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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, 2014

OR

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

For the transition period from to

Commission File Number: 001-16123

NEWTEK BUSINESS SERVICES, INC.

(Exact name of registrant as specified in its chaer)

New York 11-350463¢
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
212 West 3t Street, 2"d Floor, New York, NY 10001
(Address of principal executive offices (Zip Code)

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

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

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

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

Large accelerated fili 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 7, 2014, there were 36,966,672 of the Gany’s Common Shares outstanding.
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Iltem 1. Financial Statements.

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDI TED)

FOR THE THREE MONTHS ENDED MARCH 31, 2014 AND 2013

(In Thousands, except for Per Share Data)

Operating revenue
Electronic payment processi
Web hosting and desi¢
Premium incom¢
Interest incom
Servicing fee incom- NSBF portfolio
Servicing fee incom- external portfolios
Income from tax credit
Insurance commissiot
Other income

Total operating revenut

Net change in fair value ¢
SBA loans
Credits in lieu of cash and notes payable in csdditieu of cast

Total net change in fair valt

Operating expense
Electronic payment processing cc
Salaries and benefi
Interest
Depreciation and amortizatic
Provision for loan losse
Other general and administrative cc

Total operating expens

Income before income tax
Provision for income taxe

Net income
Net loss attributable to n-controlling interest:

Net income attributable to Newtek Business Seryites

Weighted average common shares outstan- basic
Weighted average common shares outstan- diluted
Earnings per shar basic and dilute:

See accompanying notes to these unaudited condeossdlidated financial statements.

3

Three Months Ended

March 31,

2014 2013
$21,52° $21,67:
3,987 4,38(
5,137 4,25¢
1,561 1,03(
83z 614
1,79: 847
13 26
38t 444
852 867
$36,08" $34,14:
(1,26¢6) (376
1 19
(1,265) (357)
18,36: 18,28
6,47¢ 6,05¢
1,63¢€ 1,30:
85¢ 807
(20%) 11¢
5,48( 5,01
32,60¢ 31,58t
2,21¢ 2,20z
(84¢) (897)
1,367 1,30t
24 147
$ 1,391 §$ 1,45:
35,43: 35,21¢
38,38¢ 37,73¢
$ 00£ $ 0.0¢




Table of Contents

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
MARCH 31, 2014 AND DECEMBER 31, 2013
(In Thousands, except for Per Share Data)

December 31

March 31,
2014 2013
Unauditec (Note 1)
ASSETS
Cash and cash equivalel $ 10,23¢ $ 12,50¢
Restricted cas 10,56¢ 16,87
Broker receivabli 12,901 13,60¢
SBA loans held for investment, net (includes $10,8td $10,894, respectively, related to securibmarust
VIE; net of reserve for loan losses of $1,553 ah@$1, respectively 10,237 10,68¢
SBA loans held for investment, at fair value (irt#s $82,368 and $74,387, respectively, related to
securitization trust VIE 87,67( 78,95
Accounts receivable (net of allowance of $1,161 $8id1, respectively 11,63¢ 11,60:
SBA loans held for sale, at fair val 3,92¢ 4,73¢
Prepaid expenses and other assets, net (inclugég5s2nd $2,187, respectively, related to secatitin trust
VIE) 13,67: 18,54¢
Servicing asset (net of accumulated amortizatiahalowances of $8,257 and $7,909, respectiy 7,287 6,77¢
Fixed assets (net of accumulated depreciation armtezation of $10,995 and $10,547, respectiv 3,84« 3,741
Intangible assets (net of accumulated amortizaifdd2,198 and $2,243, respective 1,21¢ 1,24(
Credits in lieu of cas 3,231 3,641
Deferred tax asset, n 3,92¢ 3,60¢
Goodwill 12,09: 12,09:
Total asset $192,44¢ $ 198,61.
LIABILITIES AND EQUITY
Liabilities:
Accounts payable, accrued expenses and otheiitiiedd $ 13,80¢ $ 14,68t
Notes payabli 37,22; 41,21¢
Note payable securitization trust VIE 57,78¢ 60,14(
Capital lease obligatio 58t 642
Deferred revenu 1,312 1,27¢
Notes payable in credits in lieu of ce 3,231 3,641
Total liabilities 113,94¢ 121,60:

Commitments and contingenci
Equity:
Newtek Business Services, Inc. shareho’ equity:
Preferred shares (par value $0.02 per share; azeklat,000 shares, no shares issued and outstu — —
Common shares (par value $0.02 per share; autlkldsi2®00 shares, 36,913 issued; 35,451 and 35,385

outstanding, respectively, not including 83 shdwelsd in escrow 73€ 73¢
Additional paic¢in capital 61,46¢ 61,34¢
Retained earning 15,921 14,53¢
Treasury shares, at cost (1,461 and 1,528, respgot (1,247 (1,279
Total Newtek Business Services, Inc. shareha’ equity 76,89: 75,34«
Non-controlling interest: 1,60i 1,66
Total equity 78,49¢ 77,00¢
Total liabilities and equit $192,44¢ $ 198,61:

See accompanying notes to these unaudited condeossdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE THREE MONTHS ENDED MARCH 31, 2014 AND 2013

(In Thousands)
2014 2013
Cash flows from operating activitie
Condensed consolidated net inca $ 1,367 $ 1,30¢
Adjustments to reconcile condensed consolidatedhoetne to net cash (used in) provided by operating
activities:
Income from tax credit (13 (26)
Accretion of interest expen: 14 46
Fair value adjustments on SBA loc 1,26¢ 37¢
Fair value adjustment of credits in lieu of casH antes payable in credits in lieu of c: @ (19
Deferred income taxe (319 (317
Depreciation and amortizatic 85E 807
Accretion of discoun 70 (39
Provision for loan losse (20%) 11¢
Other, ne 64: 30¢
Changes in operating assets and liabilit
Originations of SBA loans held for s¢ (34,229 (27,23%)
Proceeds from sale of SBA loans held for : 34,95¢ 25,11
Broker receivabli 70C (797
Accounts receivabl (269) (2,789
Prepaid expenses, accrued interest receivablethrd asset 4,63¢ (240
Accounts payable, accrued expenses and deferredue (77¢) 2,05z
Other, ne (875) (1,209
Net cash provided by (used in) operating activi 7,82¢ (2,527%)
Cash flows from investing activitie
(Investment in) return of investments in qualiftagsinesse (72 97C
Purchase of fixed asse (58¢) (564
SBA loans originated for investment, i (112,385 (7,640
Payments received on SBA loc 2,15¢ 1,201
Change in restricted ca — (1,290
Other, ne — 15
Net cash used in investing activiti (9,886€) (7,309)

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, 2014 AND 2013(CONTINUED)

(In Thousands)

Cash flows from financing activitie
Net repayments on bank lines of cre
Repayments on bank term note pay:
Issuance of senior notes, net of issuance
Repayments of senior not
Additions to deferred financing cos
Change in restricted cash related to securitiz:
Other

Net cash (used in) provided by financing activi

Net decrease in cash and cash equiva
Cash and cash equivaler beginning of periot

Cash and cash equivaler- end of perioc

Supplemental disclosure of cash flow activities

Reduction of credits in lieu of cash and notes pleya credits in lieu of cash balanc

See accompanying notes to these unaudited condeossdlidated financial statements.
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2014 2013
$(3,977)  $(6,530
(104) (104)
— 20,96
(2,359 (1,219
(11) (80¢)
6,32 (4,899
(92) 197
(216 7,60«
(2,279 (2,239
12,50¢ 14,22
$10,23¢  $11,99¢
$ 417 $ 2,81¢
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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”) is a holding company for several wholBad majority-owned subsidiaries, including twelve
certified capital companies which are referreds¢@apcos, and several portfolio companies in witiehCapcos own non-controlling or
minority interests. The Company provides a “ongestbop” for business services to the small- andinmegized business market and uses
state of the art web-based proprietary technolodyeta low cost acquirer and provider of produnts services. The Company partners with
companies, credit unions, and associations to dfeservices.

The Company’s principal business segments are:

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

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

Small Business FinanceThe segment is comprised of Newtek Small Busingsan€e, Inc. (‘NSBF”), a nationally licensed, USSnall
Business Administration (“SBA”) lender that origtea, sells and services loans to qualifying smadifesses, which are partially guaranteed
by the SBA and CDS Business Services, Inc. d/biatéleBusiness Credit (“NBC”) which provides recdilafinancing and management
services.

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

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

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

The condensed consolidated financial statememntewatek, its subsidiaries and consolidated entitiekided herein have been prepared by
the Company in accordance with accounting prinsiglenerally accepted in the United States of Araaaitd include all wholly- and
majority-owned subsidiaries, and several portfotimnpanies in which the Capcos own non-controllingarity interest in, or those variable
interest entities of which Newtek is considerethéahe primary beneficiary. All interempany balances and transactions have been efet
in consolidation. Non-controlling interests areadpd below net income (loss) under the heading {deome) loss attributable to non-
controlling interests” in the condensed consolidagatements of income (unaudited) and shown asn@anent of equity in the condensed
consolidated balance sheets.

The accompanying notes to unaudited condensed lidetsal financial statements should be read inwwtjon with Newtek’s 2013 Annual
Report on Form 10-K. These financial statement teen 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 resfilkperations for an interim period may |
give a true indication of the results for the emtiear. The December 31, 2013 condensed consalidatance sheet has been derived fron
audited financial statements of that date but datsnclude all disclosures required by accounprigciples generally accepted in the United
States of America.

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

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

Revenue Recognition

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

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

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

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

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

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

SBA Loan Interest and Fedaterest income on loans is recognized as earnéolardis placed on non-accrual status if it excé&#ldays past
due with respect to principal or interest and hia dpinion of management, interest or principatt@nloan is not

8
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collectible, or at such earlier time as managerdetgrmines that the collectability of such printipainterest is unlikely. Such loans are
designated as impaired non-accrual loans. All oteens are defined as performing loans. When aidesignated as impaired, the accrual
of interest is discontinued, and any accrued buabllected interest income is reversed and chargathst current operations. While a loan is
classified as impaired and the future collectapiit the recorded loan balance is doubtful, coltext of interest and principal are generally
applied as a reduction to principal outstandingarioare returned to accrual status when all timeipal and interest amounts contractually
due are brought current and future payments asonedly assured.

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

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

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

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

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

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

. Receivable feeReceivable fees are derived from the funding (paseh of receivables from finance clients. NBC rexoes the
revenue on the date the receivables are purchasegeacentage of face value as agreed to by idwat.cThe Company also has
arrangements with certain of its clients wherelguitchases the client’s receivables and charges atfa specified rate based on the
amount of funds advanced against such receivablesfunds provided are collateralized and the ine@wecognized as earnt

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

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

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

9
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Electronic Payment Processing Costs

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

Restricted Cash

Restricted cash includes cash collateral relating letter of credit; monies due on SBA loan-ralatmittances and insurance premiums
received by the Company and due to third partiash dield by the Capcos restricted for use in magaad operating the Capco, making
qualified investments and for the payment of incaex@s; cash reserves associated with the seatiotiz cash set aside to purchase
unguaranteed portions originated subsequent tegberitization transaction, cash held in blockezbaots used to pay down bank note
payables, cash held for our payroll clients waitiadpe remitted to their employees or taxing atth@nd a cash account maintained as a
reserve against electronic payment processing ebank losses. Following is a summary of restriceesh by segment:

(In thousands) March 31, 201+« December 31, 201
Electronic payment processil $ 571 $ 573
Small business financ 6,81( 12,82¢
All other 2,187 2,47¢
Corporate activitie: 99C 98¢
Capcos 11 11
Totals $ 10,56¢ $ 16,87"

Broker Receivable

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

SBA LoansHeld for | nvestment

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

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

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

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

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

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

Impairment of a loan is measured based on the preatie of expected future cash flows discountaetie@loan’s market interest rate, or the
fair value of the collateral less estimated costsdl, if the loan is collateral dependent. Imediloans for which the carrying amount is based
on fair value of the underlying collateral are indd in assets and reported at estimated fair \calw®enon-recurring basis, both at initial
recognition of impairment and on an on-going basisl recovery or charge-off of the loan amounteTetermination of impairment involves
management’s judgment in the use of market datdtardiparty estimates regarding collateral valles.loans funded before October 1,
2010, the impairment of a loan resulted in managerstablishing an allowance for loan losses thinqugvisions for loan losses charged
against income; for subsequent loans at fair vafapairment results in a net change in the faingaf SBA loans held for investment.
Amounts deemed to be uncollectible are chargedchagtie allowance for loan losses or reduces theditue and subsequent recoveries, if
any, are credited to the allowance or increaseaihealue.

