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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

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

ACT OF 1934
For the quarterly period ended March 31, 2013

OR

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

For the transition period from to

Commission File Number: 001-16123

NEWTEK BUSINESS SERVICES, INC.

(Exact name of registrant as specified in its chaer)

New York 11-350463¢€

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

incorporation or organization) Identification No.)
212 West 3t Street, 2 Floor, New York, NY 10001
(Address of principal executive offices (Zip Code)

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

Indicate by check mark whether the registranth@s filed all reports required to be filed by Seweti3 or 15(d) of the Securities Exchange
Act of 1934 during the past 12 months (or for sslebrter period that the registrant was requireiilécsuch reports) and (2) has been subject
to such filing requirements for the past 90 day¥es No O

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

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

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

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act). Yes[ No
As of May 8, 2013, there were 36,966,672 of the Gany’s Common Shares outstanding.
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Iltem 1. Financial Information.

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDI TED)
FOR THE THREE MONTHS ENDED MARCH 31, 2013 AND 2012

(In Thousands, except for Per Share Data)

2013 2012

Operating revenue
Electronic payment processil $21,67°  $20,61°
Web hosting and desic 4,38( 4,69:
Premium incomt 4,25¢ 2,39(
Interest incom 1,03( 722
Servicing fee incom— NSBF portfolio 614 58(
Servicing fee incom— external portfolios 847 502
Income from tax credit 26 191
Insurance commissiot 444 31C
Other income 867 724
Total operating revenut 34,14 30,72¢

Net change in fair value ¢

SBA loans (37¢) (94)
Credits in lieu of cash and notes payable in csdditieu of casl 19 3€
Total net change in fair valt (357) (58)

Operating expense
Electronic payment processing ca 18,28 17,35
Salaries and benefi 6,05¢ 5,67¢
Interest 1,30: 837
Depreciation and amortizatic 807 801
Provision for loan losse 11¢ 11C
Other general and administrative cc 5,017 4,261
Total operating expens 31,58t 29,03¢
Income before income tax 2,202 1,63
Provision for income taxe (897) (60¢)
Net income 1,30¢ 1,02t
Net (income) loss attributable to r-controlling interest: 147 (6)
Net income attributable to Newtek Business Seryitres $ 145 ¢ 1,01¢
Weighted average common shares outstan- basic 35,21¢ 35,77¢
Weighted average common shares outstan- diluted 37,73t 36,19:
Earnings per shar basic and dilute: $ 004 $ 0.0¢

See accompanying notes to these unaudited condeossdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
MARCH 31, 2013 AND DECEMBER 31, 2012
(In Thousands, except for Per Share Data)

ASSETS

Cash and cash equivalents (includes $2,696 an®%1r8spectively, related to VII

Restricted cas

Broker receivabli

SBA loans held for investment, net (includes $18,286d $12,910, respectively, related to securibmatust
VIE; net of reserve for loan losses of $2,172 ap®b89, respectively

SBA loans held for investment, at fair value (irt#s $45,323 and $22,931, respectively, related to
securitization trust VIE

Accounts receivable (net of allowance of $531angli$Bespectively

SBA loans held for sale, at fair val

Prepaid expenses and other assets, net (inclug&36sdnd $1,123, respectively, related to secatitin trust
VIE)

Servicing asset (net of accumulated amortizatiahalowances of $6,995 and $6,750, respectiy

Fixed assets (net of accumulated depreciation arateation of $10,241 and $10,922, respectiv

Intangible assets (net of accumulated amortizaifdbil 3,973 and $13,855, respective

Credits in lieu of cas

Deferred tax asset, n

Goodwill

Total asset

LIABILITIES AND EQUITY

Liabilities:
Accounts payable, accrued expenses and otheiitied
Notes payabli
Note payable securitization trust VIE
Capital lease obligatio
Deferred revenu
Notes payable in credits in lieu of ce
Total liabilities

Commitments and contingenci

Equity:
Newtek Business Services, Inc. shareho’ equity:
Preferred shares (par value $0.02 per share; azgidot,000 shares, no shares issued and outstau

Common shares (par value $0.02 per share; autlds#®00 shares, 36,913 issued; 35,258 and 35,178

outstanding, respectively, not including 83 shdwelsd in escrow
Additional paic-in capital
Retained earnings (includes $1,466 related to dimtadimn of VIE on January 1, 201
Treasury shares, at cost (1,655 and 1,735 shasgsatively’
Total Newtek Business Services, Inc. shareha’ equity
Non-controlling interest:
Total equity
Total liabilities and equit

December 31

March 31,

2013 2012
Unauditec (Note 1)
$ 11,99¢ $ 14,22¢

15,11( 8,45¢

17,48¢ 16,69¢

13,70¢ 14,64

49,62t 43,05t

13,65( 10,87:

3,27¢ 89¢

10,99 11,01«

5,17 4,682

3,63: 3,52:

1,45( 1,55¢

5,92¢ 8,70z

2,62¢ 2,31¢

12,09: 12,09:
$166,75¢ $ 152,74
$ 13,13( $ 11,20¢

33,28( 39,82

41,78¢ 22,03¢

692 632

1,39 1,43i

5,92¢ 8,70z

96,21( 83,84(

73¢ 73¢

60,84: 60,60¢

8,45¢ 7,00¢

(1,417) (1,50¢)

68,62 66,84

1,92: 2,05¢

70,54 68,90:
$166,75¢ $ 152,74.

See accompanying notes to these unaudited condeassdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE THREE MONTHS ENDED MARCH 31, 2013 AND 2012

(In Thousands)

Cash flows from operating activitie
Consolidated net incon $
Adjustments to reconcile consolidated net incomeetibcash used in operating activiti
Income from tax credit
Accretion of interest expen:
Fair value adjustments on SBA loe
Fair value adjustment of credits in lieu of casH antes payable in credits in lieu of c:
Deferred income taxe
Depreciation and amortizatic
Accretion of discoun
Provision for loan losse
Other, ne’
Changes in operating assets and liabilit
Originations of SBA loans held for s¢
Proceeds from sale of SBA loans held for
Broker receivabls
Accounts receivabl
Prepaid expenses, accrued interest receivablethed asset
Accounts payable, accrued expenses and deferredue
Other, ne

Net cash used in operating activit

Cash flows from investing activitie
Return of investments in qualified busines
Purchase of fixed assets and customer merchant @i
SBA loans originated for investment, i
Payments received on SBA loe
Change in restricted ca
Contribution from no-controlling interes

Net cash used in investing activiti

2013 2012
1,306 $ 1,02
(26) (197)
46 227
377 94
(19) (36)
(311) (864)
807 801
(34) (41)
11¢ 11C
30¢ 26€
(27,239 (18,689
25,111 18,28"
(797) (9,019
(2,78 (2,017)
(240) 3,48¢
2,05: (209)
(1,20¢) 18€
(2,52) (6,559)
97¢ 10C
(564) (439
(7,640) (5,83¢)
1,201 94¢
(1,290 1,681

15 —

(7,309) (3,54

See accompanying notes to these unaudited condeossdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE THREE MONTHS ENDED MARCH 31, 2013 AND 2012(CONTINUED)

2013 2012
Cash flows from financing activitie
Net (repayments) proceeds on bank lines of ¢ $(6,530) $ 8,12¢
Increase in cash due to consolidation of subsic — 2,76:
Repayments on bank term note pay: (109 (109
Issuance of senior notes, net of issuance « 20,96: —
Payments on senior not (1,219 (1,027
Additions to deferred financing cos (80¢) —
Change in restricted cash related to securitiz: (4,899 4,67:
Other 197 (193
Net cash provided by financing activiti 7,60/ 14,24
Net (decrease) increase in cash and cash equis (2,23)) 4,14(
Cash and cash equivaler beginning of periot 14,22¢ 11,20:
Cash and cash equivale~ end of perioc $11,99¢  $15,34:
Supplemental disclosure of cash flow activities
Reduction of credits in lieu of cash and notes pleya credits in lieu of cash balances due toveeli of tax credits t
Certified Investor: $ 2,81¢ $ 3,06¢

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

NOTE 1 — DESCRIPTION OF BUSINESS AND BASIS OF PRESETATION:

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

The Company’s principal business segments are:

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

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

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

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

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

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

The condensed consolidated financial statemerteaftek Business Services, Inc., its subsidiariesa@msolidated entities included herein
have been prepared by the Company in accordanbeaadbunting principles generally accepted in thédd States of America and include
all wholly- and majority-owned subsidiaries, andesal portfolio companies in which the Capcos own-gontrolling minority interest in, 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 interest)reported below net income (loss) under
the heading “Net (income) loss attributable to wontrolling interests” in the unaudited condensedsolidated statements of income and
shown as a component of equity in the condensesiotidated balance sheets. See New Accounting S&daNote 2 for further discussic

The accompanying notes to unaudited condensed lieitsal financial statements should be read inwetjon with Newtek’s 2012 Annual
Report on Form 10-K. These financial statement& tteen prepared in accordance with instructiof®tm 10-Q and Article 10 of
Regulation S-X and, therefore, omit or condenstagefootnotes and other information normally ird#d in financial statements prepared in
accordance with accounting principles generallyepted in the United States. In the opinion of managnt, all adjustments, consisting of
normal recurring items, considered necessary fairgresentation have been included. The res@iltgerations for an interim period may |
give a true indication of the results for the emtiear. The December 31, 2012 condensed consalidatance sheet has been derived fron
audited financial statements of that date but datsnclude all disclosures required by accounprigciples generally accepted in the United
States of America.

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

7



Table of Contents

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES:
Use of Estimates

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

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

Electronic payment processing 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 detlauat of each transaction plus a flat fee per tamsn. Certain merchant customers are
charged miscellaneous fees, including fees for lvepdharge-backs or returns, monthly minimum festatement fees and fees for other
miscellaneous services. Revenues derived froml#oérenic processing of MasterCa&d and Visa soucredit and debit card transactions
are reported gross of amounts paid to sponsor banks

Web hosting revenueManaged technology solutions revenue is primamdsivitd from monthly recurring service fees for tise 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 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.

Sales and Servicing of SBA LoandNSBF originates loans to customers under the SBnam that generally provides for SBA guarantees
of 50% to 90% of each loan, subject to a 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 Iaount plus a premium that includes
both an upfront cash payment and the fair valueitoire net servicing income. Prior to October 11@0NSBF recognized the revenue item
“Premium on loan sales” net of capitalized loanenges and the discount on the retained unguaraptetdn; subsequent to the adoption of
fair value of SBA 7(a) loans on October 1, 2010BNRSecognizes premium on loan sales as equal toasie premium plus the fair value of
the servicing income. Revenue is recognized ornrdue date of the guaranteed portion, except asited below.

Upon recognition of each loan sale, the Companainstservicing 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 recoarte tCompany for failure of customers to pay ant®gontractually 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 theaitized servicing assets, additional amortizaiormpairment 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@nghluation 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 waglel 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
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the amortized balance exceeds the current faievéfuhe fair value of the stratum were to lateerease, the valuation allowance may be
reduced as a recovery. However, if NSBF determiin@simpairment for a stratum is other than tempgrthe value of the servicing asset i
any related valuation allowance is written-down.

SBA Loan Interest and Feesinterest income on loans is recognized as earnéalaris placed on non-accrual status if it exce&#ldays

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 uncollectedeéstancome is reversed and charged against cuopenations. While a loan is classified as
impaired non-accrual and the future collectabitityhe recorded loan balance is doubtful, collewtiof interest and principal are generally
applied as a reduction to principal outstanding.

The Company passes certain expenditures it inoutgetborrower, such as force placed insuranceffingnt 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.

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

The amount earned and recorded as income is detedrbly multiplying the total amount of tax creditkcated 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 certifieyestors is recorded as notes payable in cretitsu of cash. On the date the tax credits are
utilizable by the certified investors, the Capcaréases credits in lieu of cash with a correspandacrease to notes payable in credits in lieu
of cash.

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

Other income: Other income represents revenues derived from tipgnanits that cannot be aggregated with 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 feetReceivable fees are derived from the funding (paseh of receivables from finance clients. NBC rexiogs the revenue
on the date the receivables are purchased at arfiage of face value as agreed to by the clierd.ddmpany also has arrangements with
certain of its clients whereby it purchases thentls receivables and charges a fee at a speciftecbased on the amount of funds
advanced against such receivables. The funds mad\dck collateralized and the income is recogrezegarnec

» Late feesl ate fees are derived from receivables NBC hashased that have gone over a certain period (usaedly 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 bepeest due
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« Billing fees:Billing fees are derived from billing-only (non-fimce) clients. These fees are recorded when eamhézh occurs when the
service is rendere:

» Other feesThese fees include re-underwriting fees, due diligefees, termination fees, under minimum fees odimer fees including
finance charges, supplies sold to clients, NSF, fege fees and administration fees. These feeskarged upon funding, 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, VISA and MasterCérd dues angsssnts, bank processing fees and costs paiddepthity processing networks. St
costs are recognized at the time the merchantacéings are processed or when the services arerperfi. 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 servidash residual expenses are recognized in the Goyispeondensed consolidated
statements of income.

