBA 7(a) loans, is set at
Prime plus 1.00%, and there is a quarterly facfity equal to 25 basis points on the unused poadtidine revolving credit calculated as of the
end of each calendar
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quarter. The interest rate on the portion of tldlifg, collateralized by the non-guaranteed portad SBA 7(a) loans, is set at Prime plus
1.875%, and there is a quarterly facility fee eqa&#5 basis points on the unused portion of threlvéng credit calculated as of the end of
each calendar quarter. The agreement includesdimasovenants at the parent company level witkdtssolidated subsidiaries including a
minimum fixed charge coverage ratio, minimum EBITBuirements and minimum cash requirements helhpital One. As of
December 31, 2013, the Company was in compliantetiv financial covenants set in this line.

Total interest expense for the years ended Dece81he&2013 and 2012 was $886,000 and $392,000, atbaplg. Through December 31,
2013, NSBF has capitalized $675,000 of deferreahfiing costs attributable to the credit line of eth$436,000 has been amortized. The
balance of $239,000 is included in other assetissraccompanying consolidated balance sheet.

In December 2010, NSBF engaged in a securitizatidhe unguaranteed portions of its SBA 7(a) lodmshe securitization, it used a special
purpose entity (Newtek Small Business Loan Trugi020 or the “Trust”) which is a VIE. Applying th@usolidation requirements for VIEs
under the accounting rules in ASC Topic 860, Trarssénd Servicing, and ASC Topic 810, Consolidatidnich became effective January 1,
2010, the Company determined that as the primamgfi@ary of the securitization vehicle, based rpiower to direct activities through its
role as servicer for the Trust and its obligatiorabsorb losses and right to receive benefitgatied to consolidate the securitization into its
financial statements. NSBF therefore consolidatedentity using the carrying amounts of the Truagsets and liabilities. NSBF continues to
recognize the assets in loans held for investmmeaht@cognize the associated financing in Bank nodgsble.

During the year ended December 31, 2010, NSBFfeamesl SBA loans held for investment of $19,615,60@ agreed to transfer $3,000,!

of future SBA loans held for investment when orajed, to the Trust which in turn issued notesliergar amount of $16,000,000 against the
assets. The notes were sold at a dollar priceéisatted in gross proceeds before reserve accandtsansaction expenses of $15,392,000.
See Note 5 — SBA loans, above, for a descriptidh@ioans and loan balances.

In December 2011, NSBF entered into a Supplemémdehture by which the original $16,000,000 of sé@ation notes were amended to
reflect a new initial principal amount of $12,88000as a result of principal payments made, andiaddl notes were issued in an initial
principal amount of $14,899,000, so that the ihdiggregate principal amount of all notes as ofddaloer 31, 2011 totaled $27,779,000. The
notes were backed by approximately $40,500,008efihguaranteed portions of loans originated art toriginated by NSBF under the
SBA loan program. The notes retained their AA gtimder S&P, and the final maturity date of the ad®eal notes is March 22, 2037. The
initial proceeds of the transaction were used payedebt, and the balance of the $5,000,000 prefgratcount was used to originate new
loans.

In March 2013, the Company completed a third sé&eation resulting in $20,909,000 of notes beirgyed in a private placement transact
The SBA lender transferred the unguaranteed patidiSBA loans in the amount of $23,569,000 anddditional $5,900,000 for new loans
to be funded subsequent to the transaction to @apmirpose entity, Newtek Small Business LoarsTA013-1. The notes received an “A”
rating by S&P, and the final maturity date of thetes is June 25, 2038. The proceeds of the traosdwve been and will be used to repay
debt and originate new loans.

In December 2013, NSBF completed an additionaktation whereby the unguaranteed portions of SBAdmf $23,947,000, and an
additional $3,642,000 in loans issued subsequethiettransaction, was transferred to the Trust. Tiast in turn issued securitization notes
for the par amount of $24,433,000 against the asset private placement. The notes received anréfihg by S&P, and the final maturity
date of the amended notes is April 25, 2039. Tlegeds of the transaction have been and will be ieseepay debt and originate new loans.

Deferred financing costs associated with the s#zation transactions totaled $2,921,000 and $1(i6at December 31, 2013 and 2012,
respectively, of which $734,000 and $393,000 hanlznortized. The net balance of $2,187,000 ant2$]Q00 is included in prepaid
expenses and other assets on the accompanyindidatet balance sheet. At December 31, 2013 and,2bé assets (before reserve for |
losses and discount) and liabilities of the comtdld Trust totaled $60,140,000 and $22,039,08pewtively.

The Trust is only permitted to purchase the unguasd portion of SBA 7(a) loans, issue asset-baskedrities, and make payments on the
securities. The Trust only issued a single serisgcurities to pay for the unguaranteed portibasguired from NSBF and will be dissolved
when those securities have been paid in full. THragry source for repayment of the debt is the dksts generated from the unguaranteed
portion of SBA 7(a) loans owned by the Trust; pifat¢ on the debt will be
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paid by cash flow in excess of that needed to eipus fees related to the operation of the Trodtiaterest on the debt. The debt has an
expected maturity of about six years based onxpected performance of the underlying collatera sinucture of the debt and a legal
maturity of 30 years from the date of issuance. d¢sets of the Trust are legally isolated and atavailable to pay NSBF's creditors.
However, NSBF continues to retain rights to casiemees and residual interests in the Trust andragkive servicing income. For bankruptcy
analysis purposes, NSBF sold the unguaranteecperto the Trust in a true sale and the Trustsisparate legal entity. The investors and the
Trusts have no recourse to any of NSBF's othertai$sefailure of debtors to pay when due; howeW8BF's parent, Newtek, has provide
limited guaranty to the investors in the Trustimamount not to exceed 10% of the original issuamseunt (or $2,778,000), to be used after
all of the assets of the Trust have been exhaustexinotes were issued with an AA rating from S&Rdd on the underlying collateral.

Total expected principal repayments for the nesd fiscal years and thereafter are as followsHausands):

December 31 Notes Payabl Capital Lease Total
2014 $ 22,24: $ 23t $ 22,477
2015 1,56: 24¢ 1,812
2016 7,59( 157 7,74
2017 9,82: 1 9,82¢
2018 — — —
Thereaftel 60,14( — 60,14(
$ 101,35¢ $ 642 $102,00(

NOTE 13—NOTES PAYABLE IN CREDITS IN LIEU OF CASH:

Each Capco has separate contractual arrangemehttheiCertified Investors obligating the Capcartake payments on the Notes.

At the time the Capcos obtained the proceeds ftaissuance of the Notes, Capco warrants or Comgamynon shares to the Certified
Investors, the proceeds were deposited into esaomaunts which required that the insurance comstfaetconcurrently and simultaneously
purchased from the insurer before the remainingg®ds could be released to and utilized by the €apte Capco Note agreements require,
as a condition precedent to the funding of the Bltiiat insurance be purchased to cover the risiacaded with the operation of the Capco.
This insurance is purchased from Chartis Speciaftyrance Company and National Union Fire Insura&@mepany of Pittsburgh, both
subsidiaries of Chartis, Inc. (Chartis), an intéioraal insurer. Chartis and these subsidiaries/afé credit rated by S&P. In order to comply
with this condition precedent to the funding, thet®é closing is structured as follows: (1) the fled Investors wire the proceeds from the
Notes issuance directly into an escrow accountth@escrow agent, pursuant to the requirementsruihd Note and escrow agreem:
automatically and simultaneously funds the purcludidke insurance contract from the proceeds reckiVhe Notes offering cannot close
without the purchase of the insurance, and the @apre not entitled to the use and benefit of #tgroceeds received until the escrow agent
has completed the payment for the insurance. Utheeterms of this insurance, the insurer incursptiiraary obligation to repay the Certified
Investors a substantial portion of the debt as a&lio make compensatory payments in the evenloskaof the availability of the related tax
credits. The Coverage A portion of these contrakes the insurer primarily obligated for a portafrihe liability.

The Capcos, however, are secondarily, or contimgdrable for such payments. The Capco, as a ssyrobligor, must assess whether it

a contingency to record on the date of issuanceatirdery reporting date thereafter until the iesunakes all their required payments. As of
December 31, 2013, the insurer has made all af¢heduled cash payments under Coverage A, therthi@@ontingent liability of the
Company has been extinguished.

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

Although Coverage B protects the Certified Invest@s described above, the Company remains primiatille for the portion of this
obligation. This liability has been recorded asesqtayable in credits in lieu of cash, represerttiegpresent value of the Capcos’ total
liability it must pay to the Certified Investorsu& amount will be increased by an accretion ariggt expense during the term of the Notes
and will decrease as the Capcos pay interest liyedielg the tax credits, or paying cash.
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As discussed in Note 3, the Company adopted féirevaption for financial assets and liabilities corrent with its adoption fair value
accounting effective January 1, 2008 for valuingésgayable in lieu of cash with the exception dfstire Advisers, LLC. Following is a
summary of activity of Notes payable in creditdiéu of cash balance for the years ended Decenhe2(®.3 and 2012 (in thousands):

2013 2012
Balance, beginning of year $ 8,70¢ $16,94¢
Add: Accretion of interest expen 118 522
Less: Deliveries of tax credi (5,187) (9,362)
Fair value adjustmel 7 59t
Balance, end of ye: $ 3,641 $ 8,70¢

Under the Note agreements, no interest is paith&yapcos in cash provided that the Certified lioregeceive the uninterrupted use of the
tax credits. The Certified Investors acknowledgehie Note agreements, that the insurer is prisneggponsible for making the scheduled
cash payments as provided in the Notes.

NOTE 14—NON-CONTROLLING INTERESTS:

The following is the aggregate percentage inteveite non-controlling interests as of December2®i,3 and 2012 (in thousands):

Minority -Owned Entity % Interest 2013 2012
Wilshire Alabama Partners, LLC 00.€% $ 3 $ 7
Exponential of New York, LLC 61.(% 2,08¢ 2,32¢
Other (*) — (42€) (27¢)
Total $1,66¢ $2,05¢

* Other includes non-controlling interests in PMTk® Payroll, LLC, and Secure Cyber Gateway Seryice€ (“OLS”). During 2013, the
Company completed a restructure of equity for Ob8nerly 50.1% minority owned, which included theneersion of $518,000 debt
payable to Wilshire Texas Partners, LLC (“WT1"yedated party, in exchange for a new class of nmtimyg class B preferred stock and an
additional 16.8% share of the common interestsld$ (

NOTE 15—COMMITMENTS AND CONTINGENCIES:

Operating and Employment Commitments

The Company leases office space and other offin@etent in several states under operating leaseaggnts which expire at various dates
through 2019. Those office space leases whichaimnmbre than one year generally contain sched@etincreases or escalation clauses.

The following summarizes the Company’s obligatiansl commitments, as of December 31, 2013, for éuttinimum cash payments
required under operating lease and employment agnets (in thousands):

Operating Employment
Year Leases * Agreements Total
2014 $ 3,081 $ 28¢ $3,37(
2015 1,504 — 1,504
2016 63€ — 63¢
2017 532 — 532
2018 30¢ — 30¢
Thereaftel 10¢€ — 10€
Total $ 6,17(C $ 28¢ $6,45¢

*  Minimum payments have not been reduced by minimubtesise rentals of $1,933,000 due in the futureundr-cancelable sublease
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Rent expense for 2013, 2012 and 2011 was approsiyn$2,406,000, $2,459,000, and $3,748,000, resmbet

Under the amended terms of a Service Agreementigleet UPS and Servicer; and amended terms of Meréltagram Processing
Agreement, between UPS, Servicer and one of themsoring banks, UPS is required to pay minimurs f&e$1,000,000 in total under these
agreements during each processing year. The Consp@eypayments for the 12-month period ended Déeer81, 2013, exceeded the
minimum required amount under these agreements.