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

Troubled Debt Restructured Loans

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

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

SBA LoansHeld For Sale

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

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

Purchased Receivables

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

Investmentsin Qualified Businesses

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

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

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

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

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

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

The Company’s debt and equity investments havetantislly been made with funds available to Newttalough the Capco programs. These
programs generally require that each Capco 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 securitization transactions oltihguaranteed portions of its SBA 7(a) loans in 2@0D01 and 2013. Because the transf
these assets did not meet the criteria of a salecimounting purposes, it was treated as a setum@dwing. NSBF continues to recognize the
assets of the secured borrowing in Loans heldnfiegstment and the associated financing in Notealgayn the consolidated balance sheets.
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Share - Based Compensation

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

Fair Value

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

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

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

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

Income Taxes

Deferred tax assets and liabilities are computegdapon the differences between the 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 defermdassets 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 taxneiprior to fiscal year 2010 are closed and mamegt continually evaluates expiring
statutes of limitations, audits, proposed settldsyarhanges in tax law and new authoritative rging

Accounting for Uncertainty in I ncome Taxes

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., geheeatleduction on a corporation’s tax return), ¢ty must conclude that the ultimate
allowability of the deduction is more likely thaotnIf the ultimate allowability of the tax positiexceeds 50%
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(i.e., it is more likely than not), the benefit astted with the position is recognized at thedatglollar amount that has more than a 50%
likelihood of being realized upon ultimate settletndifferences between tax positions taken inxarédurn and recognized will generally
result in (1) an increase in income taxes currgodlyable or a reduction in an income tax refuneikable or (2) an increase in a deferred tax
liability or a decrease in a deferred tax assebotih (1) and (2).

Fair Value of Financial I nstruments

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

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

. Cash and cash equivalel

. Restricted cas

. Broker receivabls

. Accounts receivabl

. Notes payabli

. Accrued interest receivable (included in Prepaigegses and other asse

. Accrued interest payable (included in Accounts pésjeaccrued expenses and other liabilit

. Accounts payable and accrued expet

The carrying value of investments in Qualified Biesises (included in Prepaid expenses and othésr$3eedits in lieu of cash and Notes
payable in credits in lieu of cash as well as Be\3oans held for investment and SBA loans heldsfle approximate fair value based on
management’s estimates.

New Accounting Standards

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

NOTE 3 — FAIR VALUE MEASUREMENTS:
Fair Value Option Elections

Effective January 1, 2008, the Company adopted/dire accounting concurrent with the electionhef fair value option. The accounting
standard relating to the fair value measuremeatsfiels the definition of fair value and descrilmesthods available to appropriately measure
fair value in accordance with GAAP. The accounstandard applies whenever other accounting 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 ehanges in fair value recognized in earningheyg 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.
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On October 1, 2010, the Company elected the fairevaption for valuing its SBA 7(a) loans fundedamafter that date which are includec
SBA loans held for investment and SBA loans hefdstde.

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

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

Fair Value Measurements at March 31, 2014 Using

Total
Unrealized
Gains and
(In thousands): Total Level 1 Level 2 Level 3 (Losses)
Assets
Credits in lieu of cas $ 3231 $— $3,231 $ — $ —
SBA loans held for investme 87,67( — — 87,67( (1,187
SBA loans held for sal 3,924 — 3,92¢ — (79
Total asset $94,82f $ — $7,15¢  $87,67( $ (1,266
Liabilities
Notes payable in credits in lieu of ce $ 3231 $— $3,231 $ — $ 1

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

Fair Value Measurements at December 31, 2013 Usin

Total
Unrealized
Gains and
(In thousands): Total Level 1 Level 2 Level 3 (Losses)
Assets
Credits in lieu of cas $ 3641 $— $3,641 $ — $ —
SBA loans held for investme 78,95 — — 78,95 (1,629
SBA loans held for sal 4,734 — 4,73¢ — 403
Total asset $87,32¢ $ — $8,37F  $78,95. $ (1,226
Liabilities
Notes payable in credits in lieu of ce $ 3641 $— $3,641 $ — $ 21
Total liabilities $ 3,641 $— $3,641 $ — $ 21
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Fair value measurements:
Credits in lieu of cash and Notes payable in creditin lieu of cash

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

The Company’s Capcos’ debt, enhanced by Chartisanse, effectively bears the nonperformance rfisBhartis. The closest trading
comparators are the debt of Chartis’ parent, Alkeréfore the Company calculates the fair valueottfi the credits in lieu of cash and notes
payable in credits in lieu of cash using the yialfisarious AIG notes with similar maturities tocheof the Company’s respective Capcos’
debt (the “Chartis Note Basket”). The Company @édb discontinue utilizing AIG’s 7.70% Series Alsnior Subordinated Debentures
because those long maturity notes began to tratteclvaracteristics of a preferred stock after AéGeaived financing from the United States
Government. The Company considers the Chartis Rasket a Level 2 input under fair value accountsigge it is a quoted yield for a
similar liability that is traded in an active excige market. The Company selected the Chartis Nas&d as the most representative of the
nonperformance risk associated with the Capco rmeause they are Chartis issued notes, are actiaeled and because maturities match
credits in lieu of cash and notes payable in csaditieu 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, 2013, the yield on the Chartis Batgket was 1.49%. As of March 31, 2014, the deeCtompany revalued the asset and
liability, the yields on the Chartis notes averade&B% reflecting changes in interest rates imtlagketplace. This increase in yield increased
both the fair value of the credits in lieu of castd the fair value of the notes payable in craditieu of cash. The Company increased 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. For the three months ended
March 31, 2014, the Company reported a gain of(1,0

On December 31, 2012, the yield on the Chartis Batgket was 1.72%. As of March 31, 2013, the d&eCtompany revalued the asset and
liability, the yields on the Chartis notes averade®D% reflecting changes in interest rates imtlagketplace. This increase in yield increased
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¢2013 was a gain of $19,000.

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

SBA 7(a) Loans

On October 1, 2010, the Company elected to utilieefair value option for SBA 7(a) loans fundedarafter that date. Management believed
that doing so would promote its effort to both dlifiypand make more transparent its financial staeta by better portraying the true
economic value of this asset on its balance shrebstatement of income. NSBF originates, funds,semdices government guaranteed loans
under section 7(a) of the Small Business Act. TBA 8oes not fully guarantee the SBA 7(a) Loans:3BA 7(a) Loan is bifurcated into a
guaranteed portion and an unguaranteed portioh, @&auing 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 atd85%; from 2009 through early 2011 under a sppcogram, most of the loans
NSBF originated carried a guarantee of 90%. NSB# bistorically and as a matter of its busines& péells the guaranteed portions via !
Form 1086 into the secondary market when the gteedrportion becomes available for sale upon th&irey) and fully funding of the SBA 7

(@)
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loan and retains the unguaranteed portions. Manageracognized that the economic value in the gueea portion did not inure to NSBF
the time of their sale but rather when the guarattyched at origination; amortization accountigdtb nature does not recognize this incr
in value at the true time when it occurred. Un@ar value, the value of the guarantee is recordeenit economically occurs at the point of
the creation and funding of the loan, and is nédyd until the sale occurs. Contemporaneouslyydhge of the unguaranteed portion will
also be determined to reflect the full, fair vadfeghe 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 forgaranteed portion of the loan will primarily ocaulnen a guaranteed portion is not traded at
period end (“SBA loans held for sale”). The ungudead portion retained is recorded under “SBA |dzeld for investment.”

SBA LoansHeld for | nvestment

For loans that completed funding before Octob@010, SBA loans held for investment are reportetieit outstanding unpaid principal
balances adjusted for charge-offs, net deferred ¢omination costs and the allowance for loandss&or loans that completed funding on or
after October 1, 2010, management elected to &irevSBA loans held for investment within the faatue hierarchy that prioritizes
observable and unobservable inputs utilizing L&vehobservable inputs which reflect the Companwa expectations about the
assumptions that market participants would useiaging the asset (including assumptions about risk)

In determining the net change in fair value of baeld for investment for the three months endecchial, 2014, the Company used a
discounted cash flow model which incorporated &sasf expected future cash flows for the perfogr8BA 7(a) loan portfolio, and

discounts those cash flows at a market clearinigl yie5.38%. The key assumptions used in the madetonsidered unobservable inputs and
include anticipated prepayment speeds, cumulatvautt rates, the cost of loan servicing, and Priate expectations. The Company used an
assumed prepayment speed of 15% based on currekgtrnanditions and historical experience for then portfolio, against a prepayment
curve developed from NSBF historical experienceaiculate expected loan prepayments in a given ypfaults are defined as any loan
placed on non-accrual status as of March 31, Z0ld .default rate, defined as the percent of lodarga that will enter final liquidation in a
given year, was estimated to be 25%, and was defreen NSBF historical experience. The mix of NS8#Ban portfolio continues to shift
from start-up businesses, to predominately origiigatio existing businesses. Our historical defaoll loss rates demonstrate that this
particular segment (i.e. Existing Business) of 8B loan portfolio continues to experience the letwate of defaults and ultimate losses
over our nine year history of originating loans. &itcomputing the cumulative default rate to be iapgpb the performing portfolio loan
balances, the Company excluded the last three péariginations as those loans have not seasoeed ke discounted cash flow resulted in
a price equivalent of 93.97% of the par amountwnl@ans held for investment as of March 31, 2014.

If a loan measured at fair value is subsequentfyained, then the fair value of the loan is meastwezkd on the present value of expected
future cash flows discounted at the loan’s manktrest rate, or the fair value of the collatef&thé loan is collateral dependent. The
significant unobservable inputs used in the faluganeasurement of the impaired loans involve mamegnt's judgment in the use of market
data and third party estimates regarding collateahles. Such estimates are further discountedbty 280% to reflect the cost of liquidating
the various assets under collateral. Any subseqoerdgases or decreases in any of the inputs wesldlt in a corresponding decrease or
increase in the reserve for loan loss or fair vauBBA loans, depending on whether the loan wagrated prior 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 mentéinded March 31, 2014 and the year
ended December 31, 2013, respectively, (in thousand

Three Months Endec

Year Ended

March 31, 2014 December 31, 201
Balance, beginning of period $ 78,95 $ 43,05
SBA loans held for investment, originat 11,38¢ 42,77:
Loans transferred to other real estate ow — (362)
Payments receive (1,479 (4,886
Fair value los! (1,187 (1,629
Balance, end of peric $ 87,67( $ 78,95!
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SBA LoansHeld For Sale

For guaranteed portions funded, but not yet tradethch measurement date, management elected valize SBA loans held for sale within
the fair value hierarchy that prioritizes obsereaéshd unobservable inputs used to measure faie wallizing Level 2 assets. These inputs
include debt securities with quoted prices thatterded less frequently than exchange-traded im&nts or have values determined using a
pricing model with inputs that are observable ia tharket. The secondary market for the guarantedips is extremely robust with broker
dealers acting as primary dealers. NSBF sells aglyuhto the market and can quickly price its Isdor sale. The Company values the
guaranteed portion based on market prices equhétguaranteed loan amount plus a premium thaidesl both an upfront cash payment
(utilizing quoted prices) and the value of a stredrmpayments representing servicing income receineckcess of NSBF's servicing cost
(valued using a pricing model with inputs that abservable in the market).

Other Fair Value Measurements

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

Fair Value Measurements at March 31, 2014 Using

Total Level 1 Level 2 Level 3 Total Losse!

Assets
Impaired loan: $ 3,19¢ $ — $ — $ 3,19¢ $ (120
Other ree-estate owne 571 — 571 — (20)
Total asset $ 3,76f $ — $ 571 $ 3,19/ $ (140

Fair Value Measurements at December 31, 2013 Usin

Total Level 1 Level 2 Level 3 Total Losse!