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 incdaxes; cash reserves associated with the seetiotiz cash set aside to purchase
unguaranteed portions originated subsequent tegbritization transaction, cash held in blockezbaaots used to pay down bank note
payables, cash held for our payroll clients waitiadpe remitted to their employees or taxing alith@nd a cash account maintained as a
reserve against electronic payment processing ebad losses. Following is a summary of restriciesh by segment:

(In thousands) March 31, 201: December 31, 201
Electronic payment processil $ 40¢ $ 387
Small business financ 10,20¢ 4,95¢
All other 1,657 27¢
Corporate activitie: 987 987
Capcos 1,84¢ 1,84¢
Totals $ 151X $ 845

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

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&sdde client. A majority of the receivables puashd with respect to prime plus
arrangements are recourse and are sold back ttienéif aged over 90 days, depending on contedcigreements. Purchased receivables are
included in accounts receivable on the consolidatddnce sheets.
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Investments in Qualified Businesst

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

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

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

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

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

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

The Company’s debt and equity investments havetantislly been made with funds available to Newttalough the Capco programs. These
programs generally require that each Capco meeénianom 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.

Securitization Activities

NSBF engaged in a securitization of the unguaranpeetions of its SBA 7(a) loans in 2010, 2011 20d3. Because the transfer of th
assets did not meet the criteria of a sale for @aitog purposes, it was treated as a secured bmmgoNSBF continues to recognize the assets
of the secured borrowing in Loans held for investtremnd the associated financing in Notes payabliemronsolidated balance sheets.

Share— Based Compensation

All share-based payments to employees are recajimizbe financial statements based on their fain&s using an option-pricing model at
the date of grant. The Company recognizes compiensaih a straight-line basis over the requisit@iserperiod for the entire award. The
Company has elected to adopt the alternative tianshethod for calculating the tax effects of shhased compensation. The alternative
transition method includes a simplified method dtablish the beginning balance of the additional{racapital pool related to the tax effects
of employee share-based compensation, which isad@ito absorb tax deficiencies.
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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 crediigindf cash at fair value. In addition, the Compalected on October 1, 2010 to fair value
SBA loans held for investment and SBA loans hefdstde. The Company also carries impaired loansoémel real estate owned at fair val
Fair value is based on the price that would beivedeto sell an asset or paid to transfer a ligbifi an orderly transaction between market
participants at the measurement date. In orderc@ase consistency and comparability in fair vahgasurements, the Company utilized a
fair value hierarchy that prioritizes observablée anobservable inputs used to measure fair vakoetlimee broad levels, which are described
below:

Level 1 Quoted prices in active markets for identical assefiabilities. Level 1 assets and liabilitieslude debt and equity securities and
derivative contracts that are traded in an actkahange market, as well as certain U.S. TreastingradJ).S. Government and
agency mortgac-backed debt securities that are highly liquid aredaactively traded in ov-the-counter markets

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

Level 2 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 determinatiorfeof value requires significant
management judgment or estimation. This categomgigdly includes certain private equity investmergtained residual interests
in securitizations, residential mortgage serviaig@ts, and highly structured or lc-term derivative contract

Income Taxes

Deferred tax assets and liabilities are computegdapon the differences between the financiadistant and income tax basis of assets and
liabilities using the enacted tax rates in effectthe year in which those temporary differenceseapected to be realized or settled. If
available evidence suggests that it is more 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 taxnefprior to fiscal year 2009 are closed and memegnt continually evaluates expiring
statutes of limitations, audits, proposed settldsiarhanges 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 tasitjpns 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).

Concentration of Credit Risk

Financial instruments that potentially subject@mmpany to a concentration of credit risk consistash, cash equivalents and accounts
receivable. The Company maintains its cash and easivalents with major financial institutions aattkimes, cash balances with any one
financial institution may exceed Federal Depossulance Corporation (FDIC) insured limits.

The Company sells its services to businesses thomighe United States. The Company performs omgoiedit evaluations of its customers’
financial condition and, generally, requires ca@tat, such as accounts receivable and/or othetsaskthe client, whenever deemed neces
For the three months ended March 31, 2013 and 2@ &ingle customer accounted for 10% or more @Gbmpany’s revenue or of total
accounts receivable at March 31, 2013 and DeceBhe2012.
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Fair Value of Financial Instruments

As required by the Financial Instruments Topictef Financial Accounting Standards Board (“FASB”cAanting Standards Codification
(“ASC"), the estimated fair values of financial insments must be disclosed. Excluding fixed assetzngible assets, goodwill, and prepaid
expenses and other assets (excluding as noted halobstantially all of the Company’s assets aaldilities are considered financial
instruments as defined under this standard. Fhievestimates are subjective in nature and arendigme on a number of significant
assumptions associated with each instrument ompgobsimilar instruments, including estimates afadiunt rates, risks associated with
specific financial instruments, estimates of futcash flows and relevant available market inforovati

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

» Cash and cash equivale

* Restricted cas

» Broker receivabl

» Accounts receivabl

* Notes payabl

» Accrued interest receivable (included in prepaidesses and other asse

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

« Accounts payable and accrued expei

The carrying value of investments in Qualified Biesises (included in prepaid expenses and othasggSeedits in lieu of cash and Notes
payable in credits in lieu of cash as well as SBank held for investment and SBA loans held fog saaproximate fair value based on
management’s estimates.

New Accounting Standard
None.

NOTE 3 — FAIR VALUE MEASUREMENTS:
Fair Value Option Elections

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

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

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

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

The Company elected the fair value option in otdeeflect in its financial statements the assuongithat market participants use in
evaluating these financial instruments.
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Fair Value Option Election — Credits in Lieu of Ca$, Prepaid Insurance and Notes Payable in CreditsiiLieu of Cash

Under the cost basis of accounting, the discourtrased 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 fordrezlit enhancements was recorded as prepaid irsueand amortized on a straight-line basis
over the term of the credit enhancements.

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

Based on the aforementioned characteristics amibim of the Chartis credit enhancements, the Compatieves that market participants
purchasing or selling its Capcaebt, and therefore its credits in lieu of cash aois payable in credits in lieu of cash, viewpaformance
risk to be equal to the risk of Chartis nonperfongerisk and as such both the fair value of craditeu of cash and notes payable in credits
in lieu of cash should be priced to yield a rateado comparable U.S. Dollar denominated debtumsénts issued by Chartis’ parent, AlG.
Because the value of notes payable in credit®indi cash directly reflects the credit enhancembtdined from Chartis, the unamortized
cost relating to the credit enhancement will cdadse separately carried as an asset on Compamyteased consolidated balance sheets ant
is incorporated in notes payable in credits in bégash.

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

Fair Value Measurements at March 31, 2013 Usin¢

Total Gains
(In thousands): Total Level 1 Level 2 Level 3 and (Losses
Assets
Credits in lieu of cas $ 5,92/ $— $5,92¢ $ — $ —
SBA loans held for investme 49,62¢ — — 49,62¢ (637)
SBA loans held for sal 3,27¢ — 3,27¢ — 25k
Total asset $58,82: $— $9,20z $49,62¢ $ (376
Liabilities
Notes payable in credits in lieu of ce $ 5,92/ $— $5,92/ $ — $ 1¢
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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 $ 8,70: $— $8,70: $ — $ —
SBA loans held for investme 43,05¢ — — 43,05¢ (8517)
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 $ 8,70 $— $8,70: $ — $ (109

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

The Company elected to account for both crediteinof cash and notes payable in credits in liecash at fair value in order to reflect in its
condensed consolidated financial statements thargasns that market participant’s use in evaluathrese financial instruments.

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

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

On December 31, 2012, the yield on the Chartis Batgket was 1.72%. As of March 31, 2013, the degeCtompany revalued the asset and
liability, the yields on the Chartis notes averade®D% reflecting changes in interest rates imtlagketplace. This decrease in yield decre:i
both the fair value of the credits in lieu of castd the fair value of the notes payable in craditieu of cash. The Company decreased the
value of the credits in lieu of cash to equal thkig of the notes payable in credits in lieu ohdascause the credits in lieu of cash can on
used to satisfy the liability and must equal thiugaf the notes payable in credits in lieu of cashll times. The net change in fair value
reported in the Company’s condensed consolidatgdraents of income for the three months ended M2t¢cR013 was a gain of $19,000.
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On December 31, 2011, the yield on the Chartis Batgket was 5.53%. As of March 31, 2012, the deeCtompany revalued the asset and
liability, the yields on the Chartis notes avera8es% reflecting changes in interest rates imtlaeketplace. This decrease in yield decrei
both the fair value of the credits in lieu of castd the fair value of the notes payable in craditeeu of cash. The Company decreased the
value of the credits in lieu of cash to equal thkig of the notes payable in credits in lieu ohdascause the credits in lieu of cash can on
used to satisfy the liability and must equal thiigaf the notes payable in credits in lieu of cashll times. The net change in fair value
reported in the Company’s condensed consolidatedraents of income for the three months ended Mat¢2012 was a gain of $36,000.

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

SBA 7(a) Loans

On October 1, 2010, the Company elected to utilieefair value option for SBA 7(a) loans fundedasrafter 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, @&aruing interest on the principal balance ohguartion at a per annum rate in effect
from time to time. NSBF originates variable intédesins, usually set at a fixed index to the Priate that resets quarterly. Primarily, NSBF
has made SBA 7(a) loans carrying guarantees of attd®5% with some originations at 90% for SBA dfiedi export type businesses; from
2009 through early 2011 under a special progranst micthe loans NSBF originated carried a guaraof&®%. NSBF, both historically and
as a matter of its business plan, sells the gusgdnportions via SBA Form 1086 into the secondaayket when the guaranteed portion
becomes available for sale upon the closing anduntling of the SBA 7(a) loan and retains the wargnteed portions. Management
recognized that the economic value in the guardnpeetion did not inure to NSBF at the time of treale but rather when the guaranty
attached at origination; amortization accountingtbyature does not recognize this increase inevat the true time when it occurred. Under
the fair value option, the value of the guaranssecorded when it economically occurs at the paiitihe creation of the loan, and is not
delayed until when the sale occurs. Contemporamgadhe value of the unguaranteed portion will digodetermined to reflect the full, fair
value of the loan.

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

SBA Loans Held for 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 useiaging the asset (including assumptions about rifke Company considers the pricing
reflected in its securitization activities to be thest indicator of the fair value discount useth&asure loans held for investment. As disct

in the Company’s 2012 Annual Report on Form 10H€, Company was able to securitize its unguarargegibns of its SBA 7(a) loans and
issued notes to investors with S&P ratings of “Aaid “A.”

The fair value measurement, currently recorded @8% upfront discount of the unguaranteed priridipéance of SBA loans held for
investment, is based upon internal quantitativa datour portfolio with respect to historical ddfaates and future expected losses as well as
the investor price paid for the senior interestum unguaranteed loans with respect to the 201&iseed transactior-sand adjusted for the
estimated servicing and interest income to benethby the trust over an estimated repayment téthree years. This was further adjuste
reflect the estimated default rate on the senitesibased on the default rate on our loan portfaBsuming a worst case scenario of no
recoveries. Should the performance of the undeagligans to the senior notes change, this could ¢tip@ assumptions used in the estimated
repayment term as well as the estimated
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default rate and thus result in a higher or lowiscaunt rate taken in the future; management revid@se assumptions regularly. If a loan
measured at fair value is subsequently impairesh the fair value of the loan is measured basati®present value of expected future cash
flows discounted at the loan’s effective intereder or the fair value of the collateral if therda collateral dependent. The significant
unobservable inputs used in the fair value measeméwt the impaired loans involve management’s fju€lgt in the use of market data and
third party estimates regarding collateral valiBsch estimates are further discounted by 20% - ®0féflect the cost of liquidating the
various assets under collateral. Any subsequentases or decreases in any of the inputs wouldt iasaicorresponding decrease or increase
in the reserve for loan loss or fair value of SBans, depending on whether the loan was originaied or subsequent to October 1,

2010. Because the loans bear interest at a varialdeNSBF does not have to factor in interest rigk.

Below is a summary of the activity in SBA loansdchédr investment, at fair value for the three mardind year ended March 31, 2013 and
December 31, 2012, respectively, (in thousands):

Three Months

Ended Year Ended
March 31, 201 December 31, 201
Balance, beginning of period $ 43,05t $ 21,85’
SBA loans held for investment, originat 7,58¢ 24,07¢
Payments receive (387) (2,027%)
Fair value los! (630 (85))
Balance, end of peric $  49,62¢ $ 43,05¢

SBA Loans Held For Sal¢

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 obsereaéhd 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 Isdor sale. The Company values the
guaranteed portion based on market prices equhétguaranteed loan amount plus a premium thaidies both an upfront cash payment
(utilizing quoted prices) and the value of a stredmpayments representing servicing income receinekcess 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 March 31, 2013 Usin¢

Total Level 1 Level 2 Level 3 Total Losse!

