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To My Fellow Shareholders,

2014 was a truly momentous year for Newtek on méewels. Our reputation for offering a
comprehensive suite of business solutions for pleltstages of a business became further rootduakin t
marketplace, and both our brandTase Small Business Authofitgnd our currency became even more
widely recognized. We are extremely proud of theaynaccomplishments we achieved throughout the
year, however our most notable accomplishment darttee latter part of 2014, when we embarked on a
new journey and successfully converted to an ialgrnmanaged business development company
(“BDC”). We are extremely excited about this tridios and believe it better positions our Compamy t
unlock shareholder value and to realize our maxinguowth potential. We ended the year with a net
asset value (“NAV”) of $16.31 per share, which esgants an approximate 50% increase from our book
value of $10.88 per share at December 31, 2013.

Newtek Small Business Finance

Over the past 11 years we have systematically luift lending platform with adherence to strict
underwriting guidelines, intense focus on credialgy and signature premier service. This winning
formula enabled our small business lender, NewteklSBusiness Finance, to maintain the title as the
nation’s largest non-bank lender by dollar volurmh@gmproved loans and our ranking in the top tealbf
bank and non-bank SBA 7(a) lenders. By the middl2014, we achieved a milestone in our lending
history and announced that we approved over $1i0rbin loans. Once again, Newtek Small Business
Finance ended the year in a strong position wittr 8200 million in loan originations, an increade o
over 14% from 2013. We also achieved record loggirations of $30.3 million in December 2014.
We intend to continue to grow our lending platfoamd anticipate even stronger growth in 2015. We
expect to originate between $240 and $280 milladose to a 30% increase year over year.

During 2014, Standard and Poor’s (“S&P”) reaffirntbé AA and A ratings on our 2010-1 and 2013-1
securitizations. This is a notable achievementtiqudarly in light of the more stringent criterizow
being used by the S&P to rate such securitizatidDsr ability to maintain these ratings stems froun
more than decade-long experience and expertisegiating, underwriting and servicing small busise
loans. In December 2014, we completed the seraititin and sale of $31.7 million of S&P A-rated
unguaranteed SBA 7(a) loan-backed notes, 8uarid largest securitization to date, and were &ble
garner more favorable terms than in past secutibiza. Specifically, we received a 3.0% improveien
on the advance rate and 40 basis point improvemehe quality spread since the Company's December
2013 securitization. Our reputation and experimséhe area of servicing SBA 7(a) loans gave us the
opportunity to extend our contract to service FI3BA 7(a) loans as well as sign a new agreement with
Banco Popular North America to service their ergi@pproximate $325 million SBA 7(a) portfolio.

Conversion to a BDC

During the fourth quarter of 2014, we embarked onesv journey and converted to an internally
managed BDC With the overwhelming support of our shareholdarsugh their votes at our 2014
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Annual Meeting of Shareholders, we began our ttimmsto a BDC. On October 22, 2014 we effected a
1:5 reverse stock split, with the intention of atting a much broader universe of investors tostaek,
eliminating the price-threshold barrier that typig@recludes many institutional investors from
purchasing a stock trading below $5.00 per sh8tertly thereafter, on November 12, 2014, we
successfully completed our conversion from an dpegacompany to an internally managed BDC.
Following our conversion, we closed an equity offgrof 2.53 million shares (100% primary sharesplu
underwriter option) of common stock at a publiceafig price of $12.50 per share with JMP Securities
LLC and Ladenburg Thalmann & Co. Inc. acting asjéead book-running managers and Lebenthal &
Co., LLC acting as the co-manager. We receiveal moss proceeds of approximately $31.6 million,
which was earmarked to expand our financing aaiwiand increase activity in SBA 7(a) lending, as
well as for direct investments in our portfolio coamies. The equity raise was an overwhelming sscce
and was well oversubscribed. We received orderggproximately 4.5 million shares; over double our
initial 2.0 million share offering, and as a resnoltreased the size of our share offering.

In concert with the BDC conversion, we electededreated as a regulated investment company (“RIC”)
beginning with the 2015 tax year and plan to ogefiata manner to qualify for the tax treatment
applicable to RICs. In order to qualify as a R#@ong other things, we will be required to meetater
source of income and asset diversification requémrgisiand timely distribute at least 90% of investme
company taxable income for each tax year to oureslwdders. This will generally relieve us from
paying U.S. federal income taxes on all incomerithigted to our stockholders. On April 13, 2015, we
paid our first quarterly dividend of $0.39 per sham cash, $0.01 higher than our initial forecast i
December 2014, and have recently forecasted a departer dividend of $0.47 per share. We expect t
pay a total annual dividend in 2015 of $1.82 pearsh$0.02 higher than our initial expectation in
December 2014, which we anticipate will be paidrfrour taxable income and not a return of capital.
addition, we will pay a special dividend to distrib our previous earnings and profits as a C-ashich
will be paid in a combination of Newtek common $tand cash.

Newtek — An Internally Managed BDC

I mentioned earlier that we are an internally makBDC versus an externally managed BDC; a very
important point to consider within the BDC universénternally managed BDC’s do not pay any
incentive or base fees to an external managertteardfore typically have lower operating expensesa
with management’s interests more closely aligneith Wiose of the shareholders. | own approximately
10% of the Company’s outstanding shares and myrduis very closely tied with the continued
performance of Newtek. Together with the founderanagement and the board of directors, we own
over 20% of the total outstanding shares, therefoa@agement’s interests are closely aligned wigh th
interests of our shareholders. Furthermore, ialgrmmanaged BDC’s are generally given a higher
valuation by the market and typically trade at anpium to NAV versus trading at discount to NAV,
which is typical for an externally managed BDC.