Under the terms of an Independent Sales Organizatipeement and Member Services Provider Agreeimetmteen UPS and one of their
sponsoring bank, UPS is required to pay monthlyirmim fees of $10,000 during the term of the agregmkhe Company exceeded the
monthly minimum required amount under the agreerfarthe year ended December 31, 2013.

Under the amended terms of a Processing ServiceseAwent between UPS and one of their front-endgssmrs, UPS is required to pay a
quarterly minimum of $68,000 during the term of #mended agreement. The Company'’s fee paymentisefdr2-month period ended
December 31, 2013, exceeded the minimum requirediabhunder these agreements.

Legal Matters

In the ordinary course of business and from tim@ne, we are named as a defendant in various f@gakedings. The Company evaluates
such matters on a case by case basis and its polieycontest vigorously any claims it believes aithout compelling merit.

We recognize a liability for a contingency in aamliexpenses and other liabilities when it is prébéiat 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 judgmerntherpart of management.

The Company is currently involved in various coatrelaims and litigation matters. In addition, asdfully described in Item 1. Legal
Proceedings, during the quarter ended June 30, tb@1Bederal Trade Commission amended an existimplaint in the matter Federal Tre
Commission v. WV Universal Management, LLC et alirtclude Universal Processing Services of WisagrisiC (“UPS”), the Company’s
merchant processing subsidiary, as an additiorfahdant on one count. The Company does not belfatehe facts or the FTC'’s legal
theory support the FTC's allegations against UPSeasorth in the complaint, and the Company ingetadvigorously challenge the FTC’s
claims. As such, we have not established a lossngancy for this matter.

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

In May 2013, the automated clearing house (“ACHYvider used by the Company’s payroll processirgsiliary, PMT Payroll, LLC
(“PMT"), ceased processing payments which resuhetie inability or refusal of the ACH provider'sqeessing bank to send the
corresponding credits to PMT's customers’ employ@&és total amount debited from PMsTcustomer accounts and unsuccessfully credi
its’ customers’ employees was approximately $1,318, Upon learning of this failure, PMT and the Qamy immediately paid all funds
owing directly to any of its affected customers’@ayees. Of this amount, the Company has succéssfdovered approximately $814,000
to date from the provides’bank. The Company is currently working with legalinsel to recover the remaining funds and has bigerously
working with its customers’ banks to process redufie may also initiate litigation to pursue thairl. At this time, the Company believes it
is reasonably possible a loss may occur if the Gomjps unsuccessful in causing the affected bamksdcess the remaining returns. While
such a loss is possible, the Company does notedit it is probable or that the amount can lienased at this time.

NOTE 16—TREASURY STOCK:

Shares of common stock repurchased by us are egtattccost as treasury stock and result in a remuof equity in our consolidated balance
sheet. From time-to-time, treasury shares may issued as part of our stoblased compensation programs. When shares area@jsgse us:
the weighted average cost method for determinirsg dde difference between the cost of the shardglee issuance price is added or
deducted from additional paid-in capital.
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In November 2011, the Newtek Board of Directorspdd a stock buy-back program authorizing managéinesnter the market to re-
purchase up to 1,000,000 of the Company’s commareshThis 1,000,000 share authorization repldezsitexercised portions of two
previous authorizations and will terminate in oeaiy As of December 31, 2013, the Company purchasethl of 802,920 treasury shares
under this authorization. The Company reissued49zhd 66,760 shares in 2013 and 2012, respectimetpnnection with the Company’s
401k match program, and during 2013 reissued 27%h8&€es related to the exercise of non-qualifiedksbptions, 115,000 shares related to
the exercise of incentive stock options, and 1548tdres of restricted stock. In addition, 472,81 es that were held by an affiliate were
issued to the Company in 2008 as settlement ofigstanding liability and are being held as treasingres.

NOTE 17—INCOME PER SHARE:

Basic income per share is computed based on ttghteei average number of common shares outstandiggdhe period. The dilutive
effect of common share equivalents is includedhendalculation of diluted income per share only mwitee effect of their inclusion would be
dilutive (in thousands, except for per share data).

YEAR ENDED DECEMBER 31,

The calculations of Net Income (Loss) Per Share we: 2013 2012 2011
Numerator:
Numerator for basic and diluted E—income available to common

stockholders $ 7,52¢ $ 5,648 $ 3,33¢
Denominator
Denominator for basic EF—weighted average shatr 35,29¢ 35,52 35,70¢
Denominator for diluted EF—weighted average shar 37,90¢ 36,74’ 36,07:
Net income per share: Bas $ 0.21 $ 0.1¢€ $ 0.0¢
Net income per share: Dilutt $ 0.2C $ 0.1f $ 0.0¢

The amount of anti-dilutive shares/units excludeairf above is as follows (in thousands):

YEAR ENDED DECEMBER 31,

2013 2012 2011
Stock options — — 85€
Warrants — 50 50
Contingently issuable shar 83 83 83

NOTE 18—INCOME FROM TAX CREDITS:

Each Capco has a contractual arrangement withteylar state or jurisdiction that legally entitlése Capco to earn and deliver tax credits
(ranging from 4% to 11% per year) from the statgudgsdiction upon satisfying certain criteria.fiacal 2013, 2012 and 2011, the Company
recognized income from tax credits resulting fréma accretion of the discount attributable to teedits earned in prior years. As the tax
credits are delivered to the Certified Investdns, asset balance is offset against notes payabtediits in lieu of cash. As discussed in Not
the Company adopted fair value accounting conctlyrevith the adoption of fair value option for fineial assets and financial liabilities on
January 1, 2008 to value its credits in lieu ofhchalance. As a result, the income from tax craditetion for the years ended December 31,
2013, 2012 and 2011 has been recorded at fair vaheetotal income from tax credits recognizedemenues in the consolidated statements
of income was $113,000, $522,000, and $1,390,00théoyears ended December 31, 2013, 2012 and 2€ddectively.
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NOTE 19—INCOME TAXES:
Provision (benefit) for income taxes for the yeamsled December 31, 2013, 2012 and 2011 is as ®{imvthousands):

2013 2012 2011
Current:
Federa $ 5,07¢ $ 4,511 $ 41t
State and loce 132 1,51¢ 1,26:
5,207 6,03( 1,67¢
Deferred:
Federa (1,139 (1,73)) (2,447
State and loce (159 (417) (432)
(1,289 (2,149 (2,877%)
Total provision (benefit) for income tax $ 3,91¢ $ 3,882 $(1,195)

Included in the 2013 current state provision ie@eivable from state tax refunds in the amounppfeximately $1,115,000, which favorably
impacted the Company’s effective tax rate by apipnaely 8.6% for the year ended December 31, 20 receivable resulted from the
amendment of the 2010, 2011 and 2012 tax returns.

A reconciliation of income taxes computed at th8.Uederal statutory income tax rate (35% in 2@&B3p in 2012, and 34% in 2011) to the
provision (benefit) for income taxes for the yeansled December 31, 2013, 2012 and 2011 is as ®{mithousands):

2013 2012 2011
Provision Provision Benefit
Provision (benefit) for income taxes at U.S. fetlstatutory rate of 35%

(2012) and 34% (2011 and 20! $ 3,87« $ 3,30« $ 68¢
State and local taxes, net of federal ber 39¢ 72C 734
Deferred adjustment tr-ups 11€ — —
Permanent difference 91 46 (80)
Deferred tax asset valuation allowance increaser¢ase 17¢ (185) (3,05€)
Change in NYC valuation allowan (3,370 — —
Deferred rate true i— NYC NOL 3,37( — —
Other-refund from prior year amended state rett (639) — —
Other (107) 3 51¢

Total provision (benefit) for income tax $ 3,91¢ $ 3,882 $(1,195)

Deferred tax assets and liabilities consisted efftiowing at December 31, 2013 and 2012 (in thods):

2013 2012

Deferred tax asset
Net operating losse“NOLSs") and capital losses (excluding New York City

NOL) $ 3,19¢ $ 2,91¢
New York City NOL 22t 4,24:
Prepaid insuranc 217 472
Loan loss reserves and fair value discol 2,36¢ 1,30(
Flow through of deferred items from investmentsgjuralified businesse 522 522
Deferred compensatic 88( 59¢
Loss on investmen — 257
Interest payable in credits in lieu of c¢ 1,17 1,30¢
Depreciation and amortizatic 897 1,38:
Other 914 1,32¢
Total deferred tax assets before valuation allow: 10,39° 14,32
Less: Valuation allowanc (3,459 (3,279
Less: Valuation allowanc— New York City NOL (225 3,59¢
Total deferred tax asse 6,71¢ 7,45:
Deferred tax liabilities
Credits in lieu of cas (2,550 (4,57))
Deferred incom (569) (569
Total deferred tax liabilitie (3,119 (5,13

Net deferred tax ass $ 3,60¢ $ 2,31¢
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As of December 31, 2013, the Company had grossr&e®Ls of approximately $4,885,000 and state landl NOLs of approximately
$7,294,000 which will begin to expire in 2020, &21796,000 of capital losses with a full valuat@iowance which will expire in 2013 and
2014. The Federal NOLs are attributable to NSBFMNBE, of which the NOLs at NBC have a full valuatiallowance and the NOLs at
NSBF, subject to IRC Section 382 limitations, havgartial valuation allowanc

Realization of the deferred tax assets is deperategenerating sufficient taxable income in futgears. The Company had total valuation
allowances of approximately $3,678,000 and $6,8X®d% of December 31, 2013 and 2012, respectiValy decrease in the New York City
valuation allowance represents a reduction in gpogionment rate applicable to NYC NOLs due to@wnpany filing a combined NYC
return beginning in 2012. Additionally the Compadmslieves it is more likely than not that the entiréC NOL will not be utilized in the

future. The remaining change in valuation allowargggesents a release in valuation allowance cetat&lSBF Section 382 NOLs that the
Company believes it is more likely than not thawiit use, offset by an increase in the valuatilaveance for capital losses that the Company
believes it is more likely than not it will not usethe future.

The Company analyzed its tax positions taken oin Fezleral and state tax returns for the open &ay2010, 2011 and 2012, and used three
levels of analysis in determining whether any utaisties existed with respect to these positiom first level consisted of an analysis of the
technical merits of the position, past adminisiafiractices and precedents, industry norms anaritial audit outcome. The second level of
analysis was used to determine if the threshold-€rtttan 50%) was met for the tax filing positiomeTthird level of analysis consisted of
determining the probable outcome once it was detemthat the threshold was met for the tax fijpagition. Based on our analysis, the
Company determined that there were no uncertaipaaitions and that the Company should prevail upamination by the taxing

authorities.

The Company’s operations have been extended to jottiedictions. This extension involves dealinglwiincertainties and judgments in the
application of tax regulations in these jurisdingoThe final resolution of any tax liabilities atependent upon factors including negotiations
with taxing authorities in these jurisdictions amdolution of disputes arising from federal, statd local tax audits. The Company recognizes
potential liabilities associated with anticipated tiudit issues that may arise during an examinakiterest and penalties that are anticipated
to be due upon examination are recognized as atanterest and other liabilities with an offsetnterest and other expense. The Company
determined that there were no uncertainties wispeet to the application of tax regulations in ¢éhgsisdiction s.