Assets
Impaired loan: $ 4,98/ $— $ — $ 4,98/ $ (3)
Other rec-estate owne 572 — 572 — (13)
Total asset $ 5,55¢ $— $ 572 $ 4,98/ $ (16)

Fair Value Measurements at December 31, 2012 Usin

Total Level 1 Level 2 Level 3 Total Losse!

Assets
Impaired loan: $ 6,965 $— $ — $ 6,965 $ (829
Other ree-estate owne 534 — 534 — (16¢)
Total asset $ 7,49¢ $— $ 534 $ 6,96¢ $ (990
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Impaired loans

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

fair value of the collateral if the loan is colleibdependent. Impaired loans for which the cagyamount is based on fair value of the
underlying collateral are included in assets apdmed at estimated fair value on a non-recurriagjd) both at initial recognition of
impairment and on an on-going basis until recowerghargesff of the loan amount. The significant unobsereahbputs used in the fair val
measurement of the impaired loans involve managésijendgment in the use of market data and thindypastimates regarding collateral
values. Such estimates are further discounted by 280% to reflect the cost of liquidating the wais assets under collateral. Valuations in
the level of impaired loans and corresponding impant affect the level of the reserve for loan éas#\ny subsequent increases or decrease:
in any of the inputs would result in a correspogndiecrease or increase in the reserve for loarlo&sr value of SBA loans, depending on
whether the loan was originated prior or subseqte@ctober 1, 2010.

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 Levef 2he valuation hierarchy.

NOTE 4 — SBA LOANS:

SBA loans are geographically concentrated in NewkYb2.8%) and Florida (11.3% of the portfolio).|Be& is a summary of the activity in
the SBA loans held for investment, net of SBA lt@ss reserves for the three months ended MarcB@I13 (in thousands):

Balance at December 31, 20 $57,70:
SBA loans funded for investme 7,58¢
Fair value adjustmel (637)
Payments receive (1,207
Provision for SBA loan losse (11¢)
Discount on loan originations, n 86
Other real estate ownt (95
Balance at March 31, 20: $63,33:

Below is a summary of the activity in the reservelban losses for the three months ended Marc@13 (in thousands):

Balance at December 31, 20 $2,58¢
SBA loan loss provisio 11¢
Recoveries 3
Loan charg-offs (53¢)
Balance at March 31, 20: $2,17:

18



Table of Contents

Below is a summary of the activity in the SBA lodredd for sale for the three months ended Marct2813 (in thousands):

Balance at December 31, 20 $ 89¢
Originations of SBA loans held for s¢ 27,23¢
Fair value adjustmel 25k
SBA loans solc (25,11)
Balance at March 31, 20: $ 3,27¢

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 March 31, 2013 Badember 31, 2012, net SBA loans receivable helthfestment with adjustable
interest rates amounted to $63,714,000 and $58882respectively.

For the three months ended March 31, 2013 and 26&Z;ompany funded approximately $34,826,000 &4j5%21,000 in loans and sold
approximately $27,238,000 and $18,287,000 of treanteed portion of the loans, respectively. Red#as from loans traded but not settled
of $17,489,000 and $16,698,000 as of March 31, 20it3December 31, 2012, respectively, are presastbdoker receivable in the
accompanying condensed consolidated balance sheets.

The outstanding balances of loans past due ovetyndays and still accruing interest as of MarchZ13 and December 31, 2012 amounted
to $1,177,000 and $1,128,000, respectively.

At March 31, 2013 and December 31, 2012, total ireganon-accrual loans amounted to $7,239,000 &r@b%,000, respectively. For the
three months ended March 31, 2013 and for thegm@ed December 31, 2012, the average balance afriedmon-accrual loans was
$7,379,000 and $6,935,000, respectively. Approxétye®2,085,000 and $2,204,000 of the allowancédan losses and fair value adjustment
were allocated against such impaired non-accraaldprespectively.

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

(in thousands) March 31, 2013 December 31, 201.

Fair Value Cost Basit Fair Value Costs Basi
Due in one year or less $ — $ 15 $ — $ 40
Due between one and five yei — 4,49; — 4,53¢
Due after five year 53,78¢ 12,36 46,58¢ 13,74:
Total 53,78t 16,87: 46,58t 18,31!
Less: Allowance for loan loss — (2,172 — (2,58¢)
Less: Deferred origination fees, t — (993 — (1,079
Less: Fair value adjustme (4,160 — (3,530 —
Balance (net $49,62¢ $13,70¢ $43,05¢ $ 14,64;

NOTE 5 — SERVICING ASSET:

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

The changes in the value of the Company’s servidgtgs for the three months ended March 31, 20&6vas follows:

(in thousands)

Balance at December 31, 20 $4,68:
Servicing rights capitalize 741
Servicing assets amortiz (246
Balance at March 31, 20: $5,17i
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During the three months ended March 31, 2012, tragany revised its estimate for the amortizatiomogkeof the servicing asset from 3.94
years to 5.00 years. Variables supporting this ghan the rate of amortization included a decréasean prepayment speeds, an exter
weighted average maturity date of the loan podfaind improvements in the credit standing ofdeml customers. The effect of this change
resulted in a $43,000 reduction in servicing aasgdrtization for the three months ended March 8122

The carrying value of the capitalized servicingeasgas $5,177,000 and $4,682,000 at March 31, a6@i®ecember 31, 2012, respectively,
while the estimated fair value of capitalized seing rights was $6,562,000 and $6,067,000 at Madci2013 and December 31, 2012,
respectively. The estimated fair value of servicisgets at March 31, 2013 and December 31, 2018etasnined using a discount rate of
11%, weighted average prepayment speeds ranging#é to 14%, depending upon certain characterisfitise loan portfolio, weighted
average life of 5.00 years, and an average defatigitof 5%.

The unpaid principal balances of loans servicedfbers are not included in the accompanying cosel¢consolidated balance sheets. The
unpaid principal balances of loans serviced foeatiwithin the NSBF originated portfolio were $28@,,000 and $271,548,000 as of
March 31, 2013 and December 31, 2012, respectifdlg.unpaid principal balances of loans servicedfbers which were not originated by
NSBF and are outside of the Newtek portfolio wet6%225,000 and $176,988,000 as of March 31, 28di3ecember 31, 201
respectively.

NOTE 6 — NOTES PAYABLE AND CAPITAL LEASES:
At March 31, 2013 and December 31, 2012, the Compad notes payable and capital leases compris#tkdbllowing (in thousands):

March 31, December 31
2013 2012
Notes payable

Capital One lines of credit (NSB|
Guaranteed lin $12,00( $ 12,00(
Unguaranteed lin 3,41( 11,85«
Summit Partners Credit Advisors, L.P. (NE 8,37¢ 8,28¢
Sterling National bank line of credit (NB( 8,58¢ 6,67
Capital One term loan (NT? 903 1,007
Total notes payabl 33,28( 39,82:!
Note payable securitization trus 41,78t 22,03¢
Total notes payabl $75,06¢ $ 61,86:
Capital lease obligatio $ 69 $ 632

In the three months ended March 31, 2013, the Caynfemsed certain software with a term of 4 ye@ing useful life of the software was
estimated to be between 7 — 10 years and inclubesgain purchase element at lease expiration.rasut, the transaction has been recorded
as a capital lease. The capitalized cost of theelt@nsaction was approximately $63,000; the asseplaced in service in March 2013.

In March 2013, the Company completed a third sé&eation resulting in $20,900,000 of notes beirgyesl in a private placement transact
The SBA lender transferred the unguaranteed partidiSBA 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 tletes is June 25, 2038. The proceeds of the traosdwdve been and will be used to repay
debt and originate new loans.

NOTE 7 — STOCK OPTIONS AND RESTRICTED SHARES:

The Company had three share-based compensationgsdasf March 31, 2013 and 2012. For the three Imscertded March 31, 2013 and
2012, compensation cost charged to income for thizses was $166,000 and $142,000, respectivelwhadh $136,000 and $113,000 are
included in salaries and benefits, and $30,000$2%J000 are included in other general and admatis# costs for the three months ended
March 31, 2013 and 2012, respectively.
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During the first quarter of 2013, the Company gedntertain employees, executives and directorggregate of 300,000 restricted shares
valued at $556,000. The employee and executiveghave a vesting date of March 1, 2016 while ihectbrs’ vest July 1, 2015. The fair
value of these grants was determined using thes&dire of the common shares at the grant daterdstected shares are forfeitable upon
early voluntary or involuntary termination of theployee. Upon vesting, the grantee will receive coiamon share for each restricted share
vested. Under the terms of the plan, these shaaedavdo not include voting rights until the sharest. The Company recorded $30,000 in
share-based compensation in the first quarter 8 20 connection with the vesting period associatéh these grants.

In the second quarter of 2012, Newtek granted icegimployees and executives an aggregate of 124¢3®icted shares valued at $184,000.
The grants vest on July 1, 2014. The fair valuthe§e grants was determined using the fair valikeo€ommon shares at the grant date. The
restricted shares are forfeitable upon early valgnor involuntary termination of the employee. Wpa@sting, the grantee will receive one
common share for each restricted share vested.ruineléerms of the plan, these share awards dimalode voting rights until the shares
vest. The Company charged $13,000 to share-basepersation expense during the three months endechN3a, 2013 in connection with
the vesting period associated with these grants.

In March 2011, Newtek granted certain employeescetives and board of directors an aggregate @2]000 restricted shares valued at
$1,941,000. The grants vest on July 1, 2014. The/&ue of these grants was determined usingdhes&lue of the common shares at the
grant date. The restricted shares are forfeitaptamearly voluntary or involuntary termination betemployee. 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 Company recorded $126,008188]000 in sharbased compensation in the first quarter of 20132812, respectivel

in connection with the vesting period associatetth tiese grants.

NOTE 8 — INCOME PER SHARE:

Basic income per share is computed based on thghteei average number of common shares outstandiiggdhe period. The effect of
common share equivalents is included in the calicuiaf diluted loss per share only when the effd#dheir inclusion would be dilutive.

The calculations of income per share were:

Three Months Three Months
Ended March 31 Ended March 31

(In thousands except per share data 2013 2012
Numerator:
Numerator for basic and diluted income per sk

income available to common shareholc $ 1,452 $ 1,01¢
Denominator
Denominator for basic income per share — weighted

average share 35,21¢ 35,77¢
Effect of dilutive securitie: 2,51¢ 414
Denominator for diluted income per share — weighted

average share 37,73t 36,19:
Income per share: basic and dilu $ 0.04 $ 0.0z

The amount of anti-dilutive shares/units excludednfthe above calculation is as follows:

Three Months Three Months
Ended March 31 Ended March 31
2013 2012
Stock options and restricted shares — 782
Warrants 50 50
Contingently issuable shar 83 83

NOTE 9 — COMMITMENTS AND CONTINGENCIES:

In the ordinary course of business, the Company fircay time to time be party to lawsuits and claifise Company evaluates such matters
on a case hy case basis and its policy is to covigsrously any claims it believes are without qatling merit.
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The Company is currently involved in various coatrelaims and litigation matters. Management hagereed all claims against the Compi
with counsel and has taken into consideration teew of such counsel as to the outcome of the sland on that basis the Company has
determined that it is “reasonably possible” thairok will result in a loss in the near term whitkstimates to be between $100,000 and
$500,000.

NOTE 10 — SEGMENT REPORTING:

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

The Electronic payment processing segment is aggene of credit card transactions, as well as &ebar of credit card and check approval
services to the small- and medium-sized busineskehdxpenses include direct costs (included sef@arate 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 condensed consolidaseensénts of income.

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 besges through NSBF, its licensed SBA lender; the@3 &/hitestone Group which mana

the Company’s Texas Capco; and NBC which providesants receivable financing, billing and accourtivable 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 lossespfalvhich are included in the respective captiontoe condensed consolidated statements of
income. NSBF also has expenses such as loan rgoaxeenses, loan processing costs, and other exgpémet are all included in the other
general and administrative costs caption on thelensed consolidated statements of income.

The Managed technology solutions segment condi$td 8, acquired in July 2004. NTS’s revenues améved primarily from web hosting
services and consist of web hosting and set up FES generates expenses such as professionaptees]l and benefits, and depreciation
and amortization, which are included in the respeataption on the accompanying condensed congetidstatements of income, as well as
licenses and fees, rent, and general office expea#leof which are included in other general adthiistrative costs in the respective caption
on the condensed 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 wligr @perating segments. The two largest entiti¢drsegment are Newtek Insurance
Agency, LLC, an insurance sales operation, andri&ssi Connect, LLC, a provider of sales and proegssarvices. Also included in this
segment are: Newtek Payroll Services, LLC, a prewaf payroll management, payment and tax repogeargices, Exponential of New York,
LLC, an entity determined to be a subsidiary orudayn 1, 2012, and Advanced Cyber Security Systeirs, (“ACS”), a start-up company
formed to offer web-based security solutions tortteeketplace.