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

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

The estimated fair value of other real-estate owisedlculated using observable market informatiocluding bids from prospective
purchasers and pricing from similar market trarisastwhere available. The value is generally disted between 20-25% based on market
valuations as well as expenses associated withisgahe Companyg interests. Where bid information is not availdblea specific property
the valuation is principally based upon recentgeation prices for similar properties that havenbs@d. These comparable properties share
comparable demographic characteristics. Otherastate owned is generally classified within Levelf 2he valuation hierarchy.

NOTE 4 — SBA LOANS:

SBA loans are geographically concentrated in NewkY13.16%). Below is a summary of the activitytlire SBA loans held for investment,
net of SBA loan loss reserves for the three moattted March 31, 2014 (in thousands):

Balance at December 31, 20 $89,64(
SBA loans funded for investme 11,38¢
Fair value adjustmel (1,187
Payments receive (2,15¢
Provision for SBA loan losse 20t
Discount on loan originations, n 23
Balance at March 31, 20: $97,907

Below is a summary of the activity in the reserwelbdan losses, cost basis, for the three monttiscMarch 31, 2014 (in thousands):

Allowance for loan losses, cost basi

Balance, beginning of ye $ 1,811
Provision for loan losse (20%)
Loans charge-off (59
Recoveries 6
Balance, end of ye: $ 1,565:
Individually evaluated for impairmel $ 1,36:
Collectively evaluated for impairme 191
Balance, end of ye: $ 1,565¢

Total loans, cost basi:
Individually evaluated for impairmel $ 3,19t
Collectively evaluated for impairme 9,40¢
Balance, end of ye: $12,60-

Below is a summary of the activity in the SBA lodredd for sale for the three months ended Marct2814 (in thousands):

Balance at December 31, 20 $ 4,73¢
Originations of SBA loans held for s¢ 34,22«
Fair value adjustmel (79)
SBA loans solc (34,959
Balance at March 31, 20: $ 3,92/

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, 2014 Bedember 31, 2013, SBA loans receivable held feestment with adjustable interest
rates amounted to $99,399,000 and $91,083,000:ctegly.
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For the three months ended March 31, 2014 and 26@3ompany funded approximately $45,680,000 &448R26,000 in loans and sold
approximately $34,955,000 and $27,238,000 of treganteed portion of the loans, respectively. Ret#as from loans traded but not settled
of $12,907,000 and $13,606,000 as of March 31, 20itMDecember 31, 2013, respectively, are presastédoker receivable in the
accompanying condensed consolidated balance sheets.

The outstanding balances of loans past due ovetyn@ays and still accruing interest as of March2fl14 was approximately $843,000; tt
were no loans past due over ninety days and stiluéng interest as of December 31, 2013.

At March 31, 2014 and December 31, 2013, total inegdoans amounted to $7,371,000 and $7,678,@38pectively. For the three months
ended March 31, 2014 and for the year ended Deaedih@013, the average balance of impaired loas$v,559,000 and $6,887,000,
respectively, and approximately $1,362,000 and®a,@0 in specific reserves included in the alloveafor loan losses and $618,000 and
$163,000 of SBA fair value discount were allocaggdinst such impaired loans, respectively.

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

March 31, 2014 December 31, 201

(in thousands) Fair Value Cost Basi: Fair Value Cost Basi:
Due in one year or less $ — $ 2i1C $ — $ 31¢
Due between one and five yei — 4,40¢ — 4,50¢
Due after five year 93,89 7,99( 83,98¢ 8,51:
Total 93,89 12,60¢ 83,98¢ 13,34:
Less: Allowance for loan loss: — (1,559 — (1,817
Less: Deferred origination fees, t — (814) — (847)
Less: Fair value adjustme (6,22¢) — (5,037 —

Balance (net $ 87,67( $10,23: $ 78,95! $10,68¢

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

(in thousands

Days Past Du March 31, 201« December 31, 201
Current $ 92,11¢ $ 84,80¢
30-89 6,16¢ 4,84;
> 90 845 —

Non-accrual 7,371 7,67¢
Balance (net $ 106,49t $ $97,32¢

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

(in thousands

Risk Rating March 31, 201+« December 31, 201
Acceptable $ 7,14¢ $ 7,42(
Other assets special menti 2,05z 2,23¢
Substandar 3,141 3,28:
Doubtful 252 39t
Loss 9 9
Balance $ 12,60 $ 13,34

The Company had loans renegotiated in troubled msitucturings of $3,381,000 as of March 31, 2@f4vhich $1,477,000 was on non-
accrual status and $1,904,000 was on accrual stssusf December 31, 2013, there was approxim#@J$09,000 of loans renegotiated in
trouble debt restructurings, of which $1,332,008 werluded in noraccrual loans and $2,077,000 was on accrual sfeliesCompany has r
commitments to loan additional funds to borrowehoge existing loans have been modified in TDR.

An analysis of loans restructured in TDR for theqas ended March 31, 2014 and March 31, 2013 easgely, is as follows (in thousands):

Type of Concessio March 31, 2014 March 31, 2013
Number Principal Number Principal
Balance at Balance at
of Notes Restructure Date of Notes Restructure Date

Payment reduction / Interest-only period $ 63 $ 163

“H
“I—‘

TDRs that return to a non-performing status posthfication are considered redefaulted loans andrasged in the same manner as other
nonperforming loans in the portfolio. For the periatled March 31, 2014, the Company had two TDR |tlaassubsequently defaulted w
a corresponding principal balance of approxima#dl$4,000, and one loan that was subsequently afhaffjevith a corresponding principal
balance of approximately $ 24,000; for the perindesl March 31, 2013, there were no TDR loans thizdequently defaulted or were
charged-off.

NOTE 5 — SERVICING ASSETS:

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

The following summarizes the activity pertainingsgrvicing assets for the three months ended Mait¢2014 (in thousands):

(in thousands)

Balance at December 31, 20 $6,77¢
Servicing rights capitalize 85¢
Servicing rights amortize (349
Balance at March 31, 20: $7,28:

The carrying value of the capitalized servicingegssvas $7,287,000 and $6,776,000 at March 31, aad4December 31, 2013, respectively,
while the estimated fair value of capitalized seing rights was $8,649,000 and $7,959,000 at Madci2014 and December 31, 2013,
respectively. The estimated fair value of servicisgets at March 31, 2014 was determined usingcaut factor that equates the present
value of the expected servicing income to the striitiple method valuation rate of 9%, weightedrage prepayment speeds ranging from
5% to 13%, depending upon certain characterisfitiseloan portfolio, weighted average life of 4y&3ars, and an average default rate of
4.6%.

The estimated fair value of servicing assets aebdxer 31, 2013 was determined using a discourdrfltat equates the present value of the
expected servicing income to the strip multiple moetvaluation rate of 11%, weighted average pregsyrspeeds ranging from 0% to 11%,
depending upon certain characteristics of the foatfolio, weighted average life of 5.00 years, ancaverage default rate of 3%.
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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 $4005,000 and $372,366,000 as of
March 31, 2014 and December 31, 2013, respectifélg.unpaid principal balances of loans servicedfbers which were not originated by
NSBF and are outside of the Newtek portfolio wesd 011,000 and $561,092,000 as of March 31, 28d4eecember 31, 201
respectively.

NOTE 6 — NOTES PAYABLE AND CAPITAL LEASES:
At March 31, 2014 and December 31, 2013, the Compad notes payable and capital leases comprist dbllowing (in thousands):

March 31, December 31
2014 2013
Notes payable

Capital One lines of credit (NSB|
Guaranteed lin $15,88: $ 21,26
Unguaranteed lin 5,87z 4,691
Summit Partners Credit Advisors, L.P. (NE 8,74( 8,65(
Sterling National bank line of credit (NB¢ 6,24¢ 6,02¢
Capital One term loan (NT¢ 48€ 59C
Total notes payabl 37,22" 41,21¢
Note payable securitization trust DS 57,78t 60,14(
Total notes payabl $95,01: $ 101,35¢
Capital lease obligatio $ 58t $ 642

NOTE 7 — STOCK OPTIONS AND RESTRICTED SHARES:

The Company had three share-based compensationgdasf March 31, 2014 and 2013. For the three Imsastded March 31, 2014 and
2013, share-based compensation expense for thase whs $158,000 and $166,000, respectively, oftw$l 15,000 and $136,000 are
included in salaries and benefits, and $43,000%30d000 are included in other general and admatis# costs for the three months ended
March 31, 2014 and 2013, respectively. During tireeé months ended March 31, 2014, approximateyO89shares awarded under the plans
were forfeited due to early termination or resigmaby certain employees. The total forfeiture @regcognized for the three months ended
March 31, 2014 was approximately $66,000 and itded in share-based compensation expense.

During the third quarter of 2013, the Company gedrtertain employees an aggregate of 70,000 restréhares of common stock valued at
$176,000 with 10,000 vesting on March 1, 2016 ah@®0 vesting on July 31, 2016. The fair valuehafse grants was determined using the
fair value of the common shares at the grant ddte.restricted shares are forfeitable upon eadyntary or involuntary termination of the
employee’s employment. Upon vesting, the grantder@deive one common share for each restrictedeshested. Under the terms of the
plan, these share awards do not include votingsightil the shares vest. The Company recorded$03p share-based compensation for the
three months ended March 31, 2014 in connectioh thi vesting period associated with grants thaaie outstanding.

During the second quarter of 2013, the Companytgdcacertain employees and executives an aggre§8® @00 restricted shares of comn
stock valued at $174,000 with a vesting date ofddr, 2016. The fair value of these grants wasroeted using the fair value of the
common shares at the grant date. The restricteeéshae forfeitable upon early voluntary or invdamy termination of the employee’s
employment. Upon vesting, the grantee will rec&ime common share for each restricted share vedteter the terms of the plan, these s
awards do not include voting rights until the skarest. The Company recorded $2,000 to share-lzasegensation for the three months
ended March 31, 2014 in connection with the vegtiedod associated with grants that remain outstand
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During the first quarter of 2013, the Company gedntertain employees, executives and directorggregate of 300,000 restricted shares of
common stock valued at $556,000. The employee mecuéive grants have a vesting date of March 162@4ile the directors’ vest July 1,
2015. The fair value of these grants was determirsaay the fair value of the common shares at thatglate. The restricted shares are
forfeitable upon early voluntary or involuntaryr@nation of the employes’employment. Upon vesting, the grantee will ree@me commo
share for each restricted share vested. Undeethestof the plan, these share awards do not inclatiieg rights until the shares vest. The
Company recorded $47,000 to share-based compeméatithe three months ended March 31, 2014 in ection with the vesting period
associated with grants that remain outstanding.

In the second quarter of 2012, Newtek granted icegimployees and executives an aggregate of 123d3®cted shares valued at $184,000.
The grants vest on July 1, 2014. The fair valuthe$e grants was determined using the fair valibeofommon shares at the grant date. The
restricted shares are forfeitable upon early valnor involuntary termination of the employee. Wp@sting, the grantee will receive one
common share for each restricted share vested.ruiheléerms of the plan, these share awards dmdoide voting rights until the shares
vest. The Company recorded $13,000 to share-basefdensation for the three months ended March 314 #Dconnection with the vesting
period associated with grants that remain outstendi

In March 2011, Newtek granted certain employeescetives and board of directors an aggregate d@2]000 shares of restricted stock
valued at $1,941,000 or $1.70 per share. The firevof these grants was determined using theéhile of the common shares at the grant
date. The restricted shares are forfeitable updg ealuntary or involuntary termination of the etopee. Upon vesting, the grantee will
receive one common share for each restricted stested. Under the terms of the plan, these shaaedavado not include voting rights until
the shares vest. The grants are valued usingréigtstline method and vest on July 1, 2014. Then@any recorded $87,000 to share-based
compensation for the three months ended March@14 th connection with the vesting period assodiatéh grants that remain outstanding.