NOTE 20—LEASE RESTRUCTURING CHARGES:

During 2011, the Company relocated its corporatelanding facility to two smaller spaces in orderéduce its expense and improve its «
flows. Simultaneous with this relocation, on Novemnh, 2011, the Company entered into a subleaseagnt with respect to its offices
located at 1440 Broadway, New York, NY. The Compeaogtinues to remain obligated under the termé&efariginal lease. Based on the
remaining obligation of the original lease and ¢lsémated sublet income, during 2011 the Compaggrded a pretax charge to earnings of
approximately $990,000 upon the cease-use datesepting the present value of the amount by witiehrént and other direct costs paid by
the Company to the landlord exceeds any rent paiklet Company by its tenant under the new subleasethe remainder of the lease term,
which expires in October 2015. The Company recoederkdit to rent expense of approximately $291fo0@ach of the years ended
December 31, 2013 and December 31, 2012 from thection in the accrued lease loss for the years @hiount is included in other general
and administrative expense on the consolidatedmtits of income.

NOTE 21—BENEFIT PLANS:
Defined Contribution Plan

The Company’s employees participate in a definedrdmution 401(k) plan (the “Plan”) adopted in 20@4ich covers substantially all
employees based on eligibility. The Plan is degigimeencourage savings on the part of eligible eyg#s and qualifies under Section 401(k)
of the Internal Revenue Code. Under the Plan,ld8égimployees may elect to have a portion of thay, including overtime and bonuses,
reduced each pay period, as pre-tax contributipn® the maximum
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allowed by law. The Company may elect to make achiag) contribution equal to a specified percentafgihe participant’s contribution, on
their behalf as a pre-tax contribution. For thergemded December 31, 2013 and 2012, the Compatthatb50% of the first 2% of
employee contributions, resulting in $137,000 abh@8000 in expense recorded in 2013 and 2012, cieply.

NOTE 22—RELATED PARTY TRANSACTIONS:

During the years ended December 31, 2013, 20122@hd, the Company provided merchant processing tmmpany controlled by the
father-in-law of a major stockholder and formerdiient of the Company, in the approximate amou§ti&,000, $27,000 and $48,000,
respectively. In connection with these transactitims Company recorded a receivable of $1,000 &r@D$ at December 31, 2013 and 2012,
respectively.

The Company pays gross residuals to an indepesdézd organization (“ISO”) controlled by a majarcitholder of the Company. The ISO
earns gross residuals from Newtek, and in turn paysmissions to its sales representatives as weltreer operating expenses. Gross
residuals paid by the Company to the ISO for treryended December 31, 2013, 2012 and 2011 werexapately $3,636,000, $3,155,000
and $1,649,000, respectively.

During the years ended December 31, 2013, 2012@hd, the Company contracted with PMTWorks, LLCgayroll related services.
Certain owners of PMTWorks, LLC also own non-coliitng interest in Newtek Payroll Services, LLC, ensolidated VIE. PMTWorks, LLC
provided services including operational, admintstea customer support, technical, risk managensaiés and marketing and other services
in order to assist Newtek Payroll Services, LL@amducting payroll processing, tax filing, humasaerce information services, benefits
administration, time and labor management andeélancillary business services. The Company pad08D for these services for the year
ended December 31, 2011, there were no corresppetierges for services performed by related pditiethe years ended December 31,
2013 and 2012.

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

NOTE 23—STOCK OPTIONS AND RESTRICTED STOCK GRANTED TO EMPLOYEES:

As of December 31, 2013, the Company had threeediemed compensation plans, which are described b&legvcompensation cost that
been charged against income for those plans was @8 $543,000 and $480,000 for the years endedreer 31, 2013, 2012 and 2011,
respectively, and is included in salaries and hitmahd other general and administrative costeénaccompanying consolidated statements of
income for stock compensation related to emplogeelsthe board of directors, respectively.

The Newtek Business Services, Inc. 2000 Stock tineand Deferred Compensation Plan, as amendesl;Z000 Plan”) currently provides
for the issuance of awards of restricted shareagdo a maximum of 4,250,000 common shares to @epk and non-employees. The
issuance of options under this Plan expired on Bees 31, 2009. All restricted shares or previogghnted options are issued at the fair
value on the date of grant. Options issued genehnalle a maximum term that ranges from 2 to 10syaad vesting provisions that range
from O to 3 years. As of December 31, 2013, theee2e299,108 shares available for future grant uttde plan.

The Newtek Business Services, Inc. 2003 Stock tigeRlan, as amended, (the “2003 Plan”) currepttyvides for the issuance of awards of
restricted shares or options for up to a maximurh,000,000 common shares to employees and non-gegdoAll restricted shares or
options are issued at the fair value on the datraft. Options issued generally have a maximum taat ranges from 2 to 10 years and
vesting provisions that range from 0 to 3 yearsoABecember 31, 2013, there were 540,460 shawgkahbie for future grant under this plan.

The Newtek Business Services, Inc. 2010 Stock tiaeRlan, (the “2010 Plan”) currently provides tbe issuance of awards of restricted
shares or options for up to a maximum of 1,650@8@mon shares to employees and non-employeeseditiated shares or options are
issued at the fair value on the date of grant.@gtissued generally have a maximum term that safigen 2 to 10 years and vesting
provisions that range from 0 to 4 years. As of Delger 31, 2013, there were 241,500 shares availabfature grant under this plan.
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A summary of stock option activity under the 20R003 and 2010 Plans as of December 31, 2013 amdjebaluring the year then ended are
presented below:

Weighted Average Aggregate
Weighted Average Intrinsic Value
Shares Remaining Term
Stock Options (In thousands’ Exercise Price (In years) (In thousands)
Outstandin—December 31, 201 79t $ 1.4 4.6¢ 332
Exercisec (143 1.3¢ $ —
Cancellec (6C) 1.5C
Outstandin—December 31, 201 592 $ 1.4t 3.2t $ 1,002
Exercisabl—December 31, 201 592 $ 1.4t 3.2t $ 1,002

There were no options granted during the yearsceBadeember 31, 2013, 2012 and 2011.

As of December 31, 2013, there was $895,000 of tmeecognized compensation costs related to ngtedeshare-based compensation
arrangements granted under the 2000, 2003 andPab8. Of that cost, $277,000, $90,000, $393,000$4:34,000 is expected to be
recognized ratably through July 2014, July 2015rdi&2016 and July 2016, respectively.

In March 2011, Newtek granted certain employeescetives and board of directors an aggregate @21000 shares of restricted stock
valued at $1,941,000 or $1.70 per share. The &irevof these grants was determined using theséile of the common shares at the grant
date. The restricted shares are forfeitable updg ealuntary or involuntary termination of the etopee. Upon vesting, the grantee will
receive one common share for each restricted stested. Under the terms of the plan, these shaaedavado not include voting rights until
the shares vest. The grants are valued usingrdigtstline method and vest on July 1, 2014. Assailt, the Company charged $497,000,
$465,000 and $464,000 to income in 2013, 2012 &id Zrespectively, in connection with the vestiegipd associated with grants that
remain outstanding.

In the second quarter of 2012, Newtek granted iceetaployees and executives an aggregate of 123¢ddicted shares valued at $184,000.
The grants vest on July 1, 2014. The fair valuthe$e grants was determined using the fair valibeofommon shares at the grant date. The
restricted shares are forfeitable upon early valnor involuntary termination of the employee. Wp@sting, the grantee will receive one
common share for each restricted share vested.ruheléerms of the plan, these share awards dmdoide voting rights until the shares
vest. The Company charged $53,000, $38,000 and®25%¢ share-based compensation expense duringéne ended December 31, 2013,
2012 and 2011, respectively, in connection withwbsting period associated with grants that reroatstanding.

During the first quarter of 2013, the Company gedntertain employees, executives and directorggregate of 300,000 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 $182,000 in share-based compensgatithe year ended December 31, 2013, in coioreetith the vesting period
associated with these grants.

During the second quarter of 2013, the Companytgcacertain employees and executives an aggre§8® Q@00 restricted shares of comn
stock valued at $174,000 with a vesting date ofdidr, 2016. The fair value of these grants wasragted using the fair value of the
common shares at the grant date. The restricteeéshae forfeitable upon early voluntary or invdamy termination of the employee’s
employment. Upon vesting, the grantee will rec&ime common share for each restricted share vedteter the terms of the plan, these s
awards do not include voting rights until the skarest. In connection with the vesting period aisged with these grants, the Company
recorded $31,000 in share-based compensationdarer ended December 31, 2013.

During the third quarter of 2013, the Company gedrdertain employees an aggregate of 70,000 restréhares of common stock valued at
$176,000 with 10,000 vesting on March 1, 2016 ah@@®@0 vesting on July 31, 2016. The fair valuehafse grants was determined using the
fair value of the common shares at the grant ddte.restricted shares are forfeitable upon eardyntary or involuntary termination of the
employee’s employment. Upon vesting, the grantder@deive one common share for each restrictedeshested. Under the terms of the
plan, these share awards do not include votinggightil the shares vest. The Company recordedd$R1in share-based compensation for the
year ended December 31, 2013 in connection witlvélséing period associated with these gre
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A summary of the status of Newtek’s non-vestedriest shares as of December 31, 2013 and changiegdhe year then ended is
presented below:

Weighted Average
Number of Share:
Grant Date Fair

Non-vested Restricted Share (in thousands) Value

Non-vestec—December 31, 201; 1,14¢ $ 1.6€
Granted 45C $ 2.01
Vested and issued (15) $ 1.7t
Forfeited (95) $ 1.7¢
Non-veste—December 31, 201 1,48¢ $ 1.7¢

NOTE 24—SEGMENT REPORTING:

Operating segments are organized internally prignbyi the type of services provided. The Company dggregated similar operating
segments into six reportable segments: Electroamjongnt processing, Managed technology solutiongllSmasiness finance, All other,
Corporate and Capcos.

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

The Small business finance segment consists ofl8usiness Lending, Inc., a lender that primariligimates, sells and services government
guaranteed SBA 7(a) loans to qualifying small beisges through NSBF, its licensed SBA lender; the@3 &/hitestone 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 themselveslefider generates expenses for interest, profedsiess, salaries and benefits, deprecie
and amortization, and provision for loan lossdspfalvhich are included in the respective captiontioe consolidated statements of income.
NSBF also has expenses such as loan recovery egédoan processing costs, and other expensearthatl included in the other general .
administrative costs caption on the consolidatatestents of income.

The Managed technology solutions segment congi$td 8, acquired in July 2004. NTS’s revenues améved primarily from web hosting
services and consist of web hosting and set up KES generates expenses such as professionapfegs|l and benefits, and depreciation
and amortization, which are included in the respeataption on the accompanying consolidated statésnof income, as well as licenses and
fees, rent, and general office expenses, all oEwhre included in other general and administratoss in the respective caption on the
consolidated statements of income.