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, informatiahtelogy, corporate development and additionalscassociated with administering the
Capcos.

The Capco segment, which consists of the twelvee@amenerates non-cash income from tax credttsgst income and gains from
investments in qualified businesses which are bdlin other income. Expenses primarily include-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.

Management has considered the following charatiesiehen making its determination of its operatimgl reportable segments:
. the nature of the product and servic

. the type or class of customer for their products services

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

. the nature of the regulatory environment (for exEmnpanking, insurance, or public utilitie

The accounting policies of the segments are thesenthose described in the summary of signifiaaabunting policies.
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The following table presents the Company’s segritdatmation for the three months ended March 31,28nd 2012 and total assets as of
March 31, 2013 and December 31, 2012 (in thousands)

Three Three
Months Endec Months Endec
March 31, March 31,
2013 2012
Third Party Revenue
Electronic payment processi $ 21,67¢ $ 20,61¢
Small business financ 7,44¢ 4,83¢
Managed technology solutiol 4,39¢ 4,69:
All other 64€ 54€
Corporate activitie: 20C 25C
Capco 5C 20C
Total reportable segments 34,41¢ 31,14¢
Eliminations (279 (419)
Consolidated Total $ 34,14« $ 30,72¢
Inter Segment Revenue
Electronic payment processi $ 60€ $ 374
Small business financ 52 11
Managed technology solutiol 147 201
All other 24C 30¢
Corporate activitie: 80t 511
Capco 31¢ 20¢
Total reportable segments 2,16¢ 1,61
Eliminations (2,169 (1,619
Consolidated Total $ — $ —
Income (loss) before income taxes
Electronic payment processil $ 1,83¢ $ 1,59¢
Small business financ 2,17¢ 1,46¢€
Managed technology solutiol 89¢ 1,10z
All other (462) (239
Corporate activitie: (1,956 (1,800
Capco (28¢6) (499
Totals $ 2,20 $ 1,63:¢
Depreciation and amortization
Electronic payment processi $ 11z $ 241
Small business financ 271 21¢
Managed technology solutiol 32¢ 29¢
All other 51 14
Corporate activitie: 45 27
Capco 1 2
Totals $ 807 $ 801
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Identifiable assets
Electronic payment processil
Small business financ
Managed technology solutiol
All other
Corporate activitie:
Capco
Consolidated Total

24

As of
As of December 31
March 31,
2013 2012
$ 9,88i $ 12,46t
121,77¢ 104,15!
12,15¢ 12,02:
3,143 1,762
6,01¢ 5,72¢
13,78: 16,61:
$166,75¢ $ 152,74.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.
Introduction and Certain Cautionary Statements

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

The statements in this Quarterly Report on FornQLByay contain forward-looking statements relatiagtich matters as anticipated future
financial performance, business prospects, legigadevelopments and similar matters. The Privamu8ties Litigation Reform Act of 19!
provides a safe harbor for forwa-looking statements. In order to comply with thente of the safe harbor, we note that a varietyaofdrs
could cause our actual results to differ materidiym the anticipated results expressed in the éodalooking statements such as intensified
competition and/or operating problems in its opargtbusiness projects and their impact on reveraresprofit margins or additional facto
as described in Newtek Business Services’ AnnyadiiRen Form 10-K.

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

Executive Overview

For the quarter ended March 31, 2013, the Compapgrted income before income taxes of $2,202,085,68,000 or 35% increase over
$1,633,000 for the same quarter of 2012. Net incal®@ increased to $1,452,000 in the first quart&®013 from $1,019,000 in the same
quarter of 2012. Total revenues increased by $30005t0 $34,144,000 from $30,729,000 for the quamteled March 31, 2013, due to
increased revenues in the Electronic payment psigsthe Small business finance, and the All oiegiments, offset by decreases in
revenues in our Managed technology solutions, CapdoCorporate segments. Electronic payment primcgdhe Small business finance and
Capcos also reported improvements in profitabilityElectronic payment processing, the segmentmaidcrease in revenue primarily due to
growth in processing volumes, and an increase énaijmg margin, resulting in a 15% increase in medefore income taxes. In the Small
business finance segment, the lender had an irchedman originations and loan servicing inconewall as an increase in interest income
attributable to the average outstanding perfornpioigfolio of SBA loans held for investment, whigftieased by 42.5% over the same qu

of 2012. Managed technology solutions segment tevemd income before income taxes declined fronfitstequarter of 2012. While the
segment reported an increase in web design revemlehosting revenue declined for the quarterhénAll Other segment, while revenue
increased by 18%, total expenses increased by 428y in salaries and benefits, and Corporaforeed a 9% increase in loss before
income taxes due primarily to an increase in pgiteml fees in connection with fees incurred inrextion with the restatement of the 2011
and 2012 financial statements.

During the first quarter 2013, the Company douliteteased facility space in the Long Island, NYia& in anticipation of increasing loan
originations and servicing volume. In addition, empany opened a new office in the Orange Cotedion of California geared toward
promoting and selling the Newtek suite of produettuding theNewtek Advantage ™.

In March 2013, the Company hired a new Chief Cradi Risk Officer with over 35 years experiencerigdit and risk management in the
financial services industry, including money ceptegional and community banks. The new officet i actively involved and reporting to
the Company’s Board of Directors and the ChaihefAudit Committee about regular compliance anestigion regarding the Company’s
primary operating subsidiaries and evaluating thisk, controls, policies and procedures.

Also in March 2013, the Company completed a thécusitization transaction resulting in $20,900,@@otes being issued in a private
placement transaction. The SBA lender transfefieduhguaranteed portions of SBA loans in the amof$i£3,569,000 and an additional
$5,900,000 for new loans to be funded subsequehtettransaction to a special purpose entity, NieBt@all Business Loan Trust 2013-1. As
compared to our prior securitizations in 2010 a@#1? this securitization was rated single-A, rathen AA, by Standard and Poor’'s and we
were able to improve our advance rate by 8%-9%yedlsas reduce our long-term cost of interest byartban 150 basis points.
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Business Segment Results:
The results of the Company’s reportable segmemtthéthree months ended March 31, 2013 and 2@ discussed below:

Electronic Payment Processing

Three months
ended March 31:

(In thousands): 2013 2012 $ Change % Change
Revenue
Electronic payment processil $21,67" $20,61" $ 1,06( 5%
Interest incom 2 1 1 10C%
Total revenu 21,67¢ 20,61¢ 1,061 5%
Expenses
Electronic payment processing ca 18,27: 17,34( 932 5%
Salaries and benefi 982 1,06t (83) (8)%
Professional fee 147 64 83 13(%
Depreciation and amortizatic 112 241 (12¢) (53%
Insurance expens related party 12 13 D (8)%
Other general and administrative cc 31¢ 301 17 6%
Total expense 19,84« 19,02 82( 4%
Income before income tax $ 1,83¢ $ 1,59¢ $ 241 15%

EPP revenue increased $1,060,000 or 5% betwees. \Revenue increased primarily due to growth ircessing volumes and the effect of
both card association and third-party processarinoseases passed through to merchants. Processlinges were favorably impacted by an
increase of 3% in the average number of processgrghants under contract between years. In addgiamwth in revenue between years
increased due to an increase of approximately 5&tdraverage monthly processing volume per merchkaetin part to the addition of sev¢
larger volume processing merchants, as well asgearyear growth in processing volumes from eriggtinerchants. The overall increase in
revenue between years due to growth in processihgnes and the average number of merchants serwiaegbartially offset by lower
average pricing between years due to both comgefitiicing considerations, particularly for larggocessing volume merchants, and the

of merchant sales volumes realized between periods.

Electronic payment processing costs (“EPP costeiieiased $932,000 or 5% between years. EPP cdd#d $xand 2012 included provisions
for charge-back losses of $145,000 and $624,08pertively. The provision for charge-back losse2dh?2 included losses of $472,000
related to a group of merchants affiliated with ofés independent sales agents. The group of m@ts related to such agent was
unilaterally approved by a former senior managehefEPP division and such charge-back lossestegsinbm violations of credit policy by
such senior manager. Processing revenues lessoeiegiayment processing costs (“margin”) decredsed 15.9% in 2012 to 15.7% in
2013. Margin was favorably impacted by the redurctioprovisions for chargbacks between years of 2.4%. The positive effe¢dhermargii
percentage of the reduction in charge-back losgigioms was offset by the impact on revenues ané &3ts of lower average pricing and
increased cost factors comprising the mix of memntkales volumes processed. Overall, the increasrgin dollars was $128,000 between
years.

Excluding electronic payment processing costs,rd#i costs decreased $112,000 or 7% between YEgpseciation and amortization
decreased $128,000 between periods as the reqritvibusly acquired portfolio intangible assetsdiaing fully amortized between periods.
Payroll related costs decreased $83,000 principallg result of a decline in average headcoun¥ob&tween years and lower payroll taxes
due to the acceleration of 2012 bonus payment201@. Professional fees increased $83,000 pritigigae to costs incurred in assessing
loss related to and the actions of the agent amddbsenior management member related to the cliwrgjelosses associated with a group of
merchants discussed above.

Income before income taxes increased $241,000,88%000 in 2013 from $1,594,000 in 2012. The iaseein income before income taxes
was principally due to the increase in the margpetating revenues less electronic payment praugssists) of $128,000 due to the reasons
noted above and the decrease in depreciation aodiaation cost of $128,000 between years.
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Small Business Finance

Three months
ended March 31:

(In thousands): 2013 2012 $ Change % Change
Revenue
Premium incom: $4,25¢ $2,39( $ 1,86¢ 78%
Servicing fee~ NSBF portfolio 614 58C 34 6%
Servicing fee- external portfolic 847 502 34k 69%
Interest incom 1,00¢ 70¢ 29¢ 42%
Management fee- related party — 14¢€ (14¢€) (100%
Other income 721 512 20¢ 41%
Total revenue 7,44¢ 4,83¢ 2,61( 54%
Net change in fair value @
SBA loans held for sal 25E 48 207 431%
SBA loans held for investme (631) (142) (489) 344%
Total net change in fair valt (376 (99 (282) 300%
Expenses
Salaries and benefi 1,80¢ 1,41z 39z 28%
Interest 1,217 577 64C 111%
Professional fee 30t 19¢ 10€ 53%
Depreciation and amortizatic 271 21¢ 52 24%
Provision for loan losse 11¢ 11C 8 7%
Other general and administrative cc 1,182 761 421 55%
Total expense 4,89¢ 3,27¢ 1,61¢ 49%
Income before income tax $2,17¢ $1,46¢ $ 70¢ 48%

Business Overview

The Newtek Business lending segment is compris@tSEF which is a non-bank SBA lender that origisatells and services loans for its
own portfolio as well as portfolios of other instibns and NBC which provides accounts receivaibl@niicing and billing services to business.
As such, revenue is derived primarily from premitmcome generated by the sale of the guaranteeipsitf SBA loans, interest income on
SBA loans held for investment and held for saleyising fee income on the guaranteed portions oA &fans sold, servicing income for

loans originated by other lenders for which NSBEh&s servicer, and financing and billing serviagdassified as other income above, provided
by NBC. Most SBA loans originated by NSBF chargerderest rate equal to the Prime rate plus antiaddi percentage amount; the interest
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 servicing asset paid by the purchaser is¢hendary market, the discount created
on the unguaranteed portion from the sale whicmésly reduced premium income is now included inftievalue line item, and, by not
capitalizing various transaction expenses, thengalad benefit and loan processing expense lingsayoa value closer to the cash cost to
operate the lending business. The fair value measemt, currently recorded as a 7.5% upfront discofithe unguaranteed principal balance
of SBA loans held for investment, is based upoerimd! quantitative data on our portfolio with respte historical default rates and future
expected losses as well as the investor pricefpaithe senior interest in our unguaranteed loaitis r@spect to the 2013 securitized
transaction, and adjusted for the estimated senyiand interest income to be retained by the tust an estimated repayment term of three
years. This was further adjusted to reflect thevesed default rate on the senior notes basededdfault rate on our loan portfolio, assun

a worst case scenario of no recoveries. Shoulgehfermance of the underlying loans of the sen@es change, this could
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impact the assumptions used in the estimated repatyterm as well as the estimated default ratetlaunsiresult in a higher or lower discount
rate taken in the future; management reviews thesemptions regularly. If a loan measured at fauer is subsequently impaired, then the
fair value of the loan is measured based on theepitevalue of expected future cash flows discouatete loars effective interest rate, or t
fair value of the collateral if the loan is colletedependent. The significant unobservable inps&d in the fair value measurement of the
impaired loans involve management’s judgment inube of market data and third party estimates daggicollateral values. Such estimates
are further discounted by 20%86% to reflect the cost of liquidating the vari@ssets under collateral. Any subsequent increasdscoease

in any of the inputs would result in a correspogndiecrease or increase in the reserve for loarlofsr value of SBA loans, depending on
whether the loan was originated prior or subseqtee@ctober 1, 2010. Because the loans bear intaresvariable rate, NSBF does not have
to factor in interest rate risk.