NOTE 8 — INCOME PER SHARE:

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

The calculations of income per share were:

Three months
ended March 31:

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

shareholder $ 1,391 $ 1,452
Denominator for basic EF- weighted average shar 35,43: 35,21¢
Effect of dilutive securitie: 2,95¢ 2,51¢
Denominator for diluted EP- weighted average shar 38,38t 37,73t
Earnings per share: Basic and Dilu $ 0.0/ $ 0.0/

The amount of ar-dilutive shares/units excluded from above is a®W:

Stock options and restricted sha — —
Warrants — 50
Contingently issuable shar 83 83

NOTE 9 — COMMITMENTS AND CONTINGENCIES:

In the ordinary course of business and from timgnt@, we are named as a defendant in various fggakedings. The Company evaluates
such matters on a case by case basis and its poliaycontest vigorously any claims it believes aithout compelling merit.
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We recognize a liability for a contingency in acitexpenses and other liabilities when it is prébdéiat a liability has been incurred and the
amount of loss can be reasonably estimated. Ifeghsonable estimate of a probable loss is a raveaccrue the most likely amount of such
loss, and if such amount is not determinable, themccrue the minimum in the range as the lossiabcFhe determination of the outcome
and loss estimates requires significant judgmertherpart of management.

The Company is currently involved in various coatrelaims and litigation matters. In addition, asdfully described in Item 1. Legal
Proceedings, during the quarter ended June 30, tb@1Bederal Trade Commission amended an existimplaint in the matter Federal Tre
Commission v. WV Universal Management, LLC et alirtclude Universal Processing Services of WisagrisiC (“UPS”), the Company’s
merchant processing subsidiary, as an additiorfahdant on one count. The Company does not beffeatehe facts or the FTC's legal
theory support the FTC's allegations against UPSeasorth in the complaint, and the Company ingetedvigorously challenge the FTC's
claims. As such, we have not established a lossngancy for this matter.

In May 2013, Data Processing Service of Georgie, (fbPS”) , the automated clearing house provigerd by the Company’s payroll
processing subsidiary, PMT Payroll, LLC (“PMT"),ased processing payments which resulted in thelityadr refusal of DPS’s processing
bank, Bancorp Bank (“Bancorp”), to send the coroesiing credits to PMT'’s customers’ employees. Tdtaltamount debited from PMT'’s
customer accounts and unsuccessfully credited’toustomersemployees was approximately $1,318,000. Upon legraof this failure, PM"
and the Company immediately paid all funds owimgdatly to any of its affected customers’ employdakthis amount, the Company has
successfully recovered approximately $800,000 te.dan June 22, 2013, Bancorp filed an Interple&tenplaint in the United States
District Court for the District of Delaware (the 6@rt") and deposited with the Court $247,925.36,thlance remaining in the DPS
settlement account maintained at Bancorp. Bancanped as defendants PMT and the other payroll coiepaand their clients, who Bancc
has alleged may have claims to the funds on depitsitthe Court. On October 22, 2013, Bancorp Bilekl its Amended Interpleader
Complaint. On December 20, 2013, PMT answered therded Interpleader Complaint and asserted cragslhgainst DPS for breach of
contract and conversion and counterclaims agaiast&p for aiding and abetting DPS’s wrongful cacttdithe Company is vigorously
pursuing its claims against Bancorp and DPS, alidvas it is reasonably possible a loss may oddinei Company is unsuccessful in the
action. While such a loss is possible, the Compmbogs not believe that it is probable or that thewmh can be estimated at this time.

On January 21, 2014, NCMIC Finance Corporation (\NC") filed a complaint against Universal ProceggiBervices of Wisconsin, LLC

("UPS"), the Company’s merchant processing subsjdia the United States District Court for the Swrn District of lowa. The Complaint
asserts claims against UPS for breach of the UBNG@MIC agreement for the processing of credit ¢eadsactions, and seeks monetary
relief. The Company believes that the claims asddrt the complaint are wholly without merit antkimds to vigorously defend the action.

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

NOTE 10 — SEGMENT REPORTING:

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

The Electronic payment processing segment is aegene of credit card transactions, as well as &ebar of credit card and check approval
services to the small- and medium-sized busineskehdxpenses include direct costs (included sefarate line captioned electronic
payment processing costs), salaries and benefitsptiner general and administrative costs all attvlare included in the respective caption
on the condensed consolidated statements 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 providesuants receivable financing, billing and accoustsivable maintenance services to
businesses. NSBF generates revenues from saleand, Iservicing income for those loans retainezbatracted to service by NSBF and
interest income earned on the loans themselveslefider generates expenses for interest, salartebenefits, depreciation and amortizat
and provision for loan losses, all of which arduded in the respective caption on the condensaddiolated statements of income. NSBF
also has expenses such as loan recovery expevaeqrbcessing costs, professional fees, and e#penses that are all included in the other
general and administrative costs caption on thelensed consolidated statements of income.

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

The All other segment includes revenues and exggmamarily from qualified businesses that receiiragstments made through t



Company’s Capcos which cannot be aggregated wligr @perating segments. The two largest entiti¢gdrsegment 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, a providgragfoll management, payment and tax reportingicesy Exponential of New York, LLC,
and Advanced Cyber Security Systems, LLC, (“AC&"start-up company formed to offer web-based sgcswiutions to the marketplace.
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Corporate activities represent revenue and expearaieslocated to our segments. Revenue includesast 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, informatiamt®logy, 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 charatiesigshen making its determination of its operatimgl reportable segments:
. the nature of the product and servic

. the type or class of customer for their products services

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

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

The following table presents the Company’s segritdatmation for the periods ended March 31, 2014 2013 and total assets as of
March 31, 2014 and December 31, 2013 (in thousands)

For the three
months ende

For the three
months ende

March 31, March 31,
2014 2013

Third Party Revenue
Electronic payment processil $ 21,52¢ $ 21,67¢
Small business financ 10,03¢ 7,44¢
Managed technology solutiol 4,05¢ 4,39¢
All other 57€ 64€
Corporate activitie: 19¢ 20C
Capcos 104 50
Total reportable segments 36,50 34,41¢
Eliminations (419 (279
Consolidated Total $ 36,08 $ 34,14«
Inter-Segment Revenue
Electronic payment processi $ 907 $ 724
Small business financ 15E 12¢
Managed technology solutiol 14t 147
All other 42¢ 44¢
Corporate activitie: 1,001 1,00
Capcos 19C 204
Total reportable segments 2,82¢ 2,651
Eliminations (2,826) (2,657
Consolidated Total $ — $ —
Income (loss) before income taxe
Electronic payment processi $ 1,71¢ $ 1,83¢
Small business financ 2,691 2,17¢
Managed technology solutiol 751 89¢
All other (399) (462)
Corporate activitie: (2,187 (1,95¢€)
Capcos (271) (28¢)
Total reportable segments 2,30z 2,20z
Eliminations (87) (=)

Totals $ 2,21¢ $ 2,202
Depreciation and amortization
Electronic payment processi $ 61 $ 11z
Small business financ 36¢ 271
Managed technology solutiol 337 32¢
All other 51 51
Corporate activitie: 37 45
Capcos — 1

Totals $ 85¢ $ 807
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As of

As of December 31
March 31,

Identifiable assets 2014 2013
Electronic payment processing $ 8,691 $ 9,06(
Small business financ 152,32 156,44
Managed technology solutiol 12,23¢ 12,027
All other 3,73: 3,82¢
Corporate activitie: 8,15¢ 9,351
Capco 7,304 7,89¢€
Consolidated Total $ 192,44 $ 198,61
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.
Introduction and Certain Cautionary Statements

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

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

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

Executive Overview

For the quarter ended March 31, 2014, the Compeapgrted income before income taxes of $2,216,000;wwas essentially unchanged
from the $2,202,000 reported for the same quaft20d3. Net income decreased by $61,000 to $1,88lijDthe first quarter of 2014 from
$1,452,000 in the year ago quarter. Total revem@eased by $1,943,000 to $36,087,000 from $340DM4for the quarter ended March 31,
2014 compared with the same period in 2013, dusapily to the increased revenues in the Small lmssifinance segment.

In Electronic payment processing, the segment hdeteease in revenue primarily due to a reductiché average number of merchants, as
well as a reduction in the average dollar volumet@asaction. EPP margin also decreased from 150724.8% due in part to competitive
pricing as well as a reduction in the mix of mergtsales volumes recorded in the current quarterim¢ome before taxes decreased by €
$1,718,000 for the three months ended March 314 20inpared with the year ago quarter.

In the Small business finance segment, the SBAgleadpanded its total volume of loan originationswgng the total amount funded by
$10,854,000, a 31% increase over the year agodheil the aggregate servicing portfolio incredsef6% compared with the year ago
period. In the current quarter, our external séng@ortfolio increased by 227% to $547,279,00@l e NSBF originated portfolio increas
by 38% to $521,460,000, bringing our aggregatefplastto over $1 billion at March 31, 2014. Tota&rsicing fee income increased by 80%
and totaled $2,625,000 for the three months endaxativid1, 2014. Interest income also increased B $B0 as a result of the average
outstanding performing portfolio of SBA loans hédd investment, which increased by $34,518,000 ¢iversame quarter of 2013. Overall,
the lending segment reported $2,691,000 in incoefierb taxes for the first quarter of 2014, a 24%déase compared with the three months
ended March 31, 2013.

Managed technology solutions segment revenue detlday 8% to $4,056,000 for the three months eiedh 31, 2014, a $338,000
decrease in web hosting and web design revenuearechpvith the same quarter in 2013. Total expedsereased by 6% primarily in other
general and administrative costs, resulting in45§100 decrease in income before taxes betweetegsiar

In the All other segment, total revenue decreasetils for the quarter ended March 31, 2014 compaitdthe same period in 2013, due
primarily to a decrease in insurance commissioemee. Reductions in salaries and benefits, asasalther general and administrative costs
in this segment offset the decrease in revenueemdted in a $63,000 improvement in loss befocerime taxes for the quarter over quarter
period. The loss before income taxes in the Cotpaagment increased by 12% to $2,187,000, dueaghnto an increase in marketing
expense in connection with the Company’s televisidrtampaign, and the loss in the Capco segmerd hamtiest improvement decreasing
by 5% to $271,000 for the three months ended Maict?2014.

On October 1, 2013, the company filed a Form N-g8iReation Statement with the Securities and Exgeadommission. The Company’s
intention is to file an election to be regulatechdBusiness Development Company (“BDC”) under theestment Company Act of 1940 prior
to the completion of an offering, and intends tempe subsequently as an internally managed, nansified closed-end investment
company. The Company also intends to elect todstdd as a Regulated Investment Company
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(“RIC”") under Subchapter M of the Internal Revei@ade (the “Code”) for U.S. federal income tax puwgm We intend to use the net
proceeds of the offering primarily to expand ouainro medium-sized business, (“SMB”) lending, maliect investments in portfolio
companies in accordance with our investment ohjestand strategies described in the prospectudpageéneral corporate purposes. We
believe that transitioning to a BDC and RIC wilbpide us with access to lower-cost capital andsin®ss structure conducive to expanding
our lending activities and will assist in maximigiour value to shareholders by, among other thipgsnitting us to value our assets and
controlled portfolio companies at fair value. ABRC, we will seek to generate both current income @apital appreciation primarily throu
loans originated by our small business financeqiat and our equity investments in certain pordfalompanies that we control. While our
primary investment focus as a BDC will continudtomaking loans and providing business servicés¢&MB market through our
controlled portfolio companies, we may also makpavfunistic investments in larger or smaller conipanWe expect to continue to grow
business organically, both directly and through@ntrolled portfolio companies, as we have histdly. The Company has filed
amendments to the Registration Statement, ancethted Proxy-Prospectus on FormlK-in response to comments received from statfiie
SEC and is continuing to pursue this course obacti

29



Table of Contents

Business Segment Results:
The results of the Company’s reportable segmemtthéthree months ended March 31, 2014 and 2@ discussed below:

Electronic Payment Processing

Three months
ended March 31:

(In thousands). 2014 2013 $ Change % Change
Revenue
Electronic payment processi $21,52¢ $21,67" $ (149 (1)%
Interest incomi — 2 2 (2100%
Total revenu 21,52¢ 21,67¢ (157) ()%
Expenses
Electronic payment processing cc 18,35( 18,27: 78 — %
Salaries and benefi 937 982 (45) (5)%
Professional fee 11€ 147 (31) (2%
Depreciation and amortizatic 61 115 (52 (46)%
Insurance expens related party 12 12 — — %
Other general and administrative cc 334 31¢ 16 5%
Total expense 19,81( 19,84« (39 — %
Income before income tax $ 1,71¢ $ 1,83t $ (119) (6)%

Electronic payment processing (“EPP”) segment ragetecreased $149,000 or 1% between years. Redenteased primarily due to a 1%
reduction in the average number of merchants, dsaw@ 1% reduction in average dollar value pesteéiiCard/Visa transaction and a 2%
reduction in an average discount income per Mastel¥isa transaction processing between years.Wasspartially offset by a 2% increase
in MasterCard/Visa processing volume between yaaesto the growth in processing volumes from exgstherchants.