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

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

The Capco segment, which consists of the twelve@amenerates non-cash income from tax credtesgst income and gains from
investments in qualified businesses which are gediin other income. Expenses primarily include-nash interest and insurance expense,
management fees paid to Newtek (and included ifCtvporate 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.
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The following table presents the Company’s segritdatmation for the years ended December 31, 20032 and 2011 and total assets as of
December 31, 2013 and 2012 (in thousands):

F-43

For the year
ended
December 31

For the year
ended
December 31

For the year
ended
December 31

2013 2012 2011
Third Party Revenue
Electronic payment processi $ 89,65¢ $ 85,48¢ $ 82,48¢
Small business financ 34,11 25,40¢ 21,02t
Managed technology solutio 17,57¢ 18,21 19,18«
All Other 2,56¢ 1,86( 1,83t
Corporate activitie 90C 78t 1,092
Capcos 21% 683 1,49
Total reportable segments 145,02 132,43¢ 127,11¢
Eliminations (1,43)) (1,306 (1,780
Consolidated Total $ 143,59 $ 131,13( $ 125,33
Inter Segment Revenue
Electronic payment processi $  3,26f $  2,25( $  1,53(
Small business financ 52C 67C 67€
Managed technology solutio 52¢€ 612 647
All Other 1,65¢ 1,85( 2,07¢
Corporate activitie 4,75 3,68¢ 2,79¢
Capco 80t 817 80¢€
Total reportable segments 11,52 9,88: 8,521
Eliminations (11,529 (9,889 (8,527%)
Consolidated Total $ — $ — $ —
Income (loss) before income taxe
Electronic payment processi $ 8,30/ $ 7,041 $ 6,157
Small business financ 10,14 8,094 4,13t
Managed technology solutio 3,56¢ 4,25¢ 4,83
All Other (1,60€) (1,03¢) (739
Corporate activitie (8,002 (7,51 (20,170
Capco (1,289 (1,400 (2,197
Total reportable segments 11,11¢ 9,43¢ 2,02¢
Eliminations (50 — —
Totals $ 11,06¢ $  9,43¢ $  2,02¢
Depreciation and Amortization
Electronic payment processi $ 35¢ $ 74% $ 1,41¢
Small business financ 1,241 91¢ 892
Managed technology solutio 1,31¢€ 1,21¢ 1,387
All Other 208 36 8C
Corporate activitie 161 11€ 162
Capca 5 6 13
Totals $ 3,28/ $ 3,03¢ $ 3,95¢
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For the year For the year For the year
ended ended ended
December 31 December 31 December 31
2013 2012 2011
Interest (Income) Expense, ne
Electronic payment processi $ 4 $ (6) $ (12)
Small business financ 76€ 46€ (515)
Managed technology solutio 94 8C 10z
All Other () 2 (20
Corporate activitie 24 8 (20
Capcos 96 527 1,24(
Total reportable segments 97t 1,07: 787
Eliminations 50 — —
Consolidated Total $ 1,02 $ 1,07: $ 787
Identifiable Assets

Electronic payment processi $  9,06( $ 12,46t
Small business financ 156,44 104,15!
Managed technology solutio 12,027 12,02:
All Other 3,82¢ 1,762
Corporate activitie 9,351 5,72¢
Capca 7,89¢ 16,617
Consolidated Total $ 198,61 $ 152,74

NOTE 25—QUARTERLY INFORMATION (UNAUDITED):

The following table sets forth certain unauditedsaidated quarterly statement of income data frileeneight quarters ended December 31,
2013. This information is unaudited, but in thenipn of management, it has been prepared subdtamiiathe same basis as the audited
consolidated financial statements appearing elseminghis report, and all necessary adjustmeiissisting only of normal recurring
adjustments, have been included in the amounesdsbetiow. The consolidated quarterly data shouldebd in conjunction with the current
audited consolidated statements and notes thdrke¢ototal of the quarterly EPS data may not equéié full year results.

Three Months Ended
(In Thousands, except Per Share Date

201% 3/31 6/30 9/30 12/31
Total Revenue $34,14¢ $37,01: $34,77¢ $37,66¢
Income before income tax $ 2,202 $ 2,881 $ 1,95¢ $ 4,03
Net income available to common stockholc $ 1,452 $ 1,84: $ 1,82( $ 2,41«
Income per sha—Basic $ 004 $ 00t $ 008 $ 0.07
Income per sha—Diluted $ 0.04 $ 0.0t $ 0.0f $ 0.0¢

Three Months Ended
(In Thousands, except Per Share Date

201: 3/31 6/30 9/30 12/31

Total Revenue $30,72¢ $32,33¢ $33,45¢ $34,60¢
Income before income tax $ 1,63 $ 1,94¢ $ 2,65¢ $ 3,201
Net income available to common stockholc $ 1,01¢ $ 1,24 $ 1,307 $ 2,074
Income per sha—Basic $ 0.0c $ 0.0c $ 0.0¢ $ 0.0¢
Income per sha—Diluted $ 0.0¢ $ 0.0¢ $ 0.0¢ $ 0.0¢
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NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Barry Sloane

PREAMBLE . This Agreement entered into this Bilay of March 2014, by and between Newtek Businessi&s, Inc. (the
“Company”) and BARRY SLOANE (the “Executive”), effeve immediately.

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

(b) “ Change in Contro! shall mean any one of the following events: (¢ facquisition of ownership, holding or power tdevo
50% or more of the Company’s voting stock, (ii) #eguisition of the ability to control the electioha majority of the Company’s directors,
(iii) the acquisition of a controlling influence ewthe management or policies of the Company bypangon or by persons acting as a
“group” (within the meaning of Section 13(d) of tBecurities Exchange Act of 1934), or (iv) durimy geriod of two consecutive years,
individuals (the “Continuing Directors”) who at theginning of such period constitute the Board wé&ors of the Company (the “Existing
Board”) cease for any reason to constitute at leasthalf thereof, provided that any individual whelection or nomination for election as a
member of the Existing Board was approved by a wb# least two-thirds of the Continuing Directtinen in office shall be considered a
Continuing Director. For purposes of this paragraply, the term “person” refers to an individualaocorporation, partnership, trust,
association, joint venture, pool, syndicate, setgpetorship, unincorporated organization or atheoform of entity not specifically listed
herein. Notwithstanding the foregoing, a Chang€amtrol as defined in this Section 1(b) shall netigated as a Change in Control for
purposes of this Agreement unless it constituteEehange in control event” within the meaning of Gat 1.409A-3(i)(5) of the Treasury
Regulations promulgated under section 409A of titerhal Revenue Code of 1986, as amended (the *C(itle “Treasury Regulations”)

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



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

(H “ Common Stockshall mean common shares of the Company.

(9) “ Effective Datée shall mean the date of execution referenced énRfeamble of this Agreement.

(h) “ Executive’ shall mean Barry Sloane.

(i) “ Good Reasoishall mean any of the following events, which Inas been consented to in advance by the Execintive
writing: (i) the requirement that the Executive radvs personal residence, or perform his prinagpalcutive functions, more than fifty
(50) miles from his primary office as of the Effiet Date; (ii) a material reduction in the Execets/base compensation as the same may be
increased from time to time; (iii) the failure ByetCompany to continue to provide the Executivéawidmpensation and benefits provided for
on the Effective Date, as the same may be increfasadtime to time, or with benefits substantiaiynilar to those provided to him under ¢
of the Executive benefit plans in which the Exegeithow or hereafter becomes a participant, orakimg of any action by the Company
which would directly or indirectly reduce any ofcsubenefits or deprive the Executive of any matédriage benefit enjoyed by him; (iv) the
assignment to the Executive of duties and respditieib that constitute a material diminution frahrose associated with his position on the
Effective Date; (v) a failure to elect or reeldu¢ tExecutive to the Board of Directors of the Comyp4vi) a material diminution or reduction
in the Executive’s responsibilities or authoritpdliuding reporting responsibilities) in connectisith his employment with the Company.

() “ Just Causé shall mean the Executive’s willful misconductebch of fiduciary duty involving personal profitténtional
failure to perform stated duties, conviction fdiebony, or material breach of any provision of tAigreement. No act, or failure to act, on the
Executive’s part shall be considered “willfulhless he has acted, or failed to act, with anradesef good faith and without a reasonable b
that his action or failure to act was in the bastriests of the Company.

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

() “ Trigger Event shall mean (i) the Executive’s voluntary terminatof employment within ninety (90) days of an eithat
both occurs during the Protected Period and comstitGood Reason, or (ii) the termination by thenGany or its successor(s) in interest, of
the Executive’'s employment for any reason othem thest Cause during the Protected Period.

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

3. Base CompensatioThe Company agrees to pay the Executive duriagettm of this Agreement a salary at the rate 490@&000 per
annum, payable in cash not less frequently thantimhorAdditionally, the Board shall review, not esften than annually, the rate of the
Executive’s salary and may decide to further insedais salary.

4. Cash Bonuses; Incentive Compensation

(a) The Board shall determine the Executive’s righteceive incentive compensation in the formasftcbonuses and other
awards. No other compensation provided for in Agseement shall be deemed a substitute for suantive compensation. Cash bonuses
shall be awarded pursuant to the terms of the Cagip@&Annual Cash Bonus Plan, if one has been addptehe Board and if not, then by
action of the Board.

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

5. Other Benefits

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

(b) Executive Benefits; ExpenseBhe Executive shall participate in any fringe éfis which are or may become available to the
Company’s senior management Executives, includingXample incentive compensation plans, club meshijes, and any other benefits
which are commensurate with the responsibilities famctions to be performed by the Executive unbisr Agreement. The Executive shall
be reimbursed for all reasonable out-of-pocketrrss expenses which he shall incur in connectitim s services under this Agreement
upon substantiation of such expenses in accordaitkeeéhe policies of the Company.

6. Term. The Company hereby employs the Executive, an@Exeeutive hereby accepts such employment undeiitpieement,
for the period commencing on the Effective Date anding on March 31, 2015 or such earlier date agtermined in accordance with
Section 11 (the “Term”).”



7. Loyalty; Noncompetition

(a) During the period of his employment hereundet except for ilinesses, reasonable vacation pgrimad reasonable leaves of
absence, the Executive shall devote substantitilbysafull business time, attention, skill, andats to the faithful performance of his duties
hereunder; provided, however, from time to timeg&xive may serve on the boards of directors af,faid any other offices or positions in,
companies or organizations, at the request of timapgainy or which will not present, in the opiniontieé Board, any conflict of interest with
the Company or any of its subsidiaries or affikateor unfavorably affect the performance of Exeels duties pursuant to this Agreement,
nor violate any applicable statute or regulatidfull business timeis hereby defined as that amount of time usualisotel to like companie
by similarly situated executive officers. Duringetifierm of his employment under this AgreementBkecutive shall not engage in any
business or activity contrary to the business effar interests of the Company.

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

8. Standards The Executive shall perform his duties under #gseement in accordance with such reasonable atdsadcs the Board
may establish from time to time. The Company withpde Executive with the working facilities an@8tcustomary for similar executives
and necessary for him to perform his duties.

9. Vacation and Sick LeaveAt such reasonable times as the Board shalsidificretion permit, the Executive shall be erditigithout
loss of pay, to absent himself voluntarily from fiexformance of his employment under this Agreemahsuch voluntary absences to count
as vacation time; provided that:

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

(b) The Executive shall not receive any additiawmmhpensation from the Company on account of hisrfaito take a vacation, al
the Executive shall not accumulate unused vacétion one fiscal year to the next, except in eittese to the extent authorized by the Bo

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

(d) In addition, the Executive shall be entitlechtbannual sick leave benefit as established b3 tiaed.
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10. Indemnification The Company shall indemnify and hold harmlesschtiee from any and all loss, expense, or liabifitgt he may
incur due to his services for the Company as anaffind or a director (including any liability heay ever incur under Code § 4999, or a
successor, as the result of severance benefitslleets pursuant to Sections 11 or 13), duringfttieTerm of this Agreement and shall at all
times maintain adequate insurance for such purposes

11. Termination and Termination Pa8ubject to Section 13 hereof, the Executive’sleympent hereunder may be terminated under the
following circumstances:

(a) Just Cause The Board may, based on a good faith determinati@ only after giving the Executive written netiend a
reasonable opportunity to cure, immediately tert@nhe Executive’s employment at any time, for Limtise. The Executive shall have no
right to receive compensation or other benefitsafoy period after termination for Just Cause.