Consideration in arriving at the provision for Idass includes past and current loss experiencegmtportfolio 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 lodoalyreview for the estimated uncollectible portadmonperforming loans; subsequ
to September 30, 2010, management began recorflingraoriginations on a fair value basis whiclqu&es a valuation reduction of the
unguaranteed portion of loans held for investmerat kevel that takes into consideration futuredssd his valuation reduction is reflected in
the line item above: Net Change in Fair Value oASBans Held for Investment.

Small Business Finance Summary

Three months Three months
ended March 31, 2013 ended March 31, 2012
(In thousands): # Loans $0,000 # Loans $0,000
Loans sold in the quart 34 $ 25,11 19 $ 18,28)
Loans originated in the quart 35 $ 34,82¢ 19 $ 24,48t
Premium income recognizt — $ 4,25¢ — $ 2,39(
Average sale price as a percent of principal badmhy 118.06% 112.0%

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

For the three months ended March 31, 2013, the @agnpecognized $4,259,000 of premium income fronoa#s sold aggregating
$25,111,000 as compared with $2,390,000 of prenmamme from 19 loans sold aggregating $18,287,00@he three months ended
March 31, 2012. Premiums on guaranteed loan satraged 118.06% with 1% servicing for the quartetesl March 31, 2013 compared
with 112.03% with 1% servicing for the quarter emdiéarch 31, 2012.

Three months
ended March 31:

(In thousands): 2013 2012 $ Change % Change

Total NSBF originated servicing portfolio ( $379,15° $295,94. $ 83,21 28%
Third party servicing portfolic 167,22! 135,85 31,36¢ 23%
Aggregate servicing portfoli $546,38. $431,79¢ $114,58: 27%
Total servicing earned NSBF portfol $ 614 $ 58C $ 34 6%
Total servicing income earned external portf 847 502 34t 69%
Total servicing income earnt $ 1,467 $ 1,08: $ 37¢ 35%

(1) Of this amount, total average NSBF originatediplio earning servicing income was $277,750,88d $217,718,000 for the three
month period ended March 31, 2013 and 2012, reispéct
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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 foe.daliring November 2012 and April 2013 the
FDIC was successful in selling a significant gratfijoans with our assistance, which resulted iaduction in current and future servicing
income from the FDIC, offset by the addition of\geing income from other third party financial iftations. Our existing servicing facilities
and personnel perform these activities supplemenyexbntract workers as needed. The size of thégtiorwe will service for the FDIC, and
thus the revenue earned, varies and depends devileof bank failures and the needs of the FDI@Ganaging portfolios acquired from thc
banks as well as the success of being able teweii portfolios. We anticipate continuing to adidestthird party loan servicing contracts in
2013 which we expect will mitigate the declining IEDportfolio.

The $380,000 improvement in servicing fee income atiributable primarily to the addition of thirdny loan servicing, which increased by
$346,000 for the three months ended March 31, 20h®ared with the three months ended March 31, .2Di& average third party servici
portfolio increased from $134,053,000 to $169,366,r the same three month period, respectivalyddition, servicing fees received on
the NSBF portfolio increased by $111,000 quarter@uarter and was attributable to the expansidgheoNSBF portfolio, in which we earn
servicing income. The portfolio increased from aarage of $217,718,000 for the three month perimted March 31, 2012 to an average of
$277,750,000 for the same three month period ir820lis increase was the direct result of incredsad originations throughout 2012 and
the first quarter of 2013. This increase was offsed $77,000 decrease in servicing fees recensed the SBA on the NSBF originated
portfolio, predominately as a result of fewer loafassified as nonperforming and being repurchagetie SBA as well as the timing as to
when such servicing payments are processed byBAea8d received by NSBF.

Interest income increased by $299,000 for the threeth period ended March 31, 2013 as compardueteame period in 2012. This incre
was attributable to the average outstanding peifagmortfolio of SBA loans held for investment irasing from $41,923,000 to $59,723,(
for the quarters ended March 31, 2012 and 201Bentively.

Other income increased by $209,000 for the threetmperiod ended March 31, 2013 as compared tedtre period in 2012, primarily due
to a $157,000 increase in revenues at NBC. Fees@an receivable advances increased by $115,0@bwias attributable to an increase in
the average of NBC's investment in financed redadesfrom $4,519,000 to $8,153,000 for the quaseded March 31, 2012 and 2013,
respectively. Annual fees, due diligence fees amkuminimum credit line usage fees increased bgggnegate of $55,000 over the same
period, while late fees and billing service revedaereased by an aggregate of $13,000 period @virdp Increases in other income
attributable to NSBF of $51,000 for the three magmehiod ended March 31, 2013 as compared to the gamod in 2012 resulted from an
increase in packaging fee income due to an incrieabe number of loans originated as well as aneiase in income on recoveries.

The increase in the change in fair value associatddSBA loans held for sale results from a $598,(hcrease in the amount of unsold
guaranteed loans at March 31, 2012 and 2013, rigplgcas well as the increased premium being xemkon sold loans period over period,
as discussed above.

The increase in the change in fair value on SBAddaeld for investment is a result of the amountrgfuaranteed loans originated during
each period as well as reducing the upfront distmegognized on unguaranteed loans, from 11% % @6ring the first quarter of 2012,
resulting in a cumulative adjustment in the chaingfair value SBA loans held for investment of $01H, and further reduced to 7.5% at
December 31, 2012. This reduction was determineddapon internal quantitative data on our poufalith respect to historical default ra
and future expected losses, as well as the invpsite paid for the senior interest in our ungutead loans with respect to our securitized
transactions, adjusted for the estimated serviaimjinterest income retained by the trust oversimated repayment term of three years, and
further adjusted to reflect the estimated defaait on the senior notes based on the default nateioloan portfolio, assuming a worst case
scenario of no recoveries. During the quarter efMacth 31, 2012, loans originated, held for investtraggregated $5,800,000 as compared
to $7,588,000 of loans originated, held for investirfor the three months ended March 31, 2013.

Salaries and benefits increased by $392,000 priyrduie to an increase in benefit costs and salanesthe addition of staff in the originatir
servicing and liquidation departments, as wellragarease in staff to service third party consaC@ombined headcount increased by 19.3%
from 57 at March 31, 2012 to 68 at March 31, 2013.

Interest expense increased by $640,000 for the tienths ended March, 2013 compared with the samediin 2012, due primarily to
$513,000 of interest expense associated with then8ufinancing transaction which closed in AprilZ20 While the Summit financing was
transacted with the parent company, these funds prawvided to and utilized by NSBF; as a result,¢brresponding expense has been
recorded in the Small business finance segment$5h8,000 includes interest, payment-in-kind irgéerdiscount on the valuation of the
warrant issued to Summit and amortization of defiéffmancing costs. NSBF also experienced an isergainterest expense of $124,000 in
connection with the Capital One line of credit doédigher average balances
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outstanding. The average balance under the linthéthree months ended March 31, 2013 was $1488%s compared with an average
balance of $9,393,000 for the same period in 2BBT experienced an increase of $45,000 in intengsénse under the Sterling credit
facility due to an increasing portfolio. These weftset by a decrease of $21,000 in interest réledeNSBF’s securitizations and $21,000 in
other interest expense related to investor rentésn

Professional fees for the three months ended Mait¢cR013 increased by $106,000 when compared héthhree months ended March 31,
2012 primarily due to the addition of temporaryphahd an increase in regulatory review and seeatitin expenses.

Three months
ended March 31:

(In thousands): 2013 2012 $ Change % Change

Total reserves and discount, beginning of pe $ 6,092 $ 5,56¢ $ 52¢ 9%
Provision for loan los 11¢ 11C 8 7%
Discount, loans held for investment at fair vallig 631 142 48¢ 344%
Charge offs, Ne (535) (195) (340 174%
Total reserves and discount, end of pe $ 6,30¢ $ 5,628 $ 688 12%
Gross portfolio balance, end of peri $70,37: $51,71: $18,66( 36%
Total impaired nonaccrual loans, end of pel $ 7,031 $ 6,88¢ $ 14¢ 2%

Loan Loss Reserves and Fair Value Discount

(1) The upfront discount taken on unguaranteeddweeas reduced from 11% to 9.5% during the firstrgaf 2012 and further reduced to
7.5% at December 31, 2012 based upon internal tjative data on our portfolio with respect to histal default rates and future
expected losses. The Company also utilized thestoverice paid for the senior interest in our wengunteed loans with respect to the
2013 securitized transaction, adjusted for theregBd servicing and interest income to be retalnetthe trust over an estimated
repayment term of three years. This was furtheusidf to reflect the estimated default rate orsérgor notes based on the default rate
on our loan portfolio, assuming a worst case séemdmo recoveries

The combined provision for loan loss and net chandair value increased from $252,000 for the ¢hmeonths ended March 31, 2012 to
$749,000 for the same period in 2013, a net inerea$497,000. The allowance for loan loss, togethith the cumulative fair value
adjustment related to the SBA loans held for inmestt, increased from $5,623,000, or 10.9% of tlegportfolio balance of $51,711,000 at
March 31, 2012, to $6,306,000, or 9.0% of the gpmstfolio balance of $70,371,000 at March 31, 200&al impaired non-accrual loans
decreased on a percentage basis from $6,886,008 2% of the total portfolio at March 31, 2012 (31,000 or 10.0% at March 31, 2013.
Of this, $2,348,000 or 34.2% and $2,070,000 or%0of the allowance for loan losses and fair valisealint was allocated as specific res:
against such impaired non-accrual loans for the 201 2013 periods, respectively. The year over ggghuction in norperforming loans as
percentage results from an improvement in the divecanomic climate. The year over year reductiothie specific reserve reflects both the
relatively high level of overall collateralizatiam the non-performing portfolio as well as the @ase in the portion of that portfolio making
periodic payments pending return to performingustateducing the need for a specific reserve attitme.

Other general and administrative costs increaseiBy,000 due primarily to the additional marketiogts. Further increases were
attributable to loan servicing costs as a resuthefincrease in servicing third party portfolicent as a result of taking on additional space in
our Long Island office, as well as adding an offit€alifornia and additional expenses associati#a servicing our internal, growing
portfolio.

The increase of loan originations combined withrioyements in servicing, and interest, generatethéywddition to and enhanced
performance of the portfolio as well as an incraaghird party servicing, were sufficient to offselditional salaries, servicing, interest and
origination expenses. The resulting pretax incofrf&201 75,000 was a 48% improvement over the sanee tmonth period in 2012.
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Managed Technology Solutions

Three months
ended March 31:

(In thousands): 2013 2012 $ Change % Change
Revenue
Web hosting and desic $4,39¢ $4,69: $ (299 (6)%
Expenses
Salaries and benefi 1,15: 1,29( (137) (1%
Interest 24 22 2 9%
Professional fee 20t 16¢ 36 21%
Depreciation and amortizatic 32¢ 29¢ 28 9%
Insurance expens related party 3 3 — — %
Other general and administrative cc 1,78 1,80¢ (22) (D)%
Total expense 3,49¢ 3,591 (93) (3)%
Income before income tax $ 89€ $1,102 $ (20€) (19%

Revenue is derived primarily from recurring feemirhosting websites, through monthly contractsfared hosting, dedicated servers and
cloud instances (the “plans”). Less than 5% of nexss are derived from contracted services to desigmrmaintain web sites. Revenue
between periods decreased $299,000, or 6%, to 4839 in 2013. This included a decrease in wehifgpsévenue of $361,000 and an
increase in web design revenue of $62,000 betwegads. The decrease in revenue is the resultdeteease in the average monthly number
of total plans by 5,924 or 11% between periodsf@80 plans in the first quarter of 2013 from 53,@0ans in the first quarter of 2012.
Partially offsetting the decrease in revenue wamarease in the average monthly revenue per dldfeato $29.50 in 2013 from $28.48 in
2012. This reflects a growth in cloud instances @amtomers purchasing higher cost plans includduit@nal options and services and to a
lesser extent the effect of a pricing increaseilatee period in 2013. The average number of clogthnces increased by 97 to an average of
670 from 573 in the first quarter of 2012. The @ese in the average total plans occurred in theedtend dedicated segments. The average
monthly number of dedicated server plans in tha fjuarter of 2013, which generate a higher morfddyersus shared hosting plans,
decreased by 286 between periods, or 18%, to aageef 1,314 from an average of 1,600 in the §jtetrter of 2012. The average monthly
number of shared hosting plans in 2013 decreasé&q/36, or 11%, to an average of 45,096 from 50iB83Be first quarter of 2012.
Competition from other web hosting providers aslaslalternative website services continued to lzamegative effect on web hosting plan
count and revenue growth.

It continues to be management’s intent to increagenues 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 broaldeiCompany’s focus on the Microsoft
web platform by providing its platform capabilitissinclude more open source web applications whioke become increasingly attractive to
web developers and resellers.