EPP costs increased $78,000 or less than 1% betmeaes. Processing revenues less electronic paypnecessing costs (“margin”)
decreased from 15.7% in 2013 to 14.8% in 2014. Matgcreased due to both competitive pricing carsitions, particularly for larger
processing volume merchants, and the mix of metctelas volumes realized between periods.

Excluding electronic payment processing costs,rakpenses decreased $112,000 or 7% between {pegmeciation and amortization
decreased $52,000 between periods as the reqritwabusly acquired portfolio intangible assetsdming fully amortized between periods.
Payroll related costs decreased by $45,000 priligipa a result of a salaries being capitalizedriternally developed software. Professional
fees decreased by $31,000 principally due to l&ged incurred related to remediation expensesiiadun the 2013 period in connection with

a chargeback loss.

Income before income taxes decreased $117,000T4&000 in 2014 from $1,835,000 in 2013. The deswen income before income taxes
was principally due to the decrease in the mamgrefating revenues less electronic payment prawessists) of $227,000 due to the reasons
noted above, partially offset by the reduction aymll related costs, professional fees and deatieci and amortization between years.
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Small Business Finance

Three months
ended March 31:

(In thousands):. 2014 2013 $ Change % Change
Revenue
Premium incomt $ 5,131 $4,25¢ $ 87¢ 21%
Servicing fee~ NSBF portfolio 832 614 21¢ 36%
Servicing fee- external portfolic 1,79: 847 94¢€ 112%
Interest incomi 1,55¢ 1,00¢ 55C 55%
Other income 71€ 721 (©)] — %
Total revenu 10,03¢ 7,44¢ 2,58¢ 35%
Net change in fair value ¢
SBA loans held for sal (79 25¢ (339 (131)%
SBA loans held for investme (1,189 (637) (55€) (88)%
Total net change in fair valt (1,266€) (376) (890 (2370%
Expenses
Salaries and benefi 2,26¢ 1,80¢ 461 26%
Interest 1,58¢ 1,217 36¢ 30%
Professional fee 254 30t (52) AN%
Depreciation and amortizatic 36¢ 271 98 36%
Provision for loan losse (207) 11¢€ (325) (275)%
Insurance expens related party 60 47 13 28%
Other general and administrative cc 1,75¢ 1,13¢ 61¢ 55%
Total expense 6,081 4,89¢ 1,18 24%
Income before income tax $ 2,691 $2,17¢ $ b51€ 24%

Business Overview

The Small business finance segment is compris®&@&F which is a non-bank SBA lender that originasedls and services loans for its own
portfolio as well as portfolios of other instituti®, and NBC which provides accounts receivablenfiiry and billing services to businesses.
Revenue is derived primarily from premium incomeeated by the sale of the guaranteed portion8#fI8ans, interest income on SBA
loans held for investment and held for sale, sergifee income on the guaranteed portions of SB¥$osold, servicing income for loans
originated by other lenders for which NSBF is teevger, and financing and billing services, cléiedias other income above, provided by
NBC. Most SBA loans originated by NSBF charge dariest rate equal to the Prime rate plus an additipercentage amount; the inter

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

Accounting Policy

On October 1, 2010, the Company elected to utilieefair value option for SBA 7(a) loans fundedasrafter that date. For these fair value
loans, premium on loan sales equals the cash pneing the value of the servicing asset paid bythehaser in the secondary market, the
discount created on the unguaranteed portion flensale which formerly reduced premium income i& imeluded in the fair value line ite
and, by not capitalizing various transaction expsnthe salaries and benefits and loan procesgpense lines portray a value closer to the
cash cost to operate the lending business. The @wynses a discounted cash flow model to measarfithvalue of performing loans held
for investment. If a loan measured at fair valusulbbsequently impaired, then the fair value ofitia® is measured based on the present value
of expected future cash flows discounted at the'baffective interest rate, or the fair value of tollateral if the loan is collateral depende

The significant
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unobservable inputs used in the fair value measeméwf the impaired loans involve management’s foelgt in the use of market data and
third party estimates regarding collateral valiBasch 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 varnatdeNSBF does not have to factor in interest 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 dineraollateral, as well as current economic cooglét. For all loans originated on or prior to
September 30, 2010, management performed a lodoalnyreview of the estimated uncollectible portamon-performing loans; subsequent
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 futuredgsd his valuation reduction is reflected in
the line item above: Net Change in Fair Value oASB®ans Held for Investment

Small Business Finance Summary

Three months Three months
ended March 31, 201« ended March 31, 201
(In thousands): # Loans $0,000 # Loans $0,000
Loans sold in the quart 43 $ 34,95t 34 $ 25,11
Loans originated in the quart 49 $ 45,68( 35 $ 34,82¢
Premium income recognizt — $ 5,137 — $ 4,25¢
Average sale price as a percent of principal badthg 112.20% 114.09%

(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, 2014, the @agnpecognized $5,137,000 of premium income frontp4Bs sold aggregating
$34,955,000 as compared with $4,259,000 of prenmaomme from 34 loans sold aggregating $25,111,00@he three months ended
March 31, 2013. Premiums on guaranteed loan satraged 112.24% with a 1% servicing fee for therigua&nded March 31, 2014
compared with 114.03% with a 1% servicing fee Far uarter ended March 31, 2013.

Three months
ended March 31:

(In thousands): 2014 2013 $ Change % Change

Total NSBF originated servicing portfolio ( $ 521,46! $379,15° $142,30: 38%
Third party servicing portfolic 547,27¢ 167,22! 380,05¢ 227%
Aggregate servicing portfoli $1,068,73 $546,38: $522,35° 96%
Total servicing income earn- NSBF portfolio $ 832 $ 614 $ 21¢ 36%
Total servicing income earn« external portfolic 1,79: 847 94¢€ 112%
Total servicing income earnt $ 2,62¢ $ 1,461 $ 1,16/ 80%

(1) Of this amount, total average NSBF originatedfplio earning servicing income was $383,021,80d $277,750,000 for the three
month period ended March 31, 2014 and 2013, reispdct

We are the contractor managing and servicing paofof SBA 7(a), USDA and other loans acquiredty FDIC from failed financial
institutions, and we assist the FDIC in the packggif these loans for sale. Our existing servidauailities and
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personnel perform these activities supplementecobyract workers as needed. The size of the parthe¢ will service for the FDIC, and th
the revenue earned, varies and depends on theoebahk failures and the needs of the FDIC in ngamaportfolios acquired from those
banks as well as the success of being able tgweti portfolios. We continued to add third pargriservicing contracts in 2014, for both the
FDIC and other third parties.

The $1,164,000 increase in total servicing incoras attributable primarily to the increase in FDBRvicing income of $884,000 as a result
of the addition in November 2013 of an additionaitfolio, which we service for the FDIC as wellthg addition of other third party loan
servicing contracts which added an additional $82 6f income period over period. The average thady servicing portfolio increased frc
$169,356,000 for the three month period ended Maict2013 to $548,086,000 for the same three mpertiod in 2014. Servicing fees
received on the NSBF portfolio increased by $21@,0€riod over period and was attributable to theaesion of the NSBF originated
portfolio in which we earn servicing income. Thetfdio increased from an average of $277,750,@00He three month period ending
March 31, 2013 to an average of $383,021,000 stme three month period in 2014. This increasetmedirect result of increased loan
originations throughout 2013 and into 2014.

Interest income increased by $550,000 for the thresth period ended March 31, 2014 as comparduetsame period in 2013. This incre
was attributable to the average outstanding peifarmportfolio of SBA loans held for investment irassing from $59,723,000 to $94,241,!(
for the quarters ended March 31, 2013 and 201gendively.

The change in fair value associated with SBA Idaeld for sale of $334,000 is related to the amafininsold guaranteed loans during a
period, the timing of when those loans sell andctienge in premium being received on those loams.amount of unsold guaranteed loans
decreased by $731,000 at March 31, 2014 compatbdeicember 31, 2013, while there was an increb$&,367,000 in unsold guaranteed
loans at March 31, 2013 compared to December 3112.20

The increase in the change in fair value on SBAddaeld for investment of $556,000 is the resuthefincreased amount of unguaranteed
loans originated period over period, as well agarease of $388,000 due to reclassification afvedince for loan losses to fair value
discount. Loans originated, held for investmentraggted $11,385,000 compared to $7,588,000 foqulheters ended March 31, 2014 and
2013, respectively. During 2013, we applied a disted cash flow methodology resulting in a decréasiee valuation adjustment applied of
7.5% of total principal as of March 31, 2013, t63% of total principal as of March 31, 2014.

Salaries and benefits increased by $461,000 priyrduie to the addition of staff in all departmer@®mbined headcount increased by 39%
from 69 employees at March 31, 2013 to 96 emplogédsarch 31, 2014.

Interest expense increased by $368,000 for theeuamded March 31, 2014 compared with the saniegir 2013. NSBF experienced an
increase in interest expense of $414,000 in coiorewtith the closing of the 2013 securitizatiomactions in March and December 2013
offset by a decrease of $30,000 related to thet@aphe line of credit which increased from an ageroutstanding balance of $14,855,000
for the quarter ended March 31, 2013 to $15,323f060the same period in 2014. NBC experienced ag#ese in interest expense of $24,000
as average borrowings under the Sterling credititiadeclined from $7,800,000 to $6,013,000.

Professional fees for the quarter ended March 314 2lecreased by $51,000 when compared with theequeanded March 31, 2013,
primarily due to a decrease in accounting feesr6f@0. These decreases were offset by an incieasevicer trustee fees of $32,000.
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Loan Loss Reserves and Fair Value Discount

Three months
ended March 31:

(In thousands): 2014 2013 $ Change % Change

Total reserves and discount, beginning of pe $ 6,82 $ 6,092 $ 73C 12%
Provision for loan los (207) 11¢ (325) (275)%
Discount, loans held for investment at fair va 1,18 631 55€ 88%
Charge offs, Ne (53 (535 482 90%
Total reserves and discount, end of pe $ 7, 74¢ $ 6,30¢ $ 1,44 23%
Gross portfolio balance, end of peri $106,41. $70,37: $36,04: 51%
Total impaired nonaccrual loans, end of pel $ 7,34t $ 7,031 $ 314 4%

The combined provision for loan loss and net chandair value of loans held for investment incredi$rom $749,000 for the three months
ended March 31, 2013 to $980,000 for the same @@mi@014, a net increase of $231,000. The alloedocloan loss, together with the
cumulative fair value adjustment related to the 98#ns held for investment, increased from $6,308,0r 9.0% of the gross portfolio
balance of $70,371,000 at March 31, 2013, to $700M or 7.3% of the gross portfolio balance of&203,000 at March 31, 2014. Of this,
$2,070,000 or 29.4% and $1,952,000 or 26.6% ofliogvance for loan losses and fair value discouss wllocated as specific reserve age
such impaired non-accrual loans, for the 2013 d@idiDeriods, respectively. The year over year réoluén non-performing loans as a
percentage results from an improvement in the dvecanomic 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.

In determining the net change in fair value of barld for investment for the quarter ended Marth2®14, the Company used a discounted
cash flow model which incorporated a series of etgubfuture cash flows for the performing SBA 7A¢@n portfolio, and discounts those
cash flows at a market clearing yield of 5.38%. Kbg assumptions used in the model are considareldservable inputs and include
anticipated prepayment speeds, cumulative defatdsy the cost of loan servicing, and Prime rapeetations. The Company used an
assumed prepayment speed of 15% based on currekgtrnanditions and historical experience for then portfolio, against a prepayment
curve developed from NSBF historical experienceaiculate expected loan prepayments in a given yazfaults are defined as any loan
placed on non-accrual status as of March 31, 2Did.cumulative default rate, defined as the perotldgan balance that will enter final
liquidation in a given year, was estimated to b&28&nd was derived from NSBF historical experieffte2 mix of NSBF'’s loan portfolio
continues to shift from start-up businesses, td@méEnately existing businesses. Our historical dléfand loss rates demonstrate that this
particular segment (i.e. Existing Business) of 8BA loan portfolio continues to experience the lstvate of defaults and ultimate losses
over our nine year history of originating loans. &itcomputing the cumulative default rate to be iappb the performing portfolio loan
balances, the Company excluded the last three peariginations as those loans have not seasoeed kie discounted cash flow analysis
resulted in a price equivalent of 93.97% of thegrapunt on our loans held for investment.