(b) Without Just CauseThe Board may, by written notice to the Executivemediately terminate his employment for a reason
other than Just Cause. In such event, the Execsttiakk be entitled to a total severance paymeaet‘@everance Payment”) equal to two
(2) times the sum of (i) Executive’s base salargfiiect at the time of termination, plus (ii) th@aunt of all compensation paid to Executive
under Section 4 hereof with respect to the immedigireceding fiscal year. The first $400,000 & 8everance Payment shall be paid in a
lump sum to the Executive within thirty (30) dayteahis termination of employment. The remainimgoaint of the Severance Payment shall
be paid in equal installments over a six (6) mgreliod following the Executive’s termination of elmpment, payable in accordance with the
Company’s regularly scheduled payroll (the “Instedht Payments”). Each Installment Payment shaltdsted as a separate payment for
purposes of Treasury Regulations Section 1.409A£2)tii). In the event that, pursuant to the abcamey of the Installment Payments will be
paid afterMarch 15 of the year following the year of terminatand the total amount of any such Installmenmniants which will be paid
after March 15 exceeds the lesser of: (i) twiceBkecutive’s then current base salary; or (ii) svibe Code Section 401(a)(17) limit in effect
for the year of termination, the portion of any lsdiestallment Payments that exceeds the foregdireghold shall be accumulated and paid in
the seventh (") month following the date of his termination of glmyment, but only to the extent necessary to cgmyjith the six (6) mont
delay rule pertaining to “specified employees” un@ieeasury Regulations Section 1.409A-3(i)(2).

(c) Resignation by Executive with Good Reas®he Executive may at any time immediately term@reanployment for Good
Reason, in which case the Executive shall be edtith receive the Severance Payment payable sathe manner and on the same basis as
provided for under Section 11(b) of the Agreemeudrua termination without Just Cause. In addittba,Executive will be entitled to health,
life, disability and other benefits which the Exgee would have been eligible to participate inotingh the expiration of the Term based or
benefit levels substantially equal to those that@ompany provided for the Executive at the datemwhination of employment, subject to ¢
restrictions as may be required under Code Sedtdm

(d) Resignation by Executive without Good Reasbime Executive may voluntarily terminate employtneith the Company
during the term of this Agreement, upon at



least 60 daysprior written notice to the Board of Directors,vitich case the Executive shall receive only his pensation, vested rights, a
Executive benefits up to the date of his termimatbemployment.

(e) Retirement, Death, or Disabilitylf the Executives employment terminates during the Term of thise&gnent due to his dea
a disability that results in his collection of diepg-term disability benefits, or retirement atadter age 62, the Executive (or the beneficiaries
of his estate) shall be entitled to receive the memsation and benefits that the Executive wouldmitse have become entitled to receive
pursuant to subsection (d) hereof upon a resigmatithout Good Reason.

() Non-Renewal Paymentf the Term of this Agreement is not extendeddbleast one (1) additional year in circumstanees
which the Executive is willing and able to execstieh extension and continue performing services) the Executive’s employment shall be
terminated by the Company effective as of the etjain of the Term, in which event he shall be &dito a Severance Payment equal to one
and one-half (1/ 2 ) times the sum of (i) Executive’s base salargffect at the time of termination, plus (ii) tamount of all compensation
paid to Executive under Section 4 hereof with resfethe immediately preceding fiscal year. Thistf$400,000 of the Severance Payment
shall be paid in a lump sum to the Executive withinty (30) days after his termination of employmhelhe remaining amount of the
Severance Payment shall be paid in equal instatermrer a six (6) month period following the Exeeels termination of employment in
Installment Payments. Each Installment Payment beateated as a separate payment for purposega$ury Regulations Section 1.409A-2
(b)(2)(iii). In the event that, pursuant to the aboany of the Installment Payments will be paté¥larch 15 of the year following the year
of termination and the total amount of any suchaliment Payments which will be paid after Marchedseeds the lesser of: (i) twice the
Executives then current base salary; or (i) twice the C8detion 401(a)(17) limit in effect for the yeartefmination, the portion of any su
Installment Payments that exceeds the foregoirestinld shall be accumulated and paid in the se@ith month following the date of his
termination of employment, but only to the exteat@ssary to comply with the six (6) month delag partaining to “specified employees”
under Treasury Regulations Section 1.409A-3(i)(2).

12. No Mitigation. The Executive shall not be required to mitigate amount of any payment provided for in this Agneat by seekin
other employment or otherwise, and no such paysteait be offset or reduced by the amount of anypgmmsation or benefits provided to the
Executive in any subsequent employment.

13. Change in ControlNotwithstanding any provision herein to the canyr if a Trigger Event occurs during the Proted®ediod, the
Executive shall be paid an amount equal to twdi2¢s the executive’s base salary plus (ii) the amof all compensation paid to Executive
under Section 4 hereof with respect to the immedigireceding fiscal year (the “ Code § 280G Maximiy If the Trigger Event occurs
during the portion of the Protected Period thatrier to the date of the Change in Control, the €8®280G Maximum shall be payable in the
same manner and on the same basis as providedder 8ection 11(b) of the Agreement upon a ternanatithout Just Cause. If the Trige
Event occurs during the portion of the Protecteddeehat is on or after the date of the Chang€antrol, the Code §280G Maximum shal
paid in a lump sum within ten (10) days of his teration of employment.
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14. Covenants
(a) Definitions. For purposes of this Agreement:

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

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

(iii) Covered BusinessThe term “Covered Businesshall mean (A) during the term, any business incivitihe Company
engaged and (B) after the Term, any business inhwthie Company was engaged as of the end of tha.Ter

(iv) Covered State The term “Covered State” shall mean (A) during Trerm, any state in the United States and (BJ afte
the Term, any state (1) in which, as of the enthefTerm, the Company was engaged in businesg witf2respect to which the Company
of the end of the Term, had expended material esgpand/or efforts in connection with preparing ecodsiness therein.

(b) NonInterference The Executive covenants and agrees that he atilhhany time during the Restrictive Period foratdver
reason, whether for his own account or for the antof any other person, firm, corporation or othesiness organization: (i) interfere with
contractual relationships between the Company agdéits customers or employees; (ii) hire, olicbfor hire, any person who is employed
by the Company or any parent or subsidiary of then@any, without the express written consent of@benpany; or (iii) other than on behalf
of the Company, solicit any Covered Customer ofGoenpany in connection with the engagement, bypargon or entity, in any Covered
Business in any Covered State.

(c) Confidentiality. The Executive will not, at any time whether dgror after his termination of employment, (i) dissz to
anyone, without proper authorization from the Comypar (ii) use, for his or another’s benefit, amonfidential or proprietary information of
the Company or any parent or subsidiary of the Gowipwhich may include trade secrets, businessmanutlooks, financial data,
marketing or sales programs, customer lists, bfamdulations, training and operations manuals, potsl or price strategies, mergers,
acquisitions, and/or Company personnel issues.

(d) Blue Pencil; Equitable ReliefThe provisions contained in this Section 14 ahéotime periods, scope of activities, persons or
entities affected and territories restricted shaldeemed divisible so that if any provision camdiin this Section is determined to be invalid
or unenforceable, such provision shall be deemedified so as to be valid and enforceable to theeiktient lawfully permitted. The
Executive acknowledges that the provisions of 8gstion 14 are reasonable and necessary for thecfiom of the Company and
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that the Company will be irrevocably damaged iftsaovenants are not specifically enforced. Accagljinthe Executive agrees that if he
breaches or threatens to breach any of the covenantained in this Section 14, the Company wilehstled (i) to damages sufficient to
compensate the Company for any harm to the Comgainsed thereby and (ii) to specific performanceinjuhctive relief for the purpose of
preventing the breach or threatened breach thangiodut bond or other security or a showing thanetary damages will not provide an
adequate remedy, in addition to any other reliefitbich the Company may be entitled under this Agreset.”

15. Reimbursement for Litigation Expenses

In the event that any dispute arises between tleelive and the Company as to the terms or inteiioa of this Agreement, whether
instituted by formal legal proceedings or otherwiseluding any action that the Executive takeeriorce the terms of this Agreement or to
defend against any action taken by the CompanyExeeutive shall be reimbursed for all costs arukeses, including reasonable attorneys
fees, arising from such dispute, proceedings dor&t provided that the Executive shall obtaimalfjudgement by a court of competent
jurisdiction in favor of the Executive. Such reimbement shall be paid within ten (10) days of Ex&e’s furnishing to the Company written
evidence, which may be in the form, among otherghi of a cancelled check or receipt, of any coisexpenses incurred by the Executive.

16. Successors and Assigns

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

(b) Since the Company is contracting for the unigond personal skills of the Executive, the Exeausikall be precluded from
assigning or delegating his rights or duties hedenmvithout first obtaining the written consentlo# Company.

17. Corporate Authority Company represents and warrants that the execaitid delivery of this Agreement by it has beery duld
properly authorized by the Board and that when®z@ted and delivered this Agreement shall cortstitue lawful and binding obligation of
the Company.

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

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

20. Severability The provisions of this Agreement shall be dees®ctrable and the invalidity or unenforceabilityaafy provision
shall not affect the validity or enforceability thie other provisions hereof.
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21. Entire AgreementThis Agreement, together with any understandingnodifications thereof as agreed to in writingthg parties,
shall constitute the entire agreement betweendhieg hereto with respect to the matters addresmseédhall supercede all previous
agreements with respect to such matters.

22. Tax Matters All payments or benefits provided under this Agment are subject to any applicable employmeraowithholdings
or deductions. In addition, the parties hereby aginat it is their intention that all payments enbfits provided under this Agreement be
exempt from, or if not so exempt, comply with, C@kxtion 409A and this Agreement shall be integareiccordingly. Notwithstanding
anything in this Agreement to the contrary, if g@@yments or benefits made or provided under thedmgent are considered deferred
compensation subject to Code Section 409A payabkcoount of Employee’s separation from servicé {fisat do not meet an exemption
under Code Section 409A, including without limitatithe short term deferral or the separation pay pkemption), such payments or ben
shall be paid no earlier than the date that ig&ixnonths following Employee’s separation fromvéee (or, if earlier, the date of death) to the
extent required by Code Section 409A.

IN WITNESS WHEREOF, the parties have executedAlgieement on the day and year first hereinabovtemri
Witnessed by NEWTEK BUSINESS SERVICES, INC.
/s/ Halli Razon By: /s/ Salvatore Mulia

Chairman, Compensation, Corporate Governance and
Nominating Committe:

Witnessed by

/s/ Halli Razon By: /s/ Barry Sloane
Barry Sloane




Exhibit 10.2
NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Craig J. Brunet

PREAMBLE . This Agreement entered into this ®8lay of March 2014, by and between Newtek Businessi&s, Inc. (the
“Company”) and CRAIG J. BRUNET (the “Executive”¥fective immediately.

WHEREAS, the Executive is to be employed by the Companynasxacutive officer; and
WHEREAS, the parties desire by this writing to set forth #meployment relationship of the Company and thecHtiee.
NOW, THEREFORE, it is AGREED as follows:

1. Defined Terms

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

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

(b) “ Change in Contro! shall mean any one of the following events: (¢ facquisition of ownership, holding or power téevo
50% or more of the Company’s voting stock, ortfig acquisition of the ability to control the electof a majority of the Company’s
directors. Notwithstanding the foregoing, a Chaimg€ontrol as defined in this Section 1(b) shali be treated as a Change in Control for
purposes of this Agreement unless it constitutehange in control event” within the meaning of &t 1.409A-3(i)(5) of the Treasury
Regulations promulgated under section 409A of titerhal Revenue Code of 1986, as amended (the *C(itle “Treasury Regulations”)

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

(d) “ Code 8280G Maximurhshall mean the product of 2.0 and the ExecutiViease amount” as defined in Code §280G(b)(3).

(e) “ Company shall mean Newtek Business Services, Inc., aydsancessor to its interest.

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



(g) “ Effective Daté shall mean the date of execution referenced énRfeamble of this Agreement.
(h) “ Executive’ shall mean Craig J. Brunet.