Total expenses of $3,498,000 in the first quart&d0d.3 decreased 3% from $3,591,000 in the firstrigu of 2012. Salaries and benefits for
the quarter decreased $137,000 or 11% between te$ts153,000. The number of staff positions aexiby approximately 4% between
years and a decline in payroll taxes, principallg do the acceleration of the timing of annual lsopayments into December 2012, effecti
reduced total salaries and benefit costs by artiaddl 2% between periods. There was no provisawrbbnus expense in 2013 which reduced
salaries and benefit cost by 8% between periodtialha offsetting the aforementioned decreasesalary and benefit costs between periods
were wage rate increases and a decrease in wagedrebsts allocated to other business segmentsagitdl related development projects.
Depreciation and amortization increased $28,00@Herquarter between periods to $326,000 due tocease in capital expenditures in the
latter part of 2012 (including a capital lease galion of $632,000 for a new company-wide telepheystem) and the timing of 2013 planned
capital expenditures. Professional fees increa8&M®0 principally due to the increase in web desigvelopment revenues between periods.
Other costs decreased $22,000 or 1% between pehmisases in domain costs of $19,000 and hardmaietenance and support costs of
$83,000, principally due to the restructuring afydous contracts in those areas, were more thaetdffy a reduction in building occupancy
costs (rent and utility costs) of $151,000 betwperiods.

Segment income before income taxes decreased 1$206r000 to $896,000 in the first quarter of 26081 $1,102,000 in the first quarter
of 2012. The decrease in segment profitabilityngipally due to a decline in web hosting revenumvben periods, was only partially offset
by lower operating costs between periods.
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All Other
Three months
ended March 31:
(In thousands): 2013 2012 $ Change % Change
Revenue
Insurance commissiot $ 444 $ 287 $ 157 55%
Insurance commissiol- related party 42 23 19 83%
Other income 141 212 (77) (33%
Other incom-related part) 18 22 4 (18)%
Interest incomt 1 2 (1) (50%
Total revenus 64€ 54€ 10C 18%
Expenses
Salaries and benefi 667 54¢€ 121 22%
Professional fee 13¢ 10z 37 36%
Depreciation and amortizatic 51 14 37 264%
Other general and administrative cc 251 11¢ 13z 112%
Total expense 1,10¢ 78C 32¢ 42%
Loss before income tax $ (462) $(234) $ (22¢) (97%

The All Other segment includes revenues and exgemamarily from Newtek Insurance Agency, LLC (“NTJANewtek Payroll Services
(“PAY") and qualified businesses that received stwgents made through the Company’s Capcos whiahotdre aggregated with other

operating segments.

In December 2012, the Company invested in Advambdaber Security Systems, LLC (*ACS”), a start-up g@any formed to offer web-based
security solutions to the marketplace. ACS is antedi for as a variable interest entity (“VIE") aretorded a loss of $129,000 for the three

months ended March 31, 2013.

Total revenue increased by $100,000, or 18% fottthee months ended March 31, 2013 primarily dugntncrease in insurance commiss
revenue of $157,000 resulting from the additiommproximately 340 health-related policies acqubga related company in the fourth
quarter of 2012, and being serviced by NIA. Otimepme decreased by $71,000, or 33%, primarily dwe3100,000 gain on the sale of an
investment which was recorded in the year ago gerio

Salaries and benefits increased by $121,000 ort®d28667,000, for the three months ended March 8132s compared to $546,000 for
same period in 2012. Additional staff was addeNI&tto service the new health policies acquirethia fourth quarter of 2012, and also at
PAY, which increased the number of payroll cliesgsviced that grew from 118 at March 31, 2012,716 8t March 31, 2013. Professional
fees increased by 36% for the three months endedhvad, 2013 compared with the year ago periodk8roommission expense, the
majority of which was related to the newly acquiheglth policies, increased by $71,000 and wasaligroffset by a $28,000 reduction in
accounting and audit fees. Other general and adtrative costs increased by $133,000 for the threeths ended March 31, 2013 compared
with March 31, 2012, and include an additional $28,in marketing expense allocated to NIA and PAY &75,000 in software licensing

fees incurred by ACS reported in the current quarte
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Corporate activities

Three months
ended March 31:

(In thousands): 2013 2012 $ Change % Change
Revenue
Management fee- related party $ 19¢ $ 24¢ $ (50 (20)%
Interest incom 1 1 — —
Total revenue 20C 25C (50) (20)%
Expenses
Salaries and benefi 1,46¢ 1,361 10z 8%
Professional fee 397 19¢ 201 105%
Depreciation and amortizatic 45 27 18 67%
Insurance expens related party 27 7 20 28€%
Other general and administrative cc 223 45¢ (23€) (51)%
Total expense 2,15¢€ 2,05( 10€ 5%
Loss before income tax $(1,95€) $(1,800 $ (15€6) (9%

The Corporate activities segment implements busieategy, directs marketing, provides technolmggrsight and guidance, coordinates
and integrates activities of the other segmentstraots with alliance partners, acquires custorpeodunities, and owns our proprietary
NewTracker™ referral system and all other intellatproperty rights. This segment includes reveane expenses not allocated to of
segments, including interest income, Capco managefee income, and corporate operating expensaselbperating 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.

Revenue is derived primarily from management fegaed from the Capcos. Management fee revenuenddc?0%, or $50,000, to $199,000
for the three months ended March 31, 2013, fron®®WD for the three months ended March 31, 2012adgament fees, which are
eliminated upon consolidation, are expected toinastto decline in the future as the Capcos matnckutilize their cash. If a Capco does not
have current or projected cash sufficient to papaggment fees, then such fees are not accrued.

Total expenses increased by $106,000, or 5%, &ttitee months ended March 31, 2013 over the sanedgn 2012. Salaries and benefits
increased 8% or $103,000, primarily due to additbnew staff in sales, executive and human regsurthe increase in professional fees of
$201,000, or 103%, was primarily due to audit aghl fees incurred in connection with the restatgroéthe 2011 and 2012 financial
statements. The decrease of $236,000 in other glegredt administrative costs was due primarily ttieerease in marketing of $138,000 pe
over period. In addition, rent and related occuparasts decreased by $105,000 during the quadaltiy from the collection of past due
rent from a subtenant on leased facilities, forahhieserves had been previously recorded.

Loss before income taxes increased $156,000 fahtiee months ended March 31, 2013, as compartx teame period in 2012, primarily
due to the decrease in management fee revenuendndraase in professional fees and salaries aneffite offset by a decrease in other
general and administrative costs.
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Capcos
Three months
ended March 31:
(In thousands): 2013 2012 $ Change % Change
Revenue
Income from tax credit $ 26 $ 191 $ (165) (86)%
Interest incom 19 8 11 13&%
Other income 5 1 4 40(%
Total revenue 50 20C (150) (79)%
Net change in fair value @
Credits in lieu of cash and Notes payable in csdditieu of cast 19 36 (17) 4N%
Expenses
Management fee- related party 19¢ 39t (297) (50)%
Interest expens 56 237 (187) (76)%
Professional fee 62 68 (6) (9%
Other general and administrative cc 39 31 8 26%
Total expense 35E 731 (37€) (51)%
Loss before income taxi $(28¢€) $(49E5) $ 20¢ 42%

As described in Note 3 to the condensed consotid@tancial statements, effective January 1, 2808 Company adopted fair value
accounting for its financial assets and finandailities concurrent with its election of the faialue option for substantially all credits in lieu
of cash, notes payable in credits in lieu of cash@repaid insurance. These are the financial aaget liabilities associated with the
Company’s Capco notes that are reported withirCthmpany’s Capco segment. The table above refleeteftects of the adoption of fair
value measurement on the income and expense itrowsr(e from tax credits, interest expense and arme expense) related to the revalued
financial assets and liability for the three monghsled March 31, 2013 and 2012. In addition, thehange to the revalued financial assets
and liability for the three months ended March3113 and 2012 is reported in the line “Net chamgiir value of Credits in lieu of cash and
Notes payable in credits in lieu of ¢” on the condensed consolidated statements of incom

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

Revenue is derived primarily from non-cash inconoenftax credits. The decrease in total revenuethfothree months ended March 31,
2013 versus the same period in 2012 reflects fieetedf the declining dollar amount of tax cred#snaining in 2013. The amount of future
income from tax credits revenue will fluctuate wititure interest rates. However, over future pesittdough 2016, the amount of tax credits,
and therefore the income the Company will recogniii decrease to zero.

Expenses consist primarily of management fees anecash interest expense. Related party managdeentiecreased 50%, or $197,000, to
$198,000 for the three months ended March 31, 2@k $395,000 for the same period ended 2012. Batlparty management fees, which
are eliminated upon consolidation, will continuedexline in the future as the Capcos mature afideutheir cash. Interest expense decreased
76%, or $181,000, to $56,000 for the three montited March 31, 2013 from $237,000 as a resultefigrlining amount of tax credits
payable in 2013. Overall, the pretax loss in thpd@assegment decreased by $209,000, period overdygriimarily due to the decrease in
management fees.
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Critical Accounting Policies and Estimates:

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

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

December 31, 2012.

Liquidity and Capital Resources

Cash requirements and liquidity needs over the tvealive months are anticipated to be funded priltpdnrough cash generated from
operations, available cash and cash equivalenttjrexcredit lines, and securitizations of the Qoamy’s SBA lender’s unguaranteed loan
portions. As more fully described below, the CompsusBA lender will require additional funding s@es to maintain SBA loan originations
in the latter part of 2013 under anticipated cdodg; although the failure to find these sourceg meguire the reduction in the Company’s
SBA lending and related operations, it will not @mipthe Company’s overall ability to operate.

The Company’s SBA lender depends on the continnatidhe SBA 7(a) guaranteed loan program of thiéddrStates Government. The
Company’s SBA lender depends on the availabilitpuithasers for SBA loans for sale in the secondsasket and the premium earned
therein to support its lending operations. At tinise, the secondary market for the SBA loans isisbb

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

As an alternative to holding indefinitely the ports of SBA loans remaining after sale of the gu@ethportions in the SBA supervised
secondary market, the Company has undertaken twisee these unguaranteed portions. In Decemb&0 2e first such securitization trust
established by the Company issued to one investesrin the amount of $16,000,000 which receive8tamdard & Poor’s (“S&P”) rating of
“AA.” A second securitization, an amendment to ¢higinal transaction, was completed in December12@hd resulted in an additional
$14,900,000 of notes issued to the same investthird securitization was completed in March 20648%$20,909,000 of notes issued to
multiple investors which received an “A” rating ioS&P. The SBA lender used the cash generated therfirst transaction to retire its
outstanding term loan from Capital One, N.A. anéurad a $3,000,000 account which during the firsirger of 2011 purchased unguaranteed
portions originated subsequent to the securitinati@ansaction. Similarly, the proceeds from theosélcand third securitizations in 2011 and
2013 were used to pay down its outstanding revdbaet with Capital One, N.A., and to fund a $5,000, and $4,175,000 account,
respectively, which were used to purchase ungueednportions of loans in the first quarter of 2@bh@ April 2013, respectively. While this
securitization process can provide a long-term ifugdource for the SBA lender, there is no cenjaihét it can be conducted on an economic
basis. In addition, the securitization mechanisalitdoes not provide liquidity in the short-terar funding SBA loans.

In December 2010, the SBA lender entered into alvang loan agreement with Capital One, N.A. fortog$12,000,000 to be used to fund
the guaranteed portions of SBA loans and to beidepith the proceeds of the sale in the secondasket of those portions. Also, in June
2011, the SBA lender entered into a revolving lagreement with Capital One N.A., for up to $15,000,to be used to fund the
unguaranteed portions of SBA loans and to be repdfdthe proceeds of loan repayments from thedweers as well as excess cash flow of
NSBF. In October 2011, the term of the loans weateraled by nine months through September 30, 2ih8hich time the outstandir
balance will be converted into a three year teramld’he Company is currently working on a replacare extension of its current line of
credit. Failure to do so may require a reductiothexCompany’s SBA lending and related operations.

On February 28, 2011, NBC entered into a three feeiof credit of up to $10,000,000 with SterliNgtional Bank to purchase and
warehouse receivables. There is no cross coll&at@in between the Sterling lending facility aheé Capital One credit facility; however, a
default under the Capital One loan will create asfaility of default under the Sterling line of die The availability of the Sterling line of
credit and the performance of the Capital One l@assubject to compliance with certain covenantsallateral requirements as set forth in
their respective agreements, as well as limitetticions on distributions or loans to the Compamgthe respective
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debtor, none of which are material to the liquidifthe Company. At March 31, 2013, the Companyitmsubsidiaries were in full
compliance with applicable loan covenants. The Camyguarantees these loans for the subsidiari¢s g amount borrowed; in addition,
the Company deposited $750,000 with Sterling ttatadalize that guarantee. As of March 31, 2018 ,Gompany’s unused sources of
liquidity consisted of $11,998,000 in unrestrictadh and cash equivalents.