Other general and administrative costs increase®bti®,000 due primarily to an increase at NSBRdferral fees on loans originated of
$175,000, increased loan servicing costs to the 8B¥101,000, and increased loan recovery cost§ 8000 which includes expenses and
losses associated with the sale of foreclosed piiepend collateral preservation costs. The redaiof the increase was mainly attributable
to increased marketing expense of $71,000 in cdiumewith our television ad campaign. AdditionallyBC increased its reserves by
$200,000 in the current quarter as a result ofrgiatElosses relating to a receivable financingiooeer.

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 incofif&2¢c691,000 was a 24% improvement over the sanee tmonth period in 2013.
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Managed Technology Solutions

Three months
ended March 31:

(In thousands):. 2014 2013 $ Change % Change
Revenue
Web hosting and desi¢ $4,05¢ $4,39¢ $ (33§ (8)%
Expenses
Salaries and benefi 1,25z 1,15:% 99 9%
Interest 18 24 (6) (25)%
Professional fee 131 20t (74) (36)%
Depreciation and amortizatic 337 32¢ 11 3%
Insurance expens related party 2 3 @ (33)%
Other general and administrative cc 1,56t 1,78 (222) (12)%
Total expense 3,30¢ 3,49¢ (199 (6)%
Income before income tax $ 751 $ 89¢ $ (145 (16)%

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. Web hosting
and web design revenue decreased $338,000, oi08p4,056,000 for the three months ended March 314 2The reduction in web hosting
revenue is the result of a decrease in the avemagehly number of total plans by 5,693 or 12% bemvperiods to 41,387 plans at March 31,
2014 from 47,080 plans in the first quarter of 20R8rtially offsetting the decrease in revenue arascrease in the average monthly revenue
per plan of 5% to $31.08 for the three months erMacth 31, 2014 from $29.50 in 2013. The averagaber of cloud instances decreased
by 41 to an average of 629 from 670 in the firsirtger of 2013. The average monthly number of deeécaerver plans in the first quarter of
2014, which generate a higher monthly fee versaseshhosting plans, decreased by 293 between peno@2%, to an average of 1,021 f
an average of 1,314 in the first quarter of 2018 &verage monthly number of shared hosting pta@914 decreased by 5,360, or 12%, t
average of 39,736 from 45,096 in the first quanfe2013. Competition from other web hosting prov&das well as alternative website
services continued to have a negative effect onlesting plan count and revenue growth.

Management has taken and is planning a numbeeps$ $b reverse the trend of decreasing revenuéssisegment.

Total expenses of $3,305,000 in the first quart&@0d4 decreased 6% from $3,498,000 in the firstrigu of 2013. Salaries and benefits for
the quarter increased $99,000 or 9% between ye&%,252,000. The increase was mainly due to td@iadal headcount, as well as the
hiring of a Senior Vice President of Business Depeient. Depreciation and amortization increasedRDLbetween periods to $337,000 due
to an increase in capital expenditures. Profeskieea decreased $74,000 principally due to theedse in web design development revenues
between periods. Other costs decreased $222,006between periods, principally due to the de@gaslicense and permits of $66,000,
which is directly related to the number of plansémvice, telephone and utilities of $28,000, aecréases in marketing, processing fees and
other office related expenses.

Segment income before income taxes decreased 16¥#6r000 to $751,000 in the first quarter of 26b4n $896,000 in the first quarter of
2013. The decrease in segment profitability, pdalty due to a decline in web hosting revenue betwgeriods, was only partially offset by
lower operating costs between periods.
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All Other
Three months
ended March 31:
(In thousands):. 2014 2013 $ Change % Change
Revenues
Insurance commissiot $ 38t $ 444 $ (59 (13)%
Insurance commissiol- related party 47 42 5 12%
Other income 122 141 (29 (13)%
Other incom-related party 22 18 4 22%
Interest incomi — 1 (1) (100
Total revenu 57€ 64€ (70) (1%
Expenses
Salaries and benefi 62€ 667 (39) (6)%
Professional fee 11C 13¢ (29 (2%
Depreciation and amortizatic 51 51 — — %
Other general and administrative cc 18€ 251 (65) (26)%
Total expense 97& 1,10¢ (133) (12)%
Loss before income taxi $(399) $ (462) $ 63 14%

The All Other segment includes revenues and exgemamarily from Newtek Insurance Agency, LLC (“NTANewtek 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 Advaidiker Security Systems, LLC (*ACS”), a start-up gany formed to offer web-based
security solutions to the marketplace. ACS is anted for as a variable interest entity (“VIE”").

Total revenue decreased by $70,000 for the threghmended March 31, 2014 compared with the yeaupagod due primarily to a
reduction in insurance commission revenue thatioedl a decrease in renewals of direct bill polieigsvell as a decrease in premium on the
force placed insurance book.

The decrease in revenue was offset by reductiottgahexpenses which decreased by $133,000 ithtbe months ended March 31, 2014
compared with the year ago period. Salaries andflieecreased by $39,000 as a result of staffatéghs in multiple divisions, and
professional fees, which includes broker commissjomid to agents for insurance policy sales andiagetly related to commission income
which also decreased in the current period. The(Bbdecrease in other general and administratists éncludes a $92,000 reduction in
other general and administrative costs at ACS whrelviously had been paying a monthly fee for avgafe license agreement in the year
period. In June 2013, the Company exercised itsaméiin ACS, and as part of the restructure, AC8arafinal payment in September 2013
and now owns the software license. This reductiotoist was partially offset by a $25,000 increassofftware implementation costs and tax
processing fees associated with PAY.

While the segment had a $70,000 decrease in ®tahue, this decrease was offset by a $133,00@tiedun salaries and other expenses
resulting in a $63,000 improvement in loss befomime taxes for the three months ended March 3Y4 20mpared with the year ago peri
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Corporate activities

Three months
ended March 31:

(In thousands):. 2014 2013 $ Change % Change
Revenue
Management fee- related party $ 19¢ $ 19¢ $ — —
Interest incomi — 1 (1) (100%
Total revenu 19¢ 20C (1) (1)%
Expenses
Salaries and benefi 1,451 1,46¢ (13 ()%
Professional fee 357 397 (40 (10)%
Depreciation and amortizatic 37 45 (8) (18)%
Insurance expens related party 33 27 6 23%
Other general and administrative cc 50¢ 227 28t 12&%
Total expense 2,38¢ 2,15¢ 23C 11%
Loss before income tax $(2,187) $(1,956) $ (23] (12)%

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 reveanet 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 fegaerl from the Capcos and remained unchanged at@RI®between periods.
Management fees, which are eliminated upon corsiitid, are expected to decline in the future asCilyecos mature and utilize their cash. If
a Capco does not have current or projected cafitisnf to pay management fees, then such feesaraccrued.

Total expenses increased by $230,000 for the thaehs ended March 31, 2014 over the same perig@18 primarily due to the increase
other general and administrative costs, particylarimarketing costs, which increased $241,000 floenCompany'’s television ad campaign,
a larger portion of which was absorbed by Corpoirathe current period compared with the three meminded March 31, 2013. All other

expenses remained essentially unchanged periochevied.

The loss before income taxes increased by $23108@mrimarily to the increase in other general ashahinistrative costs noted above for the
three months ended March 31, 2014, as comparéx teame period in 2013.

37



Table of Contents

Capcos
Three months
ended March 31:
(In thousands):. 2014 2013 $ Change % Change
Revenue
Income from tax credit $ 13 $ 26 $ (13 (50)%
Interest incomi 16 19 3 (16)%
Dividend Income- related party 74 — 74 10C%
Other income 1 5 (4 (80)%
Total revenu 104 50 54 10€%
Net change in fair value @
Credits in lieu of cash and Notes payable in ceaditieu of casl 1 19 (18) (95)%
Expenses
Management fee- related party 19¢ 19¢ 1 1%
Interest expens 24 56 (32 (57)%
Professional fee 74 62 12 19%
Other general and administrative cc 79 39 4C 103%
Total expense 37€ 35E 21 6%
Loss before income tax $(271) $(286) $ 15 5%

As described in Note 3 to the condensed consolidatancial statements (unaudited), effective Janda2008, the Company adopted fair
value accounting for its financial assets and famariabilities concurrent with its election ofdHair value option for substantially all credits
in lieu of cash, notes payable in credits in li€gash and prepaid insurance. These are the fiabagsets and liabilities associated with the
Company’s Capco notes that are reported withirCthimpany’s Capco segment. The table above refleeteftects of the adoption of fair
value measurement on the income and expense iteawsr(e from tax credits, interest expense and arse expense) related to the revalued
financial assets and liability for the three morghsled March 31, 2014 and 2013. In addition, thehange to the revalued financial assets
and liability for the three months ended March 3114 and 2013 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 invadtared to pay management fees will be primarilyeshglent upon future returns generated
from investments in qualified businesses. Incoroenftax credits will consist solely of accretiontié discounted value of the declining da
amount of tax credits the Capcos will receive i filture; the Capcos will continue to incur nonkcagterest expense related to the tax

credits.

Revenue is derived primarily from non-cash inconeenftax credits, interest and dividend income. $h8,000 decrease in tax credits for the
three months ended March 31, 2014 versus the sarwpn 2013 reflects the effect of the declindwlar amount of tax credits remaining
2014. The amount of future income from tax credbigenue will fluctuate with future interest ratemwever, over future periods through
2016, the amount of tax credits will decrease to.Z€he increase in total revenue for the threethmanded March 31, 2014 compared to
year ago period is due to $74,000 in accrued didddrom Small Business Lending, a related padsned by three of the Capcos on eq
investments made in 2013.

Expenses consist primarily of management fees anecash interest expense. Related party managdeaentor the three months ended
March 31, 2014 remained essentially unchanged frenyear ago period. Management fees, which amgredted upon consolidation, are
expected to decline in the future as the Capcosmatnd utilize their cash. Interest expense deerkby $32,000, for the three months ended
March 31, 2014 compared with the year ago quasger r@sult of the declining amount of notes payab2014. Other general and
administrative costs increased $40,000 comparddtiv year ago period in connection with the wofifeof two investments totaling $46,0(
which was partially offset by a reduction in rerpense.
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Overall, the pretax loss before income taxes inGapco segment decreased by $15,000, period oviedpprimarily due to the increased
income from dividends, and the decrease in intengsénse for the three months ended March 31, 2014.

Critical Accounting Policies and Estimates:

The Company'’s significant accounting policies ageatibed in Note 2 of the Notes to Consolidatedfanal Statements included in its

Form 10-K for the fiscal year ended December 3132@ discussion of the Company'’s critical accongtpolicies, and the related estimates,
are included in Management’s Discussion and AnalgEResults of Operations and Financial Positioitsi Form 10-K for the fiscal year
ended December 31, 2013.

Liquidity and Capital Resources

Cash requirements and liquidity needs over the tvgalive months are anticipated to be funded pritpdinrough operating results, available
cash and cash equivalents, existing credit linesgsed new credit lines, and additional secutiting of the Company’s SBA lender’s
unguaranteed loan portions. As more fully describeldw, the Company’s SBA lender (“NSBF”) will rdgeiadditional funding sources to
maintain current levels of SBA loan originationdlie latter part of 2014 under anticipated condgialthough the failure to find these
additional sources may require the reduction inGbenpany’s SBA lending and related operationsilitvat impair the Company’s overall
ability to operate. The Company will need to inaeis levels of equity and debt financing in ordemeet a higher level of loan fundings
than in previous years. As such, the Company lygeedia Letter of Intent with Capital One Bank fdd#ional capital above its current
facility. In addition, the Company has a signedt&edf Intent with Goldman Sachs Bank which wowdgdlace the Capital One line of
$27,000,000 and provide a larger warehouse linSBX loans. The Company has also taken the irtegs to convert to a business
development company (“BDC”) which would be undeetakn conjunction with a public offering of the Cpamy’s stock. Given weaker
results in the business services segments which hiatorically been cash generators, and the reesige additional capital, the inability to
close these transactions could significantly redheerate of growth for the Company. If the Compahguld ever be unable to obtain the
required approval for its financing arrangementsrfithe SBA, it would likely be unable to contineentake loans.