() “ Good Reasohshall mean any of the following events, which nas been consented to in advance by the Execitive
writing: (i) the requirement that the Executive redvs personal residence, or perform his prinagpalcutive functions, more than fifty
(50) miles from his primary office as of the Effieet Date; (ii) a material reduction in the Execetsrbase compensation as the same may be
increased from time to time; (iii) the failure ByetCompany to continue to provide the Executivéawdmpensation and benefits provided for
on the Effective Date, as the same may be increfasedtime to time, or with benefits substantiadiynilar to those provided to him under ¢
of the Executive benefit plans in which the Exegeithow or hereafter becomes a participant, oragkimg of any action by the Company
which would directly or indirectly reduce any ofcéubenefits or deprive the Executive of any matériage benefit enjoyed by him; (iv) the
assignment to the Executive of duties and respditieib that constitute a material diminution frahrose associated with his position on the
Effective Date; or (v) a material diminution or tedtion in the Executive’s responsibilities or auttyo(including reporting responsibilities) in
connection with his employment with the Company.

() “ Just Causé shall mean the Executive’s willful misconductehlch of fiduciary duty involving personal profitténtional
failure to perform stated duties, conviction fdiebony, or material breach of any provision of tAigreement. No act, or failure to act, on the
Executive’s part shall be considered “willfuihless he has acted, or failed to act, with anratgsef good faith and without a reasonable b
that his action or failure to act was in the bagtiiests of the Company.

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

() “ Trigger Event shall mean (i) the Executive’s voluntary terminatof employment within ninety (90) days of an eithat
both occurs during the Protected Period and cemssitGood Reason, or (i) the termination by thenany or its successor(s) in interest, of
the Executive’'s employment for any reason othemn thest Cause during the Protected Period.

2. Employment The Executive is employed as Executive Vice Bliexdi and Chief Information Officer of the Compaiifze Executive
shall render such administrative and managemevitcssrfor the Company and its subsidiaries as ameotly rendered and as are custom:
performed by persons situated in a similar exeeutapacity and consistent with the duties of archtree Vice President as set forth in the
bylaws of the Company. The Executive shall repothe Chief Executive Officer. The Executive skedlo promote, by entertainment or
otherwise, as and to the extent permitted by lae/business of the Company and its subsidiaries EXecutives other duties shall be sucl
the Board may from time to time reasonably direatluding normal duties as an officer of the Compan
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3. Base Compensatiomhe Company agrees to pay the Executive duriagettim of this Agreement a salary at the rate 276000 per
annum, payable in cash not less frequently thartimhorAdditionally, the Board shall review, not fesften than annually, the rate of the
Executive’s salary and may decide to further insedais salary.

4. Cash Bonuses; Incentive Compensation

(a) The Board shall determine the Executive’s righteceive incentive compensation in the formastcbonuses and other
awards. No other compensation provided for in Agseement shall be deemed a substitute for suantive compensation. Cash bonuses
shall be awarded pursuant to the terms of the Cagip@&nnual Cash Bonus Plan, if one has been addptehe Board and if not, then by
action of the Board.

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

5. Other Benefits

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

(b) Executive Benefits; ExpenseBhe Executive shall participate in any fringe éf@s which are or may become available to the
Company’s senior management Executives, includingXample incentive compensation plans, club meshijes, and any other benefits
which are commensurate with the responsibilities famctions to be performed by the Executive unbisr Agreement. The Executive shall
be reimbursed for all reasonable out-of-pocketrmes expenses which he shall incur in connectitim lwis services under this Agreement
upon substantiation of such expenses in accordaitiee¢he policies of the Company.

6. Term. The Company hereby employs the Executive, an@&xeeutive hereby accepts such employment undeiiipieement, for th
period commencing on the Effective Date and endmd/larch 31, 2015 or such earlier date as is détexin accordance with Section 11
(the “Term”).

7. Loyalty; Noncompetition

(a) During the period of his employment hereundet except for illnesses, reasonable vacation pgriadd reasonable leaves of
absence, the Executive shall devote substantitilbysafull business time, attention, skill, andafts to the faithful performance of his duties
hereunder; provided, however, from time to timeg&xive may serve on the boards of directors af,faid any other offices or positions in,
companies or organizations, at the



request of the Company or which will not presemthie opinion of the Board, any conflict of interesth the Company or any of its
subsidiaries or affiliates, nor unfavorably affdw performance of Executive’s duties pursuanhi®Agreement, nor violate any applicable
statute or regulation. “Full business time” is lwrelefined as that amount of time usually devotelike companies by similarly situated
executive officers. During the Term of his employrhender this Agreement, the Executive shall nglagre in any business or activity
contrary to the business affairs or interests efGompany.

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

8. StandardsThe Executive shall perform his duties under &gseement in accordance with such reasonable atdads the Board
may establish from time to time. The Company withpde Executive with the working facilities ané8tcustomary for similar executives
and necessary for him to perform his duties.

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

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

(b) The Executive shall not receive any additiam@hpensation from the Company on account of higrato take a vacation, a
the Executive shall not accumulate unused vacéitmn one fiscal year to the next, except in eittese to the extent authorized by the Bo

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

(d) In addition, the Executive shall be entitlechtoannual sick leave benefit as established bBtized.

10. Indemnification The Company shall indemnify and hold harmlesschtiee from any and all loss, expense, or liabifitgt he may
incur due to his services for the Company as anefind or a director (including any liability heay ever incur under Code § 4999, or a
successor, as the result of severance benefitslleets pursuant to Sections 11 or 13), duringftitieTerm of this Agreement and shall at all
times maintain adequate insurance for such purposes



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

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

(b) Without Just CauseThe Board may, by written notice to the Executivenediately terminate his employment for a reason
other than Just Cause. In such event, the Execshialt be entitled to a total severance paymeet‘@everance Payment”) equal to one
(1) times the sum of (i) Executive’s base salargfiect at the time of termination, plus (ii) th@aunt of all compensation paid to Executive
under Section 4 hereof with respect to the immedigireceding fiscal year. The Severance Paymaeiilt Ish paid in equal installments over a
twelve (12) month period following the Executivéémination of employment, payable in accordandé trie Company’s regularly
scheduled payroll (the “Installment Payments”). ieltstallment Payment shall be treated as a seppegiment for purposes of Treasury
Regulations Section 1.409A-2(b)(2)(iii).

(c) Resignation by Executive with Good Reas®he Executive may at any time immediately term@remployment for Good
Reason, in which case the Executive shall be edtith receive the Severance Payment payable sathe manner and on the same basis as
provided for under Section 11(b) of the Agreemeudrua termination without Just Cause. In addittba,Executive will be entitled to health,
life, disability and other benefits which the Exéee would have been eligible to participate inotlngh the expiration of the Term based or
benefit levels substantially equal to those that@ompany provided for the Executive at the datemwhination of employment, subject to ¢
restrictions as may be required under Code Sedtdm

(d) Resignation by Executive without Good Reasbime Executive may voluntarily terminate employtneith the Company
during the term of this Agreement, upon at leasti®gs’ prior written notice to the Board of Direxdpin which case the Executive shall
receive only his compensation, vested rights, aretktive benefits up to the date of his terminatbemployment.

(e) Retirement, Death, or Disabilitylf the Executives employment terminates during the Term of thise&gnent due to his dea
a disability that results in his collection of adieypg-term disability benefits, or retirement atadter age 62, the Executive (or the beneficiaries
of his estate) shall be entitled to receive the pemsation and benefits that the Executive wouldmitse have become entitled to receive
pursuant to subsection (d) hereof upon a resigmatithout Good Reason.

(f) Termination or Non-Renewal Paymelfithe Term of this Agreement is not extended foleast one (1) additional year in
circumstances in which the Executive is willing alde to execute such extension and continue peitfigrservices, then the Executive’s
employment shall be terminated by the Company 8¥feas of the expiration of the Term, in which evbe shall be entitled to a Severance
Payment equal to one (1) times the



sum of (i) Executive’s base salary in effect attihee of termination, plus (ii) the amount of afirmpensation paid to Executive under
Section 4 hereof with respect to the immediategcpding fiscal year. The Severance Payment shalaloein equal installments over a
twelve (12) month period following the Executivéémination of employment, payable in accordandé trie Company’s regularly
scheduled payroll.

12. No Mitigation. The Executive shall not be required to mitigate amount of any payment provided for in this Agneat by seekin
other employment or otherwise, and no such paysteait be offset or reduced by the amount of anypgmmeation or benefits provided to the
Executive in any subsequent employment.

13. Change in ControlNotwithstanding any provision herein to the canyr if a Trigger Event occurs during the Proted®ediod, the
Executive shall be paid an amount no greater tharCode § 280G Maximum. If the Trigger Event ocausng the portion of the Protected
Period that is prior to the date of the Changeantfl, the amount payable shall be payable irsttlae manner and on the same basis as
provided for under Section 11(b) of the Agreemegrdrua termination without Just Cause. If the Triggeent occurs during the portion of t
Protected Period that is on or after the date ®hange in Control, the amount payable shall ebipa lump sum within ten (10) days of
his termination of employment.

14. Covenants
(a) Definitions. For purposes of this Agreement:

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

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

(iii) Covered BusinessThe term “Covered Businesshall mean (A) during the term, any business inctviihe Company
engaged and (B) after the Term, any business iohwihie Company was engaged as of the end of the. Ter

(iv) Covered State The term “Covered State” shall mean (A) during Tierm, any state in the United States and (BJ afte
the Term, any state (1) in which, as of the enthefTerm, the Company was engaged in businesg aitf2respect to which the Company
of the end of the Term, had expended material esgpand/or efforts in connection with preparing adbdisiness therein.

(b) Noninterference The Executive covenants and agrees that he otilhhany time during the Restrictive Period foratdver
reason, whether for his own account or for the antof any other person, firm, corporation or otbesiness organization: (i) interfere with
contractual relationships between the Company aga#its customers or employees; (ii) hire, oligbfor hire, any person who is employed
by the Company or any parent or subsidiary of they@any, without the express written consent ofGbenpany; or (iii) other than on behalf
of the Company, solicit any Covered Customer ofGlenpany in connection with the engagement, bygargon or entity, in any Covered
Business in any Covered State.



(c) Confidentiality. The Executive will not, at any time whether dgror after his termination of employment, (i) dissz to
anyone, without proper authorization from the Comypar (ii) use, for his or another’s benefit, amonfidential or proprietary information of
the Company or any parent or subsidiary of the Gowipwhich may include trade secrets, businessmanutlooks, financial data,
marketing or sales programs, customer lists, bfamdulations, training and operations manuals, potsl or price strategies, mergers,
acquisitions, and/or Company personnel issues.

(d) Blue Pencil; Equitable ReliefThe provisions contained in this Section 14 ahéotime periods, scope of activities, persons or
entities affected and territories restricted shaldeemed divisible so that if any provision camdiin this Section is determined to be invalid
or unenforceable, such provision shall be deemedified so as to be valid and enforceable to theeiktient lawfully permitted. The
Executive acknowledges that the provisions of 8gstion 14 are reasonable and necessary for theciom of the Company and that the
Company will be irrevocably damaged if such covasane not specifically enforced. Accordingly, teecutive agrees that if he breaches or
threatens to breach any of the covenants containiiis Section 14, the Company will be entitledt¢i damages sufficient to compensate the
Company for any harm to the Company caused theasb(ii) to specific performance and injunctiveatfor the purpose of preventing the
breach or threatened breach thereof without boradhar security or a showing that monetary damagisot provide an adequate remedy,
in addition to any other relief to which the Companay be entitled under this Agreement.”