Restricted cash of $15,110,000 as of March 31, 20p8marily held in Small business finance, Ath@r, the Capcos and Corporate
segments. For NSBF, approximately $2,597,000 id bglthe securitization trusts as a reserve orréutonperforming loans, $4,175,000 is
held to purchase unguaranteed portions originatbdegjuent to the March 2013 securitization traisacand the remainder of $3,328,000 is
due participants, the SBA and others. For All ot T holds tax deposits for their clients untitBypayments are due to the respective state
or federal authority, and NIA segregates premiunikected from insureds. For the Capcos, restriceesh can be used in managing and
operating the Capcos, making qualified investmantsfor the payment of taxes on Capco income. diitiad, as discussed above, the
Company deposited $750,000 with Sterling to cotidiee its guarantee, which is included in the @oape segment.

In summary, Newtek generated and used cash asviollo

(Dollars in thousands

Three
Months Ended
March 31,
2013 2012
Net cash used in operating activit $(2,527) $(6,559)
Net cash used in investing activiti (7,309 (3,549
Net cash provided by financing activiti 7,60¢ 14,24
Net (decrease) increase in cash and cash equis (2,23)) 4,14(
Cash and cash equivalents, beginning of pe 14,22¢ 11,20:
Cash and cash equivalents, end of pe $11,99¢ $15,34:

Net cash flows (used in) provided by operatingwiis increased by $4,032,000 to cash used 058{2000) for the period ended March
2013 compared to cash used in operations of $(888®for the period ended March 31, 2012. The gharimarily reflects the operation of
the SBA lender, and due to the fluctuation in thakbr receivable. The broker receivable arises fimens traded but not settled before qui
end and represents the amount of cash due froputithasing broker; the amount varies dependingan brigination volume and timing of
sales and settlement at quarter end. In the firaitgqr of 2013, the Company originated $27,238@f0BBA loans held for sale and sold
$25,111,000 compared with $18,683,000 originateti$ir8,287,000 sold in the first quarter of 2012.

Net cash used in investing activities includesuhguaranteed portions of SBA loans, the purchas$ieed assets and customer accou
changes in restricted cash and activities involimgstments in qualified businesses. Net cash imsieesting activities decreased by
$(3,764,000) to cash used of $(7,308,000) for #méod ended March 31, 2013 compared to cash us§(BH44,000) for the period ended
March 31, 2012. The decrease was due primarilygeater amount of SBA loans originated for investirof $(7,640,000) for the three
month period in 2013 compared with $(5,838,00042, and the change in restricted cash, which §§k890,000) of cash in 2013 verst
$1,687,000 provision in the same period of 2012.

Net cash provided by financing activities primaiitgludes the net borrowings and (repayments) otk bates payable as well

securitization activities. Net cash provided byaficing activities decreased by $6,639,000 to cesviged of $7,604,000 for the period enc
March 31, 2013 from cash provided of $14,243,000He period ended March 31, 2012. While the curmpeniod included a cash provision
$20,962,000 related to the Company’s March 2018r#exation transaction, additional cash was useckpay bank lines of credit, a decrease
of $(14,655,000) compared with the year ago quaatewell as the change in restricted cash whichedsed by $(9,571,000). In addition, the
consolidation of Expo provided cash of $2,763,000rd) the year ago quarter.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk.

We consider the principal types of risk in our Imesis activities to be fluctuations in interestgated loan portfolio valuations and the
availability of the secondary market for our SBAms held for sale. Risk management systems anéguoes are designed to identify and
analyze our risks, to set appropriate policieslaniis and to continually monitor these risks aimdils by means of reliable administrative ¢
information systems and other policies and programs
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Our SBA lender primarily lends at an interest @terime, which resets on a quarterly basis, pltisedd margin. Our receivable financing
business purchases receivables priced to equatsitoilar prime plus a fixed margin structure. Tagpital One term loan and revolver loan,
the securitization notes and the new Sterling ¢iheredit are, and the former Wells Fargo line i&dit was, on a prime plus a fixed factor
basis (although the Company had elected under #its\Wargo line to borrow under a lower cost LIBO&Sis). As a result the Company
believes it has matched its cost of funds to itsra&st income in its financing activities. Howeuegcause of the differential between the
amount lent and the smaller amount financed afsigmit change in market interest rates will haveaerial effect on our operating

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

Our lender depends on the availability of secondaayket purchasers for the guaranteed portion8#f IBans and the premium received on
such sales to support its lending operations. itttme the secondary market for the guaranteetiomarof SBA loans is robust but during
2008 and 2009 financial crisis the Company hadadiffy selling it loans for a premium; although motpected 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 changingrést rates on invested cash which was approxiyn$#:,108,000 at March 31, 2013. We
do not purchase or hold derivative financial instemts for trading purposes. All of our transactiars conducted in U.S. dollars and we do
not have any foreign currency or foreign exchangle WWe do not trade commodities or have any comiyngudice risk.

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

institutions. Invested cash is held almost exclelgiat financial institutions with ratings from S&® A- or better. The Company invests cash
not held in interest free checking accounts or bankey market accounts mainly in U.S. Treasury-ambney market instruments or funds
and other investment-grade securities. As of M&1h2013, cash deposits in excess of FDIC and $iR@ance totaled approximately
$484,000 and funds held in U.S. Treasury-only manayket funds or equivalents in excess of SIPCrarste totaled approximately
$1,849,000.
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Item 4. Controls and Procedures.
(a) Evaluation of Disclosure Controls and Procedur.

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

(b) Change in Internal Control over Financial Repting.

For the year ended December 31, 2012, Newtsldnagement identified material weaknesses imalteontrol over financial reporting bas
on criteria in Internal Control-Integrated Framel@msued by the Committee of Sponsoring Organipatmf the Treadway Commission. The
material weaknesses, which related to charge-tumsde$ at Universal Processing Services of Wiscphki@, (“UPS”), resulted in the
restatement of the consolidated financial statesifemtthe periods ended December 31, 2011, Mar¢cB@I12, June 30, 2012 and September
30, 2012. The full report is included in Item 9aloé Company’s 2012 Annual Report on Form 10-K.

As a result of the material weaknesses identitieel Company commenced a remediation plan and coedpllee following actions during the
three months ended March 31, 2013:

« The Company terminated and replaced the formepsemnager and President of Ul

e The consulting firm retained to conduct a full istigation of activities and recommend enhancementf?S’ control systems
completed its review, and communicated its findiagd recommendations to the Audit Committee and B&&d of Managers,
and subsequently shared with legal counsel, thepaas's Board of Directors and executive managen

« The Company terminated its internal auditor anddat Chief Credit and Risk Officer reporting dihg¢o the Board of Directors.
The new Chief Credit and Risk Officer commenced legrmpent with the Company on April 1, 201

» As part of the monthly closing process, the Coldrat UPS is

. obtaining the month end merchant reserve accourthaet balance listing and reviewing for the abseasftnegative
balance positions and verifying that the totaluwdtsdetail listing maintained by operations is gmeement with the sponsor
bank's month end balance; a

. ensuring that all cash release transfers of metasah reserves amounts in excess of establisheshthids have been
approved by the Compa’s Chief Executive Officel

A member of the corporate accounting team is irtérrauditing monthly activity in the merchant reseaccount to ensure
accuracy

» The Credit Committee of UPS was reorganized to eppp@w members and to establish a new Credit Cdtmenmeeting
schedule. Risk management meetings are now ocguwrira weekly basis. In addition, senior Companpagament attend those
meetings as observe

» The Company is in the process of developing a rleetrenic cash transfer request and approval patiggstablish new electronic
transfer of funds policy and practices at UPS msdpto the funds disbursement cyc

» Arrevised policy regarding delegation of authofdy approving new merchants and boarding new adsdsarcurrently in progres
« Additional live training discussing the Compi's Whistle Blower Hotline began and is currentlypnogress

(c) Limitations.

A controls system, no matter how well designed @merated, can provide only reasonable, not absaatairances that the controls system’s
objectives will be met. Furthermore, the desigma abntrols system must reflect the fact that tlaeeeresource constraints, and the benefits of
controls must be considered relative to their cadgsause of the inherent limitations in all cofgrgystems, no evaluation of controls can
provide absolute assurance that all control isanésinstances of fraud, if any, within the Comphaye been detected. These inherent
limitations include the realities that judgmentsietision-making can be faulty, and that breakdosamsoccur because of simple errors or
mistakes. Controls can also be circumvented bynithgidual acts of some persons, by collusion o ttw more people, or by management
override of the controls. The design of any systérontrols is based in part upon certain assumptabout the likelihood of future events,
and there can be no assurance that any desigaueieed in achieving its stated goals under afirg@tl future conditions. Over time, contr
may become inadequate because of changes in anwddr deterioration in the degree of compliandd Wt policies or procedures. Because
of the inherent limitations in a cr-effective control system, misstatements due tor@nrdraud may occur and not be detected.



periodically evaluate our internal controls and makanges to improve them.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

We are not involved in any material pending litigat We and/or one or more of our investee comgaaie involved in lawsuits regarding
wrongful termination claims by employees or coremui$, none of which are individually or in the aggate material to Newtek.

Iltem 6. Exhibits

Exhibit
No.

10.1.1
10.2.1
10.3.1
31.1

31.2

32.1

101.SCH’
101.CAL*
101.LAB*
101.PRE’

Description
Employment Agreement with Barry Sloane, dated M&@h2013, filed herewit

Employment Agreement with Craig J. Brunet, datedd1&9, 2013, filed herewitl
Employment Agreement with Jennifer C. Eddelsoneddfiarch 29, 2013, filed herewit

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

Certification by Principal Financial Officer reqad by Rule 13a-14(a) and 15d-14(a) under the S@=uExchange Act of
1934, as amende

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

XBRL Taxonomy Extension Schema Docum
XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Labels Linkbase Docunr

XBRL Taxonomy Extension Presentation Linkbase Doent

* XBRL (eXtensible Business Reporting Languagebpiniation is furnished and not filed or a part aégistration statement or prospectus
for purposes of sections 11 or 12 of the Securiietsof 1933, is deemed not filed for purposesetft®on 18 of the Securities Exchange
of 1934, and otherwise is not subject to liabilityder these sectior
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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: May 9, 2013 By: /s/ Barry Sloane

Barry Sloane

Chairman of the Board, Chief Executive Officer
and Secretary

(Principal Executive Officer

Date: May 9, 2013 By: /s/ Jennifer Eddelson

Jennifer Eddelso
Chief Accounting Officer
(Principal Financial Officer and Principal AccourdiOfficer)
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Exhibit 10.1.1
NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Barry Sloane

PREAMBLE . This Agreement entered into this®?9 day of M&6ik3, by and between Newtek Business Services(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 Control” shall mean any one of the following events: (i) élogquisition of ownership, holding or power to vote
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&tors of the Company (the “Existing
Board”) cease for any reason to constitute at leasthalf thereof, provided that any individual wha@lection 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 individualeocorporation, 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 netieated as a Change in Control for
purposes of this Agreement unless it constituteEehange 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 1986, andeud from time to time, and as interpreted throagtiicable
rulings and regulations in effect from time to tir



(d) “Code §280G Maximumhall mean the product of 2.0 and the Executivie&st 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 Date” shall mean the date of execution referenced ifPteamble of this Agreement.

(h) “Executive” shall mean Barry Sloane.

(i) “Good Reason”shall mean any of the following events, which hasbeen consented to in advance by the Executivgiting:
(i) the requirement that the Executive move hispeal residence, or perform his principal executivetions, more than fifty (50) miles
from his primary office as of the Effective Dat#&) & material reduction in the Executive’s basenpensation as the same may be increased
from time to time; (iii) the failure by the Compatty continue to provide the Executive with compéeieseand benefits provided for on the
Effective Date, as the same may be increased firamtb time, or with benefits substantially simitarthose provided to him under any of the
Executive benefit plans in which the Executive rmvhereafter becomes a participant, or the takfrapg action by the Company which
would directly or indirectly reduce any of such béts or deprive the Executive of any material gerbenefit enjoyed by him; (iv) the
assignment to the Executive of duties and respditigib that constitute a material diminution frahrose associated with his position on the
Effective Date; (v) a failure to elect or reeldut tExecutive to the Board of Directors of the Conypdvi) a material diminution or reduction
in the Executive’s responsibilities or authoritydliuding reporting responsibilities) in connectisith his employment with the Company.

(j) “Just Cause”shall mean the Executive’s willful misconduct, breaf fiduciary duty involving personal profit, ertional
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 anratesef 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 sixthhs before a Change in Control and ends on thiera
of six months following the Change in Control oe txpiration date of this Agreement.

() “Trigger Event” shall mean (i) the Executive’s voluntary terminataf employment within ninety (90) days of an everatt
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 thast Cause during the Protected Period.