NSBF depends on the availability of purchasersSiBA loans held for sale transferred to the secondearkets and the premium earr
therein to support its lending operations. At tivise the secondary market for the SBA loans held#éte is robust.

As an alternative to holding indefinitely the ports of SBA loans remaining after sale of the gutethportions in the SBA supervised
secondary market, NSBF has undertaken to secutfitese unguaranteed portions. In December 2010Girsthsuch securitization trust
established by NSBF issued notes to one investibreimmount of $16,000,000 which received an S&Rgaf AA. A second securitization,
an amendment to the original transaction, was cetaglin December 2011, and resulted in an addit®t¥$ 900,000 of notes issued to the
same investor. NSBF used the cash generated frefirshtransaction to retire its outstanding téoam from Capital One, N.A. and to fund a
$3,000,000 account which during the first quarfe2@l1 purchased unguaranteed portions originatbdesjuent to the securitization
transaction. Similarly, the proceeds from the sdcsgcuritization in 2011 were used to pay dowwoiistanding term loan with Capital One,
N.A., and to fund a $5,000,000 account used to adultional originations in the first quarter of120 Additional securitizations we
completed in March 2013 and December 2013 resultinige issuance of notes in the amount of $20@@and $24,434,000, respectively.
Similarly, the proceeds of both transactions weseduo pay down the outstanding term loan with @a@ine, N.A, and a combined total of
$12,945,000 was used to fund an account used thase unguaranteed portions of loans throughot8,201d during the first quarter of
2014. While this securitization process can proddengterm funding source for the SBA lender, there isadainty that it can be conduc
on an economic basis. In addition, the securitrathechanism itself does not provide liquiditytie short term for funding SBA loans.

In December 2010, the SBA lender entered into amwelving loan agreement with Capital One, N.A. dip to $12,000,000 to be used to
fund the guaranteed portions of SBA loans and teepeaid with the proceeds of the sale in the sesmgnharket of those portions. Also, in
June 2011, the SBA lender entered into a new ravploan agreement with Capital One, N.A. for u$i®,000,000 to be used to fund the
unguaranteed portions of SBA loans and to be rep#fdthe proceeds of loan repayments from thedweers as well as excess cash flow of
NSBF. As a result of these two facilities, the SBBAder was able to increase the amount of loacenifund at any one tim
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In April 2010, the Company refinanced the existing of credit between Capital One and NTS intova jear term loan for $2,083,000.

Through February 28, 2011, the receivables finanamit, NBC, utilized a $10,000,000 line of creglibvided by Wells Fargo Bank to
purchase and warehouse receivables. On Februa®028, NBC entered into a three year line of creflitp to $10,000,000 with Sterling
National Bank which replaced the Wells Fargo limeDecember 2012, an amendment was signed provillatgupon the achievement
certain profitability levels, the maximum amounttioé line of credit under the Agreement can bedased from $10,000,000 to $15,000,000
at a later date upon NBC's request. The Amendmisntextended the maturity date from February 28420 February 28, 2016. There is no
cross collateralization between the Sterling legdarcility and the Capital One term loan and créatiflity; however, a default under the
Capital One term loan or line of credit will creat@ossibility of default under the Sterling linfecoedit. The availability of the Sterling line of
credit and the performance of the Capital One teans are subject to compliance with certain comehand collateral requirements as set
forth in their respective agreements, as wellraitdid restrictions on distributions or loans to @@mpany by the respective debtor, none of
which are material to the liquidity of the Compaiy.March 31, 2013, the Company and its subsidéaniere in full compliance with
applicable loan covenants. The Company guarantess toans for the subsidiaries up to the amoumpWwed; in addition, the Company
deposited $750,000 with Sterling to collateralize yjuarantee. In April 2012, the Company closetisg@0,000 credit facility with Summit
comprised of a $10,000,000 term loan, which wasvdrat closing, and a $5,000,000 delayed draw tean to be made upon the satisfaction
of certain conditions. The $5,000,000 second traraftthis loan will not be drawn by the CompanyeTands were used primarily for gene
corporate purposes including the origination of SBA) loans.

As of March 31, 2014, the Company’s unused sousEéquidity consisted of $313,000 available thrauits lines of credit, and $10,234,000
in unrestricted cash and cash equivalents.

Restricted cash of $10,569,000 as of March 31, 20pdimarily held in the Lending and the All Otrergments. The majority, or $6,370,000
of restricted cash, is related to NSBF, and inciu$i& 242,000 for a reserve in the event paymeetsaufficient to cover interest and/or
principal with respect to the securitization, add®,000 set aside for servicer and prepaid intéeest The remaining balance at NSBF of
$2,978,000 represents payments collected due tizipants and amounts owed to the SBA. The Compdsty has $2,187,000 in cash held in
the companies aggregating our all other segmemtntigority of which is held by PAY and representsninas held in the payroll escrow
account. The remaining balance of $2,012,000 ired®750,000 which collateralizes the Sterling bheredit, and other amounts providec
sponsoring banks in connection with credit carccpssing and by customers for insurance premium®anAR factoring business.

In summary, Newtek generated and used cash asvillo

Three
Months Ended
March 31,
(In thousands 2014 2013
Net cash provided by (used in) operating activi $ 7,82¢ $(2,527)
Net cash used in investing activiti (9,88¢) (7,309
Net cash (used in) provided by financing activi (21€) 7,60/
Net decrease in cash and cash equiva (2,274 (2,237
Cash and cash equivalents, beginning of pe 12,50¢ 14,22¢
Cash and cash equivalents, end of pe $10,23¢ $11,99¢

Net cash used in operating activities increasefiliy355,000 to cash provided of $7,828,000 fopvdod ended March 31, 2014, compa

to cash used in operations of $(2,527,000) fopméod ended March 31, 2014. The change primeaefigcts the operation of the SBA lender,
which originated $34,224,000 of SBA loans helddale and sold $34,955,000 of loans compared with288,000 originated and
$25,111,000 sold in the first three months of 2048 additional $4,876,000 of cash was provided thepassets in the current period that
mostly related to two loans that were funded, hditndt close during 2013 and were recorded to aiksets. An additional $1,491,000 was
provided through the fluctuation in the broker iigeable, which arises from loans traded by not sdthefore quarter end, and represents the
amount of cash due from the purchasing brokeratheunt varies depending on loan origination volame timing of sales and settlement at
quarter end.

Net cash used in investing activities includesuhguaranteed portions of SBA loans, the purchasieed assets, changes in restricted ¢
and activities involving investments in qualifieddinesses. Net cash used in investing activitiesedsed by $(2,578,000) to cash used of
$(9,886,000) for the period ended March 31, 20IMpared to cash used of $(7,308,000) for the pesrated March 31, 2013. The decrease
was due primarily to a greater amount of SBA loariginated for investment of $(11,385,000) for theee month period in 2014 compared
with $(7,640,000) in 2013 and a reduction in thenr of
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investments in qualified businesses which used®M2of cash in 2014 compared with a provision of000 in 2013. This total use of cash
in investing activities was partially offset by pagnts received on SBA loans which provided casp?gf59,000 in 2014 versus $1,201,00
the same period of 2013.

Net cash provided by financing activities primaiitgludes the net repayments on bank lines of teedtl notes payable as well
securitization activities. While the change in nestd cash related to securitization provided $21,000, and a reduction in the total amount
of repayments on bank lines of credit provided $2,800 of cash in the current period, the prioiqzeincluded a cash provision related to
Company’s March 2013 securitization transactiomlte®y in a current period reduction of $(20,86200n sum, net cash provided by
financing activities decreased by $7,820,000 td eesed of $(216,000) for the period ended MarcH2B14 from cash provided of $7,604,(
for the period ended March 31, 2013.

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 policieslanis and to continually monitor these risks ammdils by means of reliable administrative ¢
information systems and other policies and programs

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

Our lender depends on the availability of secondaayket purchasers for the guaranteed portion®8éf 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 mopected at this time, if such conditions
did recur our SBA lender would most likely cease&kimg new loans and could experience a substamihlation in profitability.

We do not have significant exposure to changingrést rates on invested cash which was approxiynd#€l,803,000 at March 31, 2014. We
do not purchase or hold derivative financial instamts 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 comiyguice risk.

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

institutions. Invested cash is held almost excleigiwat financial institutions with ratings from S&® A- or better. The Company invests cash
not held in interest free checking accounts or bankey market accounts mainly in U.S. Treasury-ambney market instruments or funds
and other investment-grade securities. As of M&1h2014, cash deposits in excess of FDIC and $iR@ance totaled approximately
$7,741,000 and funds held in U.S. Treasury-only eyanarket funds or equivalents in excess of SIRQrance totaled approximately
$11,000.
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Iltem 4. Controls and Procedures.

(a) Evaluation of Disclosure Controls and Procedures.

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

(b) Changein Internal Control over Financial Reporting.

No change in our internal control over financigdagiing occurred during the quarter ended Marchi2B14 that has materially affected, o
reasonably likely to materially affect, our interoantrol over financial reporting.

(c) Limitations.

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

Item 1. Legal Proceedings

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

Iltem 6. Exhibits

Exhibit No.
10.1
31.1

31.2

32.1

101.SCH¢
101.CALE
101.LABE
101.PRE

Description
Amendment to Employment Agreement with Craig J.rgtudated April 1, 201«

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

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

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

XBRL Taxonomy Extension Schema Docum

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

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

NEWTEK BUSINESS SERVICES, INC.

Date: May 12, 2014 By: /s/ Barry Sloane

Barry Sloane

Chairman of the Board, Chief Executive Officer
and Secretary

(Principal Executive Officer

Date: May 12, 2014 By: /s/ Jennifer Eddelson

Jennifer Eddelson
Chief Accounting Officer
(Principal Financial Officer and Principal AccourdiOfficer)
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Exhibit 10.1

NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Craig J. Brunet
As Amended

PREAMBLE . This Agreement entered into thistélay of April 2014, by and between Newtek Business/iges, Inc. (the “Company”)
and CRAIG J. BRUNET (the “Executive”), effective nmediately.

WHEREAS, the Executive is to be employed by the Companynasxacutive officer; and

WHEREAS, the parties have previously agreed to terms of eympént for the period ending March 31, 2015 whimhthis
Amendment, they wish to adjust; and

WHEREAS, the parties desire by this writing to set forth gmeployment 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) shall be treated as a Change in Control for
purposes of this Agreement unless it constitutehange in control event” within the meaning of &t 1.409A-3(i)(5) of the Treasury
Regulations promulgated under section 409A of titerhal Revenue Code of 1986, as amended (the “C(itle “Treasury Regulations”)

(c) “Code” shall mean the Internal Revenue Code of 1986, anded from time to time, and as interpreted thraaglicable
rulings and regulations in effect from time to time

(d) “Code §280G Maximum’hall mean the product of 2.0 and the Executiveast amount” as defined in Code §280G(b)(3).

(e)“ Company” shall mean Newtek Business Services, Inc., andaogessor to its intere:



(f) “ Common Stockshall mean common shares of the Company.
(9) “Effective Date” shall mean the date of execution referenced ifPtkamble 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 executinetions, 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 takfrapg action by the Company which
would directly or indirectly reduce any of such b#ts or deprive the Executive of any material geérbenefit enjoyed by him; (iv) the
assignment to the Executive of duties and respditieib 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, 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 “willfuihless he has acted, or failed to act, with anratgsef good faith and without a reasonable b
that his action or failure to act was in the bagtiiests of the Company.

(k) “Protected Period” shall mean the period that begins on the date sixtings 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 evirat
both occurs during the Protected Period and cemssitGood Reason, or (i) the termination by then@any 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 Blierdi and Chief Information Officer of the Compaiifze Executive
shall render such administrative and managemevicssrfor 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 repmthe 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 206000 per
annum, payable in cash not less frequently thartimhorAdditionally, the Board shall review, not fesften than annually, the rate of the
Executive’s salary and may decide to further insedais salary.