15. Reimbursement for Litigation Expenses

In the event that any dispute arises between tleelive and the Company as to the terms or inteioa of this Agreement, whether
instituted by formal legal proceedings or otherwiseluding any action that the Executive takeeriorce the terms of this Agreement or to
defend against any action taken by the Companygxeeutive shall be reimbursed for all costs arukeeses, including reasonable attorneys’
fees, arising from such dispute, proceedings dor&t provided that the Executive shall obtaimalfjudgement by a court of competent
jurisdiction in favor of the Executive. Such reimbement shall be paid within ten (10) days of Ex&e’s furnishing to the Company written
evidence, which may be in the form, among othergsi of a cancelled check or receipt, of any coisexpenses incurred by the Executive.

16. Successors and Assigns

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

(b) Since the Company is contracting for the unigod personal skills of the Executive, the Exe@usikall be precluded from
assigning or delegating his rights or duties hedenmvithout first obtaining the written consentllo# Company.
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17. Corporate Authority Company represents and warrants that the exacatid delivery of this Agreement by it has beery éuld
properly authorized by the Board and that when@z@ted and delivered this Agreement shall cortstitue lawful and binding obligation of
the Company.

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

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

20. Severability The provisions of this Agreement shall be dees®ctrable and the invalidity or unenforceabilityaafy provision
shall not affect the validity or enforceability thie other provisions hereof.

21. Entire AgreementThis Agreement, together with any understandingnodifications thereof as agreed to in writingthg parties,
shall constitute the entire agreement betweendhigeg hereto with respect to the matters addresmseédshall supercede all previous
agreements with respect to such matters.

22. Tax Matters All payments or benefits provided under this Agment are subject to any applicable employmeraowithholdings
or deductions. In addition, the parties hereby adhat it is their intention that all payments enbfits provided under this Agreement be
exempt from, or if not so exempt, comply with, C@kxtion 409A and this Agreement shall be integareiccordingly. Notwithstanding
anything in this Agreement to the contrary, if g@@yments or benefits made or provided under thedmgent are considered deferred
compensation subject to Code Section 409A payabkcoount of Employee’s separation from servicé {fisat do not meet an exemption
under Code Section 409A, including without limitetithe short term deferral or the separation pay pkemption), such payments or ben
shall be paid no earlier than the date that ig&ixnonths following Employee’s separation fromvéee (or, if earlier, the date of death) to the
extent required by Code Section 409A.

[signatures on following page]
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IN WITNESS WHEREOF, the parties have executedAlgieement on the day and year first hereinabovtemri

Witnessed by

Is/

Halli Razon

Witnessed by

Is/

Kristie A. Bishop

NEWTEK BUSINESS SERVICES, INC.

By: /s/ Barry Sloane

Its Chief Executive Office

By: /s/ Craig J. Brunet

Craig J. Brune



Exhibit 10.3
NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Jennifer Eddelson

PREAMBLE . This Agreement entered into this 17 day of M&06h4, by and between Newtek Business Services(thne."Companyy
and JENNIFER C. EDDELSON (the “Executive”), effegtimmediately.

WHEREAS, the Executive is to be employed by the Companynasxacutive officer; and
WHEREAS, the parties desire by this writing to set forth #meployment relationship of the Company and thecHtiee.
NOW, THEREFORE, it is AGREED as follows:

1. Defined Terms

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

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

(b) “ Change in Contro! shall mean any one of the following events: (¢ facquisition of ownership, holding or power téevo
50% or more of the Company’s voting stock, ortfig acquisition of the ability to control the electof a majority of the Company’s
directors. Notwithstanding the foregoing, a Chaimg€ontrol as defined in this Section 1(b) shali be treated as a Change in Control for
purposes of this Agreement unless it constitutehange in control event” within the meaning of &t 1.409A-3(i)(5) of the Treasury
Regulations promulgated under section 409A of titerhal Revenue Code of 1986, as amended (the *C(itle “Treasury Regulations”)

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

(d) “ Code 8280G Maximurhshall mean the product of 2.0 and the ExecutiViease amount” as defined in Code §280G(b)(3).

(e) “ Company shall mean Newtek Business Services, Inc., aydsancessor to its interest.

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



(g) “ Effective Daté shall mean the date of execution referenced énRfeamble of this Agreement.
(h) “ Executive’ shall mean Jennifer Eddelson.

() “ Good Reasohshall mean any of the following events, which nas been consented to in advance by the Execitive
writing: (i) the requirement that the Executive radver personal residence, or perform her prin@gatutive functions, more than fifty
(50) miles from her primary office as of the EffeetDate; (ii) a material reduction in the Execetarbase compensation as the same may be
increased from time to time; (iii) the failure ByetCompany to continue to provide the Executivéawdmpensation and benefits provided for
on the Effective Date, as the same may be increfasedtime to time, or with benefits substantiadiynilar to those provided to him under ¢
of the Executive benefit plans in which the Exegeithow or hereafter becomes a participant, oragkimg of any action by the Company
which would directly or indirectly reduce any ofcéubenefits or deprive the Executive of any matériage benefit enjoyed by him; (iv) the
assignment to the Executive of duties and respditii that constitute a material diminution frahrose associated with her position on the
Effective Date; or (v) a material diminution or tedtion in the Executive’s responsibilities or auttyo(including reporting responsibilities) in
connection with her employment with the Company.

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

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

() “ Trigger Event shall mean (i) the Executive’s voluntary terminatof employment within ninety (90) days of an eithat
both occurs during the Protected Period and cemssitGood Reason, or (i) the termination by thenany or its successor(s) in interest, of
the Executive’'s employment for any reason othemn thest Cause during the Protected Period.

2. Employment The Executive is employed as Executive Vice lesi and Chief Accounting Officer of the CompanieTExecutive
shall render such administrative and managemevitcssrfor the Company and its subsidiaries as ameotly rendered and as are custom:
performed by persons situated in a similar exeeutapacity and consistent with the duties of archtree Vice President as set forth in the
bylaws of the Company. The Executive shall repothe Chief Executive Officer. The Executive skedlo promote, by entertainment or
otherwise, as and to the extent permitted by lae/business of the Company and its subsidiaries EXecutives other duties shall be sucl
the Board may from time to time reasonably direatluding normal duties as an officer of the Compan
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3. Base Compensatiomhe Company agrees to pay the Executive duriagettim of this Agreement a salary at the rate 24&000 per
annum, payable in cash not less frequently thartimhorAdditionally, the Board shall review, not fesften than annually, the rate of the
Executive’s salary and may decide to further inseclaer salary.

4. Cash Bonuses; Incentive Compensation

(a) The Board shall determine the Executive’s righteceive incentive compensation in the formastcbonuses and other
awards. No other compensation provided for in Agseement shall be deemed a substitute for suantive compensation. Cash bonuses
shall be awarded pursuant to the terms of the Cagip@&nnual Cash Bonus Plan, if one has been addptehe Board and if not, then by
action of the Board.

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

5. Other Benefits

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

(b) Executive Benefits; ExpenseBhe Executive shall participate in any fringe éf@s which are or may become available to the
Company’s senior management Executives, includingXample incentive compensation plans, club meshijes, and any other benefits
which are commensurate with the responsibilities famctions to be performed by the Executive unbisr Agreement. The Executive shall
be reimbursed for all reasonable out-of-pocketrmss expenses which she shall incur in connectitmher services under this Agreement
upon substantiation of such expenses in accordaitiee¢he policies of the Company.

6. Term. The Company hereby employs the Executive, an@&xeeutive hereby accepts such employment undeiiipieement,
for the period commencing on the Effective Date anding on March 31, 2015 or such earlier date @efermined in accordance with
Section 11 (the “Term”).”

7. Loyalty; Noncompetition

(a) During the period of her employment hereundher except for illnesses, reasonable vacation pgrimad reasonable leaves of
absence, the Executive shall devote substantitilheafull business time, attention, skill, andogfs to the faithful performance of her duties
hereunder; provided, however, from time to timeg&xive may serve on the boards of directors af,faid any other offices or positions in,
companies or organizations, at the



request of the Company or which will not presemthie opinion of the Board, any conflict of interesth the Company or any of its
subsidiaries or affiliates, nor unfavorably affdw performance of Executive’s duties pursuanhi®Agreement, nor violate any applicable
statute or regulation. “Full business time” is lwrelefined as that amount of time usually devotelike companies by similarly situated
executive officers. During the Term of her employrtnender this Agreement, the Executive shall nglagie in any business or activity
contrary to the business affairs or interests efGompany.

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

8. StandardsThe Executive shall perform her duties under fgseement in accordance with such reasonable atdads the Board
may establish from time to time. The Company withpde Executive with the working facilities ané8tcustomary for similar executives
and necessary for him to perform her duties.

9. Vacation and Sick LeaveAt such reasonable times as the Board shalsidiicretion permit, the Executive shall be erditisithout
loss of pay, to absent himself voluntarily from fhexformance of her employment under this Agreepahsuch voluntary absences to count
as vacation time; provided that:

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

(b) The Executive shall not receive any additicw@hpensation from the Company on account of harréato take a vacation, a
the Executive shall not accumulate unused vacéitmn one fiscal year to the next, except in eittese to the extent authorized by the Bo

(c) In addition to the aforesaid paid vacations, Bxecutive shall be entitled without loss of payabsent himself voluntarily from
the performance of her employment with the Comganguch additional periods of time and for suchdvand legitimate reasons as the
Board may in its discretion determine. Further,Bloard may grant to the Executive a leave or lea¥edsence, with or without pay, at such
time or times and upon such terms and conditiorssials Board in its discretion may determine.

(d) In addition, the Executive shall be entitlechtoannual sick leave benefit as established bBtized.

10. Indemnification The Company shall indemnify and hold harmlesschtiee from any and all loss, expense, or liabifitgt she may
incur due to her services for the Company as a@oesfind or a director (including any liability sheay ever incur under Code § 4999, or a
successor, as the result of severance benefitsodleets pursuant to Sections 11 or 13), duringftifieTerm of this Agreement and shall at all
times maintain adequate insurance for such purposes



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

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

(b) Without Just CauseThe Board may, by written notice to the Executivemediately terminate her employment for a reason
other than Just Cause. In such event, the Execshialt be entitled to a total severance paymeet‘@everance Payment”) equal to one
(1) times the sum of (i) Executive’s base salargfiect at the time of termination, plus (ii) th@aunt of all compensation paid to Executive
under Section 4 hereof with respect to the immedigireceding fiscal year. The Severance PaymaeiiltIsh paid in equal installments over a
twelve (12) month period following the Executivéémination of employment, payable in accordandé trie Company’s regularly
scheduled payroll (the “Installment Payments”). icltstallment Payment shall be treated as a seppegiment for purposes of Treasury
Regulations Section 1.409A-2(b)(2)(iii).

(c) Resignation by Executive with Good Reas®he Executive may at any time immediately term@remployment for Good
Reason, in which case the Executive shall be edtith receive the Severance Payment payable sathe manner and on the same basis as
provided for under Section 11(b) of the Agreemeudrua termination without Just Cause. In addittba,Executive will be entitled to health,
life, disability and other benefits which the Exéee would have been eligible to participate inotlngh the expiration of the Term based or
benefit levels substantially equal to those that@ompany provided for the Executive at the datemwhination of employment, subject to ¢
restrictions as may be required under Code Sedtdm

(d) Resignation by Executive without Good Reasbime Executive may voluntarily terminate employtneith the Company
during the term of this Agreement, upon at leasti®gs’ prior written notice to the Board of Direxdpin which case the Executive shall
receive only her compensation, vested rights, atatiive benefits up to the date of her terminatbamployment.