2. Employment The Executive is employed as Chief Executive ¢@ffiand President of the Company. The Executivik irader 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 Compensatiomhe Company agrees to pay the Executive duriagettim of this Agreement a salary at the rate #9&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 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 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 retirathbenefits, (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 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 connectidim wi$ 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, 2014 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 illnesses, reasonable vacation pgriadd reasonable leaves of
absence, the Executive shall devote substantitilhisafull 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,fanid any other offices or positions in,
companies or organizations, at the request of thmagainy 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 usualiyoti to like companie
by similarly situated executive officers. Duringetfierm of his employment under this Agreementfgkecutive shall not engage in any
business or activity contrary to the business effai 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 astdads 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 shalsidificretion permit, the Executive shall be erditisithout
loss of pay, to absent himself voluntarily from fexformance 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 hisrfato 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 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 bBtzed.
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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 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 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 Executiveanediately terminate his employment for a reason
other than Just Cause. In such event, the Execsftiaik be entitled to a total severance paymeet‘@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 $350,000 & 8everance Payment shall be paid in a
lump sum to the Executive within thirty (30) dayteahis termination of employment. The remainimgoaunt of the Severance Payment shall
be paid in equal installments over a six (6) mgrghiod following the Executive’s termination of elmpment, payable in accordance with the
Company’s regularly scheduled payroll (the “Instedht Payments”). Each Installment Payment shalldsted as a separate payment for
purposes of Treasury Regulations Section 1.409A¢2)tii). In the event that, pursuant to the abaamey of the Installment Payments will be
paid_aftetMarch 15 of the year following the year of terminatand the total amount of any such Installmenynients which will be paid
after March 15 exceeds the lesser of: (i) twiceBkecutive's then current base salary; or (ii) evibe Code Section 401(a)(17) limit in effect
for the year of termination ($460,000 for 2008k fortion of any such Installment Payments thaeeds the foregoing threshold shall be
accumulated and paid in the seventh (7 ) montlovdiig the date of his termination of employment, dnly to the extent necessary to
comply with the six (6) month delay rule pertainiog'specified employees” under Treasury RegulatiSection 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 adiepg-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.

() 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 1/2) times the sum of (i) Executvmse salary in effect at the time of terminatjoins (ii) the amount 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 purpose®asury 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 foregoirestiuld shall be accumulated and paid in the se\@tith month following the date of his
termination of employment, but only to the exteat@ssary to comply with the six (6) month delayg pertaining to “specified employees”
under Treasury Regulations Section 1.409A-3(i)(2).

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 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 waspfthe end of the Term, a customer of the Company

(iii) Covered BusinessThe term “Covered Businesshall mean (A) during the term, any business inciviihe 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 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 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) diss# to
anyone, without proper authorization from the Comypar (ii) use, for his or another’s benefit, aronfidential 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, pob&l 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 S@stion 14 are reasonable and necessary for thecgiom 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 amukeses, including reasonable attorneys
fees, arising from such dispute, proceedings ot 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 unignd personal skills of the Executive, the Exeausikiall be precluded from
assigning or delegating his rights or duties hedeumvithout first obtaining the written consenttioé 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 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, constructaapacity, performance or otherwise.

20. Severability The provisions of this Agreement shall be deesmatrable 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 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&xmonths 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/  H.Razon By:

Witnessed by

/s/  H. Razon By: /s| Barry Sloane
Barry Sloane




Exhibit 10.2.1
NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Craig J. Brunet

PREAMBLE . This Agreement entered into this®?9 day of M&6ik3, by and between Newtek Business Services(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 Control” shall mean any one of the following events: (i) élogquisition of ownership, holding or power to vote
50% or more of the Company'’s voting stock, orttig@ acquisition of the ability to control the eleatof 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 constituteEehange 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 1986, andeu from time to time, and as interpreted throaglicable
rulings and regulations in effect from time to time

(d) “Code §280G Maximum'hall mean the product of 2.0 and the Executivie&st amount” as defined in Code §280G(b)(3).
(e) “ Company shall mean Newtek Business Services, Inc., aydsancessor to its interest.

(f) “ Common Sto¢’” shall mean common shares of the Comp



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

(i) “Good Reason”shall mean any of the following events, which hasbeen consented to in advance by the Executivgiting:
(i) the requirement that the Executive move hispeal residence, or perform his principal executivetions, more than fifty (50) miles
from his primary office as of the Effective Dat#&) & material reduction in the Executive’s basenpensation as the same may be increased
from time to time; (iii) the failure by the Compaty continue to provide the Executive with compéioseand benefits provided for on the
Effective Date, as the same may be increased firamtb time, or with benefits substantially simitarthose provided to him under any of the
Executive benefit plans in which the Executive rmvhereafter becomes a participant, or the takfrang action by the Company which
would directly or indirectly reduce any of such béts or deprive the Executive of any material gerbenefit enjoyed by him; (iv) the
assignment to the Executive of duties and respditigib that constitute a material diminution frdhrose associated with his position on the
Effective Date; or (v) a material diminution or tetion in the Executive’s responsibilities or auttyo(including reporting responsibilities) in
connection with his employment with the Company.

(j) “Just Cause”shall mean the Executive’s willful misconduct, breaf fiduciary duty involving personal profit, grtional
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 sixthhs before a Change in Control and ends on thiera
of six months following the Change in Control oe txpiration date of this Agreement.

() “Trigger Event” shall mean (i) the Executive’s voluntary terminataf employment within ninety (90) days of an everatt
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 thast Cause during the Protected Period.

2. Employment The Executive is employed as Executive Vice Blierdi 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 skadlo promote, by entertainment or
otherwise, as and to the extent permitted by lae business of the Company and its subsidiariess 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 comgation payable hereunder, the Executive shalhbidesl to participate in
consideration for a cash bonus out of a pool tedtablished for this purpose by the Board. The arhoiithe 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 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 he shall incur in connectidim s 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, 2014 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 illnesses, reasonable vacation pgriadd reasonable leaves of
absence, the Executive shall devote substantitilhisafull business time, attention, skill, andafts to the faithful performance of his duties
hereunder; provided, however, from time to timeg&xrive may serve on the boards of directors af,fanid 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 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. StandardsThe Executive shall perform his duties under &gseement in accordance with such reasonable atdads the Board
may establish from time to time. The Company withypde 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 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 additiawmhpensation from the Company on account of hisrfato 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 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 bBtzed.

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 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 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@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 Agreemegrtrua 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 Sedti&i

(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, arethtive 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 diepg-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.

() 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 mitighie amount of any payment provided for in this Agneat by seekin
other employment or otherwise, and no such paysigait 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 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 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 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 he atilhhany 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 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 theeixtient 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 covesane not specifically enforced. Accordingly, theecutive agrees that if he breaches or
threatens to breach any of the covenants containiis Section 14, the Company will be entitledt¢i damages sufficient to compensate the
Company for any harm to the Company caused thearb(ii) to specific performance and injunctiveegfor the purpose of preventing the
breach or threatened breach thereof without boradlaar security or a showing that monetary damagisot provide an adequate remedy,
in addition to any other relief to which the Compamnay 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 takesnttorce 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 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 od &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.
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(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 hedeumvithout first obtaining the written consenttioé Company.

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 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 deesmatrable 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 addresmsedhall supercede all previous
agreements with respect to such matters.

22. Tax Matters All payments or benefits provided under this Aggment 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 integareiccordingly. Notwithstanding
anything in this Agreement to the contrary, if ga@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&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

/s/ Halli Razon

Witnessed by

/sl Lois B. Keonig

NEWTEK BUSINESS SERVICES, INC.

By: /s/ Barry Sloane

Its Chief Executive Office

By: /s/ Craig J. Brunet

Craig J. Brune



Exhibit 10.3.1
NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Jennifer Eddelson

PREAMBLE . This Agreement entered into this 29th day of Ma2613, by and between Newtek Business Services(the
“Company”) and JENNIFER EDDELSON (the “Executivegffective immediately.

WHEREAS, the Executive is to be employed by the Companynaexacutive 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 Control” shall mean any one of the following events: (i) élogquisition of ownership, holding or power to vote
50% or more of the Company'’s voting stock, orttig@ acquisition of the ability to control the eleatof 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 constituteEehange 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 1986, andeu from time to time, and as interpreted throaglicable
rulings and regulations in effect from time to time

(d) “Code §280G Maximum'hall mean the product of 2.0 and the Executivie&st amount” as defined in Code §280G(b)(3).
(e) “ Company shall mean Newtek Business Services, Inc., aydsancessor to its interest.

(f) “ Common Sto¢’” shall mean common shares of the Comp



(9) “Effective Date” shall mean the date of execution referenced ifPteamble of this Agreement.
(h) “Executive” shall mean Jennifer Eddelson.

(i) “Good Reason”shall mean any of the following events, which hasbeen consented to in advance by the Executivgiting:
(i) the requirement that the Executive move hespeal residence, or perform her principal executivetions, more than fifty (50) miles
from her primary office as of the Effective Dati) & material reduction in the Executive’s basenpensation as the same may be increased
from time to time; (iii) the failure by the Compaty continue to provide the Executive with compéioseand benefits provided for on the
Effective Date, as the same may be increased firamtb time, or with benefits substantially simitarthose provided to him under any of the
Executive benefit plans in which the Executive rmvhereafter becomes a participant, or the takfrapg action by the Company which
would directly or indirectly reduce any of such béts or deprive the Executive of any material gerbenefit 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 tetion in the Executive’s responsibilities or auttyo(including reporting responsibilities) in
connection with her employment with the Company.

(j) “Just Cause”shall mean the Executive’s willful misconduct, breaf fiduciary duty involving personal profit, grtional
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 absgihgeod faith and without a reasonable
belief that her action or failure to act was in beest 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 thiera
of six months following the Change in Control oe txpiration date of this Agreement.

() “Trigger Event” shall mean (i) the Executive’s voluntary terminataf employment within ninety (90) days of an everatt
both occurs during the Protected Period and coms$itGood 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 Executive Vice elexsi 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 skadlo promote, by entertainment or
otherwise, as and to the extent permitted by lae business of the Company and its subsidiariess 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 comgation payable hereunder, the Executive shalhbidesl to participate in
consideration for a cash bonus out of a pool tedtablished for this purpose by the Board. The arhoiithe 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 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, 2014 or such earlier date agtermined 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, andoefs to the faithful performance of her duties
hereunder; provided, however, from time to timeg&xive may serve on the boards of directors af,fanid 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 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. StandardsThe Executive shall perform her duties under fgseement in accordance with such reasonable atdads the Board
may establish from time to time. The Company withypde 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 shalsidificretion permit, the Executive shall be erditigithout
loss of pay, to absent himself voluntarily from grexformance of her employment under this Agreerradhsuch 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 haurato take a vacation, a
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 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 bBtzed.

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 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 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@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 Agreemegrtdrua 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 Sedti&i

(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 dec
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 woul@mitse 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 mitigate 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 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 irstilee manner and on the same basis as
provided for under Sectiohl(b) of the Agreement upon a termination withawgt Cause. If the Trigger Event occurs during theign of the
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 incivitihe 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 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 actof 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 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 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 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 unigod personal skills of the Executive, the Exeausikall be precluded from
assigning or delegating her rights or duties hedeumwithout 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 whenszeted 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, construct@apacity, 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 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 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.

[signatures on following page]
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IN WITNESS WHEREOF, the parties have executedAlgieement on the day and year first hereinabovtemri

Witnessed by

NEWTEK BUSINESS SERVICES, INC.

/sl H. Razon By: /s/ Barry Sloane
Its Chief Executive Office
Witnessed by
/s/ H. Razon /s/ Jennifer Eddelson

Jennifer Eddelso



Exhibit 31.1

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

I, Barry Sloane, certify that:

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

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

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

this report;

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

a)

b)

c)

d)

designed such disclosure controls and procedoresused such disclosure controls and procedoies designed
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being preparec

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

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

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

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

a)

b)

Dated: May 9, 2013

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

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

/sl Barry Sloane
Barry Sloane
Principal Executive Office




Exhibit 31.2

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

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

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

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

this report;

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

a)

b)

c)

d)

designed such disclosure controls and procedoresused such disclosure controls and procedoies designed
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being preparec

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

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

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

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

a)

b)

Dated: May 9, 2013

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

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

/s/ Jennifer Eddelson
Jennifer Eddelso
Principal Financial Office




Exhibit 32.1

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

In connection with the Quarterly Report on FormQ@er the period ended March 31, 2013 (the “RepatNewtek Business Services, Inc.

(the “Company”), as filed with the Securities arxtEange Commission on the date hereof, Barry Slamerincipal Executive Officer, and

Jennifer Eddelson, as Principal Financial Offiaérthe Company, each hereby certifies, pursuaf8tt).S.C. 81350, as adopted pursuant to
8906 of the Sarbanes-Oxley Act of 2002, that, whezficer's knowledge:

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

/sl Barry Sloane
Barry Sloane
Principal Executive Office

/s/ Jennifer Eddelson
Jennifer Eddelso
Principal Financial Office

Dated: May 9, 201