Portfolio Companies

We believe Newtek has a competitively distinct hass model within the BDC landscape and, as such,
we believe we have a competitive advantage within peer group. We manage our wholly and
majority-owned portfolio companies, which provigeurring revenue that is not traditionally credit
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sensitive. We are not investing in other peoplsinesses. We own, operate and control these
businesses, practically all of them for over 10rgeand we know them well. Specifically, we own
100% of the following portfolio companies includifgwtek Technology SolutiofisSmall Business
Lending, Inc., CDS Business Services, Inc., Newdekchant Solutions, Newtek Insurance Agency,

LLC and we own 80% of Newtek Payroll Services.

At December 31, 2014, Newtek Merchant Solutions, elactronic payment processing business, was
valued at 4.75x EBITDA or $45.5 million, and Newt@&lechnology Solutions, was valued at 3.75x
EBITDA or $21.5 million. Together these businessemprise a very significant portion of our total
2014 year-end NAV of approximately $166 milliont id our intent to leverage the equity in these and
our other portfolio companies as we continue toaexb our growth and recognition as a BDC.
Specifically we will look to opportunistically acgia companies within the business service footprint
with the goal to increase the total valuation @&sth businesses and enhance shareholder value.

Increased Market Awareness

Since our conversion, we have gained increasedanarkareness. Our ownership profile has changed
significantly and, by the end of 201,4 we were prdo name well-recognized institutions such as
Wellington Management Company, Perritt Capital Mpraent, Royce and Associates, Potomac Capital
and Zelman Capital as shareholders of Newtek. whde we are fond of retail participation in the
stock, we also like the balance of strong instiodl ownership. At the end of 2014, our institnéb
ownership increased by approximately 40% from Swper 30, 2014, and represented approximately
35% of total outstanding shares at December 314.26-tom the end of 2014 into early 2015, our stock
has experienced greater liquidity with an upticlbath average trading volume and dollar-based geera
trading volume. In January 2015, we were addethéoWells Fargo Business Development Index
(Symbol: WFBDC). With two well-recognized ETNskeed to this Index, we believe we will attract a
broader range and number of investors. Both JMfI8es LLC and Ladenburg Thalmann & Co. Inc.
initiated coverage on Newtek in 2015 and, togethgh Singular, we now have three independent
analysts covering our Company.

Successfully Lowered Our Cost of Capital

During 2014, we grew our business and realizedeasxd financial and operating efficiencies and,
together with our proven business model, were &blewer our cost of debt and equity capital thioug
multiple channels to more to effectively fund trentnued growth and expansion of our business. We
restructured our $50 million warehouse lines ofditrvith Capital One Bank, North America, which
now has improved terms with a holding-company ogljarantee. We successfully refinanced our
mezzanine debt with Summit Partners Credit AdvistrB. through a $10 million term loan through
Capital One Bank, North America. This refinancduges our cash interest expense on an annual basis
by more than $1.0 million, or 1000 basis points, #ototal of approximately $4.2 million over the
remaining term of the retired mezzanine debt. I§inwe received higher yield and advance ratesun
securitization transactions. In particular, ourcBmber 2014 securitization, received the most fver
pricing and terms to date.
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Growing Our Business and Alliance Partnerships

Nationally recognized institutions and organizasicare increasingly attracted to our comprehensive
product suite, premier customer service, and irstngdy recognized brand. As a result, we have
continued to expand our alliance partnership nekwiacreasing the reach of our business services
products and solutions to a larger pool of cliemt@hroughout 2014, we were pleased to add seneval
names to our already extensive list of allianceéngaships. Specifically, we formed alliance parshgs
with Teacher’s Federal Credit Union, Randolph Brooks é&i@adl Credit Union, Amalgamated Bank,
Paragon Financial Group, The Hartford, Banco PopuNorth America and UBSOur alliance partners
refer their customers to us for one or more of maduct categories, through our proprietary welketlas
technology NewTracké&r to enhance and/or expand their core product menus

Additionally, Newtek’s historical success and naty in the payments space garnered the attenfion o
SEQR by Seamless (OMX: SEAM), one of the largeppbers of payment systems for mobile phones.
This partnership allows a competitive advantageNfewtek in the U.S. payments arena and enables us t
deliver the same level of state-of the art, secuoost effective, end-to-end payments platform and
solution to merchants and their customers thabbigfetailers currently enjoy. Most recently in yiaf
2015, we formed a partnership with Lending Club @Y LC). This partnership will allow us to service
clients who are earlier in their business develapmeéo not have significant collateral to pledgel/an

do not have long amortization loan requirementse WMl continue to expand our universe of alliance
partners to help expand our reach in the SMB maaket increase the brand awareness of the Small
Business Authorif§. Currently, we have several additional allianeetper opportunities in our pipeline
that will be publicly announced over the courséirok.

2015 and Beyond

We believe we are in an advantageous position pitateze on market opportunities and grow. We

reported strong results in the first quarter of 20dur first full quarter reporting as a BDC, whigaves

us well poised for an even stronger year in 20A5March 31, 2015, we increased our NAV per share
by almost 2% to $16.61 from $16.31 at DecembefB814. We believe this is only the beginning for us

and that there is a great deal of opportunitiesun future. |, along with my management team, am
extremely hopeful that we will be able to grow &AV, our dividend and our business enterprise over
time as an internally managed BDC. | truly lookward to sharing our future success with all of you

my fellow shareholders. | sincerely thank you all your investment and continued support of Newtek,
and look forward to an exciting and prosperousriifar our Company.

Sincerely,

-

Barry Sloane
Founder, Chairman, President and Chief Executifie€f
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