(e) Retirement, Death, or Disabilitylf the Executives employment terminates during the Term of thise&gnent due to her dee
a disability that results in her collection of dopg-term disability benefits, or retirement atadter age 62, the Executive (or the beneficiaries
of her estate) shall be entitled to receive thepamsation and benefits that the Executive wouldmitse have become entitled to receive
pursuant to subsection (d) hereof upon a resigmatithout Good Reason.

12. No Mitigation. The Executive shall not be required to mitighiee amount of any payment provided for in this Agneat by seekin
other employment or otherwise, and no such paywsigait be offset or reduced by the amount of anygmmsation or benefits provided to the
Executive in any subsequent employment.



13. Change in ControlNotwithstanding any provision herein to the canyr if a Trigger Event occurs during the Proted®ediod, the
Executive shall be paid an amount equal to tB®de § 280G Maximum. If the Trigger Event occurgmythe portion of the Protected Pel
that is prior to the date of the Change in Contia, Code § 280G Maximum shall be payable in tieesaanner and on the same basis as
provided for under Section 11(b) of the Agreemegutdrua termination without Just Cause. If the Triggeent occurs during the portion of t
Protected Period that is on or after the date ®Change in Control, the Code § 280G Maximum dfelpaid in a lump sum within ten
(10) days of her termination of employment.

14. Covenants
(a) Definitions. For purposes of this Agreement:

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

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

(iii) Covered BusinessThe term “Covered Businesshall mean (A) during the term, any business inctviihe Company
engaged and (B) after the Term, any business inhwthie Company was engaged as of the end of tha.Ter

(iv) Covered State The term “Covered State” shall mean (A) during Trerm, any state in the United States and (BJ afte
the Term, any state (1) in which, as of the enthefTerm, the Company was engaged in businesg aitf2respect to which the Company
of the end of the Term, had expended material esgpand/or efforts in connection with preparing edbdisiness therein.

(b) NonInterference The Executive covenants and agrees that shaetitt any time during the Restrictive Period faratever
reason, whether for her own account or for the aatof any other person, firm, corporation or othesiness organization: (i) interfere with
contractual relationships between the Company aga#its customers or employees; (ii) hire, oligbfor hire, any person who is employed
by the Company or any parent or subsidiary of they@any, without the express written consent ofGbenpany; or (iii) other than on behalf
of the Company, solicit any Covered Customer ofGlenpany in connection with the engagement, bygargon or entity, in any Covered
Business in any Covered State.

(c) Confidentiality. The Executive will not, at any time whether dgrior after her termination of employment, (i) das® to
anyone, without proper authorization from the Comypar (ii) use, for her or another’s benefit, aonfidential or proprietary information of
the Company or any parent or subsidiary of the Gomipwhich may include trade secrets, businessmanutlooks, financial data,
marketing or sales programs, customer lists, bfamdulations, training and operations manuals, potsl or price strategies, mergers,
acquisitions, and/or Company personnel issues.



(d) Blue Pencil; Equitable ReliefThe provisions contained in this Section 14 ahéotime periods, scope of activities, persons or
entities affected and territories restricted shaldeemed divisible so that if any provision camdiin this Section is determined to be invalid
or unenforceable, such provision shall be deemedified so as to be valid and enforceable to theeitient lawfully permitted. The
Executive acknowledges that the provisions of 8@stion 14 are reasonable and necessary for thectiom of the Company and that the
Company will be irrevocably damaged if such covasane not specifically enforced. Accordingly, teecutive agrees that if she breaches
or threatens to breach any of the covenants cadamthis Section 14, the Company will be entiffi@do damages sufficient to compensate
the Company for any harm to the Company causeellgeand (ii) to specific performance and injunctigkef for the purpose of preventing
the breach or threatened breach thereof withoud loorother security or a showing that monetary dggsawvill not provide an adequate
remedy, in addition to any other relief to whicle tiompany may be entitled under this Agreement.”

15. Reimbursement for Litigation Expenses

In the event that any dispute arises between tleelive and the Company as to the terms or inteoa of this Agreement, whether
instituted by formal legal proceedings or otherwiseluding any action that the Executive takesttorce the terms of this Agreement or to
defend against any action taken by the Companygxeeutive shall be reimbursed for all costs arukeeses, including reasonable attorneys’
fees, arising from such dispute, proceedings dor&t provided that the Executive shall obtaimalfjudgement by a court of competent
jurisdiction in favor of the Executive. Such reimmbement shall be paid within ten (10) days of Exge’s furnishing to the Company written
evidence, which may be in the form, among othergsi of a cancelled check or receipt, of any coisexpenses incurred by the Executive.

16. Successors and Assigns

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

(b) Since the Company is contracting for the unignd personal skills of the Executive, the Exeausikiall be precluded from
assigning or delegating her rights or duties hedeumithout first obtaining the written consentloé Company.

17. Corporate Authority Company represents and warrants that the exacatid delivery of this Agreement by it has beery éud
properly authorized by the Board and that whenxezeted and delivered this Agreement shall cortstitue lawful and binding obligation of
the Company.

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



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

20. Severability The provisions of this Agreement shall be deesmakrable and the invalidity or unenforceabilityaafy provision
shall not affect the validity or enforceability thfe other provisions hereof.

21. Entire AgreementThis Agreement, together with any understandingnodifications thereof as agreed to in writingthg parties,
shall constitute the entire agreement betweendhiieg hereto with respect to the matters addressedhall supercede all previous
agreements with respect to such matters.

22. Tax Matters All payments or benefits provided under this Agment are subject to any applicable employmerdowithholdings
or deductions. In addition, the parties hereby adhat it is their intention that all payments enbfits provided under this Agreement be
exempt from, or if not so exempt, comply with, C@kxtion 409A and this Agreement shall be integatetccordingly. Notwithstanding
anything in this Agreement to the contrary, if g@yments or benefits made or provided under thedgent are considered deferred
compensation subject to Code Section 409A payabkcoount of Employee’s separation from service {fat do not meet an exemption
under Code Section 409A, including without limitetithe short term deferral or the separation pay pkemption), such payments or ben
shall be paid no earlier than the date that ig&ixmonths following Employee’s separation fromvéee (or, if earlier, the date of death) to the
extent required by Code Section 409A.

[signatures on following page]
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IN WITNESS WHEREOF, the parties have executedAlgieement on the day and year first hereinabovtemri

Witnessed by

Is/

Halli Razon

Witnessed by

Is/

Ted Rallis

NEWTEK BUSINESS SERVICES, INC.

By: /s/ Barry Sloane

Its Chief Executive Office

Jennifer C. Eddelson

Jennifer C. Eddelsa



Exhibit 21

NEWTEK BUSINESS SERVICES, INC

SUBSIDIARIES

Name of Compan' State of Incorporation/Organization
Advanced Cyber Security Systems, L New York
Automated Merchant Services, It Florida

Business Connect, LL Texas

CCC Real Estate Holdings Co., LL Delaware

CDS Business Services, Ir Delaware
CrystalTech Web Hosting, In New York
Exponential Business Development Co., | New York
Exponential of New York, LL(C New York

First Bankcard Alliance of Alabama, LL Alabama

Fortress Data Management, LI Texas

Newtek Asset Backed Securities, LI Delaware

Newtek Insurance Agency, LL District of Columbia
Newtek Small Business Finance, i New York
PMTWorks Payroll, LLC New York

Secure CyberGateway Services, L Texas

Small Business Lending, In Delaware

Solar Processing Solutions, LL Wisconsin

Summit Systems and Design, LI Texas

The Texas Whitestone Group, LI Texas

Universal Processing Services of Wisconsin, L Wisconsin

Where Eagles Fly, LL( District of Columbia
The Whitestone Group, LL: New York

Wilshire Alabama Partners, LL Alabama

Wilshire Colorado Partners, LL Colorado

Wilshire DC Partners, LL( District of Columbia
Wilshire Holdings I, Inc New York

Wilshire Holdings I, Inc New York

Wilshire Louisiana Bidco, LL(C Louisiana

Wilshire Louisiana Partners Il, LL Louisiana

Wilshire Louisiana Partners Ill, LL: Louisiana

Wilshire Louisiana Partners IV, LL Louisiana

Wilshire New York Advisers Il, LLC New York

Wilshire New York Partners lll, LL( New York

Wilshire New York Partners IV, LL( New York

Wilshire New York Partners V, LL( New York

Wilshire Partners, LL( Florida

Wilshire Texas Partners |, LL Texas



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniReggion Statement (No. 333-169617, 333-119193;B37504 and 333-51928) on Form
S-8 of Newtek Business Services, Inc. of our regated March 31, 2014, relating to our audit of¢besolidated financial statements which
appear in this Annual Report on Form 10-K of NewBeisiness Services, Inc. for the year ended DeceBihe2013.

McGladrey LLP

New York, New York
March 31, 2014



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference imF8¢8 (No. 333-107504, 333-119191 and 333-51928)ofeport dated April 1, 2013, on
our audits of the consolidated financial statemehtdewtek Business Services, Inc. and Subsidiasesf December 31, 2012 and 2011,
included in its Annual Report on Form 10-K for twar ended December 31, 2013 which is incorporageein by reference.
/s/ CohnReznick LLI

Jericho, New Yorl
March 31, 201«



Exhibit 31.1

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

I, Barry Sloane, certify that:
1. I have reviewed this annual report on Form 16fKlewtek Business Services, Inc. (the “registrant”

2. Based on my knowledge, this annual report doésontain any untrue statement of a materialdacmit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this annual report;

3. Based on my knowledge, the financial statememis,other financial information included in thisnaal report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this an
report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) designed such internal control over financiglonting, or caused such internal control over faiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

d) disclosed in this report any change in the tegi$'s internal control over financial reportirftat occurred during the registrant’
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit’s internal control over financial reporting.

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

a) all significant deficiencies and material weadg®s in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

/'s/ BARRY SLOANE
Barry Sloane
Principal Executive Officer

Date: March 31, 2014



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 annual report on Form 16fKlewtek Business Services, Inc. (the “registrant”

2. Based on my knowledge, this annual report doésontain any untrue statement of a materialdacmit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this annual report;

3. Based on my knowledge, the financial statememis,other financial information included in thisnaal report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this an
report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) designed such internal control over financiglonting, or caused such internal control over faiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

d) disclosed in this report any change in the tegi$'s internal control over financial reportirftat occurred during the registrant’
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit’s internal control over financial reporting.

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

a) all significant deficiencies and material weadg®s in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

/'s/  JENNIFERE DDELSON
Jennifer Eddelson
Principal Financial Officer

Date: March 31, 2014



Exhibit 32.1

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

In connection with the Annual Report on Form 10{fiNewtek Business Services, Inc. (the “Companyd),the year ended
December 31, 2013, as filed with the SecuritiesBExcthange Commission on the date hereof (the “RgpérBarry Sloane, Chief Executive
Officer of the Company, pursuant to 18 U.S.C. Secli350, as added by Section 906 of the Sarbanksr®@xt of 2002, certify that, to the
best of our knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Ex@eAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finan@aldition and results of the operations of the
Company.

/'s/ BARRY SLOANE
Barry Sloane,
Principal Executive Officer

March 31, 2014



Exhibit 32.2

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

In connection with the Annual Report on Form 10{fiNewtek Business Services, Inc. (the “Companyd),the year ended
December 31, 2013, as filed with the SecuritiesExethange Commission on the date hereof (the “R8pérJennifer Eddelson, Chief
Accounting Officer of the Company, pursuant to 18IC. Section 1350, as added by Section 906 db#ineanes-Oxley Act of 2002, certify
that, to the best of our knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Ex@eAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finan@aldition and results of the operations of the
Company.

/'s/  JENNIFERE DDELSON
Jennifer Eddelson,
Principal Financial Officer

March 31, 201«