4. Cash Bonuses; Incentive Compensation

(a) The Board shall determine the Executive’s righteceive incentive compensation in the formastcbonuses and other
awards. No other compensation provided for in Agseement shall be deemed a substitute for suantive compensation. Cash bonuses
shall be awarded pursuant to the terms of the Cagip@&nnual Cash Bonus Plan, if one has been addptehe Board and if not, then by
action of the Board.

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

5. Other Benefits

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

(b) Executive Benefits; ExpenseBhe Executive shall participate in any fringe éf@s which are or may become available to the
Company’s senior management Executives, includingXample incentive compensation plans, club meshijes, and any other benefits
which are commensurate with the responsibilities famctions to be performed by the Executive unbisr Agreement. The Executive shall
be reimbursed for all reasonable out-of-pocketrmes expenses which he shall incur in connectitim lwis services under this Agreement
upon substantiation of such expenses in accordaitiee¢he policies of the Company.

6. Term. The Company hereby employs the Executive, an@&xeeutive hereby accepts such employment undeiiipieement, for th
period commencing on the Effective Date and endmd/larch 31, 2015 or such earlier date as is détexin accordance with Section 11
(the “Term”).

7. Loyalty; Noncompetition

(a) During the period of his employment hereundet except for illnesses, reasonable vacation pgriadd reasonable leaves of
absence, the Executive shall devote substantitilbysafull business time, attention, skill, andafts to the faithful performance of his duties
hereunder; provided, however, from time to timeg&xive may serve on the boards of directors af,faid any other offices or positions in,
companies or organizations, at the



request of the Company or which will not presemthie opinion of the Board, any conflict of interesth the Company or any of its
subsidiaries or affiliates, nor unfavorably affdw performance of Executive’s duties pursuanhi®Agreement, nor violate any applicable
statute or regulation. “Full business time” is lwrelefined as that amount of time usually devotelike companies by similarly situated
executive officers. During the Term of his employrhender this Agreement, the Executive shall nglagre in any business or activity
contrary to the business affairs or interests efGompany.

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

8. StandardsThe Executive shall perform his duties under &gseement in accordance with such reasonable atdads the Board
may establish from time to time. The Company withpde Executive with the working facilities ané8tcustomary for similar executives
and necessary for him to perform his duties.

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

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

(b) The Executive shall not receive any additiam@hpensation from the Company on account of higrato take a vacation, a
the Executive shall not accumulate unused vacéitmn one fiscal year to the next, except in eittese to the extent authorized by the Bo

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

(d) In addition, the Executive shall be entitlechtoannual sick leave benefit as established bBtized.

10. Indemnification The Company shall indemnify and hold harmlesschtiee from any and all loss, expense, or liabifitgt he may
incur due to his services for the Company as anefind or a director (including any liability heay ever incur under Code § 4999, or a
successor, as the result of severance benefitslleets pursuant to Sections 11 or 13), duringftitieTerm of this Agreement and shall at all
times maintain adequate insurance for such purposes



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

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

(b) Without Just CauseThe Board may, by written notice to the Executivenediately terminate his employment for a reason
other than Just Cause. In such event, the Execshialt be entitled to a total severance paymeet‘@everance Payment”) equal to one
(1) times the sum of (i) Executive’s base salargfiect at the time of termination, plus (ii) th@aunt of all compensation paid to Executive
under Section 4 hereof with respect to the immedigireceding fiscal year. The Severance Paymaeiilt Ish paid in equal installments over a
twelve (12) month period following the Executivéémination of employment, payable in accordandé trie Company’s regularly
scheduled payroll (the “Installment Payments”). ieltstallment Payment shall be treated as a seppegiment for purposes of Treasury
Regulations Section 1.409A-2(b)(2)(iii).

(c) Resignation by Executive with Good Reas®he Executive may at any time immediately term@remployment for Good
Reason, in which case the Executive shall be edtith receive the Severance Payment payable sathe manner and on the same basis as
provided for under Section 11(b) of the Agreemeudrua termination without Just Cause. In addittba,Executive will be entitled to health,
life, disability and other benefits which the Exéee would have been eligible to participate inotlngh the expiration of the Term based or
benefit levels substantially equal to those that@ompany provided for the Executive at the datemwhination of employment, subject to ¢
restrictions as may be required under Code Sedtdm

(d) Resignation by Executive without Good Reasbime Executive may voluntarily terminate employtneith the Company
during the term of this Agreement, upon at leasti®gs’ prior written notice to the Board of Direxdpin which case the Executive shall
receive only his compensation, vested rights, aretktive benefits up to the date of his terminatbemployment.

(e) Retirement, Death, or Disabilitylf the Executives employment terminates during the Term of thise&gnent due to his dea
a disability that results in his collection of adieypg-term disability benefits, or retirement atadter age 62, the Executive (or the beneficiaries
of his estate) shall be entitled to receive the pemsation and benefits that the Executive wouldmitse have become entitled to receive
pursuant to subsection (d) hereof upon a resigmatithout Good Reason.

(f) Termination or Non-Renewal Paymerit the Term of this Agreement is not extendedégbleast 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 etvbe shall be entitled to a Severance
Payment equal to one (1) times the



sum of (i) Executive’s base salary in effect attihee of termination, plus (ii) the amount of afirmpensation paid to Executive under
Section 4 hereof with respect to the immediategcpding fiscal year. The Severance Payment shalaloein equal installments over a
twelve (12) month period following the Executivéémination of employment, payable in accordandé trie Company’s regularly
scheduled payroll.

12. No Mitigation. The Executive shall not be required to mitigate amount of any payment provided for in this Agneat by seekin
other employment or otherwise, and no such paysteait be offset or reduced by the amount of anypgmmeation or benefits provided to the
Executive in any subsequent employment.

13. Change in ControlNotwithstanding any provision herein to the canyr if a Trigger Event occurs during the Proted®ediod, the
Executive shall be paid an amount no greater tharCode § 280G Maximum. If the Trigger Event ocausng the portion of the Protected
Period that is prior to the date of the Changeantfl, the amount payable shall be payable irsttlae manner and on the same basis as
provided for under Section 11(b) of the Agreemegrdrua termination without Just Cause. If the Triggeent occurs during the portion of t
Protected Period that is on or after the date ®hange in Control, the amount payable shall ebipa lump sum within ten (10) days of
his termination of employment.

14. Covenants
(a) Definitions. For purposes of this Agreement:

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

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

(iii) Covered BusinessThe term “Covered Businesshall mean (A) during the term, any business inctviihe Company
engaged and (B) after the Term, any business iohwihie Company was engaged as of the end of the. Ter

(iv) Covered State The term “Covered State” shall mean (A) during Tierm, any state in the United States and (BJ afte
the Term, any state (1) in which, as of the enthefTerm, the Company was engaged in businesg aitf2respect to which the Company
of the end of the Term, had expended material esgpand/or efforts in connection with preparing adbdisiness therein.

(b) Noninterference The Executive covenants and agrees that he otilhhany time during the Restrictive Period foratdver
reason, whether for his own account or for the antof any other person, firm, corporation or otbesiness organization: (i) interfere with
contractual relationships between the Company aga#its customers or employees; (ii) hire, oligbfor hire, any person who is employed
by the Company or any parent or subsidiary of they@any, without the express written consent ofGbenpany; or (iii) other than on behalf
of the Company, solicit any Covered Customer ofGlenpany in connection with the engagement, bygargon or entity, in any Covered
Business in any Covered State.



(c) Confidentiality. The Executive will not, at any time whether dgror after his termination of employment, (i) dissz to
anyone, without proper authorization from the Comypar (ii) use, for his or another’s benefit, amonfidential or proprietary information of
the Company or any parent or subsidiary of the Gowipwhich may include trade secrets, businessmanutlooks, financial data,
marketing or sales programs, customer lists, bfamdulations, training and operations manuals, potsl or price strategies, mergers,
acquisitions, and/or Company personnel issues.

(d) Blue Pencil; Equitable ReliefThe provisions contained in this Section 14 ahéotime periods, scope of activities, persons or
entities affected and territories restricted shaldeemed divisible so that if any provision camdiin this Section is determined to be invalid
or unenforceable, such provision shall be deemedified so as to be valid and enforceable to theeiktient lawfully permitted. The
Executive acknowledges that the provisions of 8gstion 14 are reasonable and necessary for theciom of the Company and that the
Company will be irrevocably damaged if such covasane not specifically enforced. Accordingly, teecutive agrees that if he breaches or
threatens to breach any of the covenants containiiis Section 14, the Company will be entitledt¢i damages sufficient to compensate the
Company for any harm to the Company caused theasb(ii) to specific performance and injunctiveatfor the purpose of preventing the
breach or threatened breach thereof without boradhar security or a showing that monetary damagisot provide an adequate remedy,
in addition to any other relief to which the Companay be entitled under this Agreement.”

15. Reimbursement for Litigation Expenses

In the event that any dispute arises between tleelive and the Company as to the terms or inteioa of this Agreement, whether
instituted by formal legal proceedings or otherwiseluding any action that the Executive takeeriorce the terms of this Agreement or to
defend against any action taken by the Companygxeeutive shall be reimbursed for all costs arukeeses, including reasonable attorneys’
fees, arising from such dispute, proceedings dor&t provided that the Executive shall obtaimalfjudgement by a court of competent
jurisdiction in favor of the Executive. Such reimbement shall be paid within ten (10) days of Ex&e’s furnishing to the Company written
evidence, which may be in the form, among othergsi of a cancelled check or receipt, of any coisexpenses incurred by the Executive.

16. Successors and Assigns

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

(b) Since the Company is contracting for the unigod personal skills of the Executive, the Exe@usikall be precluded from
assigning or delegating his rights or duties hedenmvithout first obtaining the written consentllo# Company.
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17. Corporate Authority Company represents and warrants that the exacatid delivery of this Agreement by it has beery éuld
properly authorized by the Board and that when@z@ted and delivered this Agreement shall cortstitue lawful and binding obligation of
the Company.

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

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

20. Severability The provisions of this Agreement shall be dees®ctrable and the invalidity or unenforceabilityaafy provision
shall not affect the validity or enforceability thie other provisions hereof.

21. Entire AgreementThis Agreement, together with any understandingnodifications thereof as agreed to in writingthg parties,
shall constitute the entire agreement betweendhigeg hereto with respect to the matters addresmseédshall supercede all previous
agreements with respect to such matters.

22. Tax Matters All payments or benefits provided under this Agment are subject to any applicable employmeraowithholdings
or deductions. In addition, the parties hereby adhat it is their intention that all payments enbfits provided under this Agreement be
exempt from, or if not so exempt, comply with, C@kxtion 409A and this Agreement shall be integareiccordingly. Notwithstanding
anything in this Agreement to the contrary, if g@@yments or benefits made or provided under thedmgent are considered deferred
compensation subject to Code Section 409A payabkcoount of Employee’s separation from servicé {fisat do not meet an exemption
under Code Section 409A, including without limitetithe short term deferral or the separation pay pkemption), such payments or ben
shall be paid no earlier than the date that ig&ixnonths following Employee’s separation fromvéee (or, if earlier, the date of death) to the
extent required by Code Section 409A.

[signatures on following page]
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IN WITNESS WHEREOF, the parties have executedAlgieement on the day and year first hereinabovtemri
Witnessed by NEWTEK BUSINESS SERVICES, INC.

/s/ Halli Razon By: /s/ Barry Sloane

Its Chief Executive Office
Witnessed by

/sl Kristy Bishop By: /s/ Craig J. Brunet

Craig J. Brune



Exhibit 31.1

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

I, Barry Sloane, certify that:

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

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

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

this report;

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

a)

b)

d)

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

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

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

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

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

a)

b)

Dated: May 12, 2014

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

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

/sl Barry Sloane
Barry Sloane
Principal Executive Office




Exhibit 31.2

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

I, Jennifer Eddelson, certify that:

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

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

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

this report;

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

a)

b)

d)

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

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

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

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

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

a)

b)

Dated: May 12, 2014

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

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

/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, 2014 (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, twhezficer's knowledge:

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

/sl Barry Sloane
Barry Sloane
Principal Executive Office

/s/ Jennifer Eddelson
Jennifer Eddelso
Principal Financial Office

Dated: May 12, 201



