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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 June 30, 2012
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 chaetr)

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

Registrant’s telephone number, including area codg212) 356-9500

Indicate by check mark whether the registranth@g filed all reports required to be filed by Sexcti3 or 15(d) of the Securities Exchange Act
of 1934 during the past 12 months (or for such telngreriod that the registrant was required todileh reports) and (2) has been subject to
filing requirements for the past 90 days. Y&d No O

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpovegbsite, if any, every Interactive Data |
required to be submitted and posted pursuant te Rb of Regulation $-(Section 232.405 of this chapter) during the pdiétg 12 months (i
for such shorter period that the registrant wasired to submit and post such files). Y&d No O

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

Large accelerated fil O Accelerated filel O
Non-accelerated file [ Smaller reporting compa

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act). Yes[O No
As of July 30, 2012, there were 35,253,647 of tbenBany’s Common Shares outstanding.
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ltem 1. Financial Statements.

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(In Thousands, except for Per Share Data)

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011

Operating revenues $32,33¢  $32,32: $63,060 $62,84¢
Net change in fair value ¢

SBA loans (569) (2,68¢) (663) (3,85%)

Warrant liability (111) — (111 —

Credits in lieu of cash and notes payable in csaditieu of casl 5 1 41 76

Total net change in fair valt (675) (2,685 (7339) (3,782

Operating expense

Electronic payment processing ca 17,84¢ 17,62¢ 34,73( 34,72

Salaries and benefi 5,43 5,52¢ 11,118 10,70¢

Interest 1,13¢ 804 1,97: 1,85¢

Depreciation and amortizatic 711 1,02¢ 1,512 2,05¢

Provision for loan losse 154 73 264 86

Other general and administrative cc 4,44¢ 4,44: 8,70i 8,65¢

Total operating expens 29,73 29,50 58,29¢ 58,09:

Income before income tax 1,93( 13€ 4,03t 97C
Provision for income taxe 72¢€ 447 1,522 80¢
Net income (loss 1,204 (311 2,51: 167
Net income attributable to n-controlling interest: 29 24 23 55
Net income (loss) attributable to Newtek Business/iges, Inc $123: $ (287) $ 253 $ 227
Weighted average common shares outstar- basic 35,92: 35,71¢t 35,85: 35,69¢
Weighted average common shares outstan- diluted 36,88 35,71¢ 36,53¢ 36,35(
Earnings (loss) per sha- basic and dilute $ 00 $ (00 $ 007 $ 0.01

See accompanying notes to these unaudited condeossdlidated financial statements.
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NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
JUNE 30, 2012 AND DECEMBER 31, 2011
(In Thousands, except for Per Share Data)

ASSETS

Cash and cash equivalents (includes $2,850 and:$pectively, related to VIE

Restricted cas

Broker receivablt

SBA loans held for investment, net (includes $18,a8d $15,217, respectively, related to securitnatust
VIE; net of reserve for loan losses of $2,380 a2@@0, respectively

SBA loans held for investment, at fair value (ird#s $24,004 and $19,617, respectively, relats
securitization trust VIE

Accounts receivable (net of allowance of $633 aB@S$ respectively

SBA loans held for sale, at fair val

Prepaid expenses and other assets, net (inclug23554dnd $1,211, respectively, related to secatibn trust
VIE)

Servicing asset (net of accumulated amortizatiahallowances of $6,322 and $5,964, respectiv

Fixed assets (net of accumulated depreciation amattization of $12,942 and $16,463, respectiv

Intangible assets (net of accumulated amortizaidfdbl 3,585 and $13,226, respective

Credits in lieu of cas

Goodwill

Deferred tax asset, n

Total asset

LIABILITIES AND EQUITY

Liabilities:
Accounts payable and accrued expel
Notes payabli
Note payable securitization trust VIE
Deferred revenu
Notes payable in credits in lieu of ce
Warrant liability
Total liabilities
Commitments and contingenci
Equity:
Newtek Business Services, Inc. shareho’ equity:

Preferred shares (par value $0.02 per share; azglolol,000 shares, no shares issued and

outstanding
Common shares (par value $0.02 per share; autlddbi2®00 shares, 36,913 and 36,

issued respectively; 35,200 and 35,702 outstand@spectively, not including 83 shares

held in escrow
Additional paic-in capital
Retained earnings (includes $1,466 and $0, resgéygtirelated to consolidation of VIE on
January 1, 201z
Treasury shares, at cost (1,713 and 999 sharggataely)
Total Newtek Business Services, Inc. shareha’ equity
Non-controlling interest:
Total equity
Total liabilities and equit'

December 31

June 30,
2012 2011
Unauditec (Note 1)
$ 23,06! $ 11,36:
8,93¢ 14,06¢
5,64: 4,911
17,07t 18,55¢
31,41( 21,85]
12,77¢ 10,49:
1,78: 2,19¢
9,28t 11,76:
3,831 3,42(
2,841 2,85:
1,08¢ 1,42(
11,552 16,94¢
12,09: 12,09:
1,61 72
$142,99: $ 132,0L(
$ 12,99¢ $ 14,19¢
26,63 13,56¢
24,25 26,36¢
1,484 1,63¢
11,552 16,94¢
2,07( —
78,98¢ 72,71:
73€ 734
58,34+ 57,96(
4,04 45
(1,467) (620)
61,65¢ 58,11¢
2,34¢ 1,18(
64,00¢ 59,29¢
$142,99: $ 132,01(

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 SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(In Thousands)
2012
Cash flows from operating activitie
Net income $ 2,51
Adjustments to reconcile net income to net caskigea by operating activitie:
Income from tax credit (319
Accretion of interest expen: 36C
Fair value adjustments on SBA loe 662
Fair value adjustment on warrant liabil 111
Fair value adjustment of credits in lieu of cast antes payable in credits in lieu of ci (42)
Deferred income taxe (2,545
Depreciation and amortizatic 1,51z
Provision for loan losse 264
Other, ne 451
Changes in operating assets and liabilit
Originations of SBA loans held for se (34,68¢)
Originations of SBA loans transferred, subject ienpium recours —
Proceeds from sale of SBA loans held for : 35,01¢
Proceeds from sale of SBA loans, achieving sates —
Liability on SBA loans transferred, subject to piem recourse —
Broker receivabli (739)
Accounts receivabl (2,349
Prepaid expenses, accrued interest receivablethnd asset 3,39(
Accounts payable, accrued expenses and deferredue (1,21¢)
Other, ne (1,049
Net cash provided by operating activit 2,34¢
Cash flows from investing activitie
Return of investments in qualified busines 101
Purchase of fixed assets and customer merchantats (813)
SBA loans originated for investment, 1 (10,929
Payments received on SBA loe 2,08¢
Change in restricted ca 36¢€
Purchase of nc-controlling interes —
Net cash used in investing activiti (9,18))

See accompanying notes to these unaudited condeossdlidated financial statements.

5



Table of Contents

NEWTEK BUSINESS SERVICES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
FOR THE SIX MONTHS ENDED JUNE 30, 2012 AND 2011 (COITINUED)

2012 2011
Cash flows from financing activitie
Net borrowings on bank lines of cre $ 5167 $ 3,811
Increase in cash due to consolidation of 2,76: —
Proceeds from term lo¢ 10,00( —
Payments on bank term note paye (208) (20§)
Change in restricted cash due to debt refinan — (750
Change in restricted cash related to securitize 5,041 3,05¢
Payments on senior not (2,22¢) (1,209
Additions to deferred financing cos (1,257%) —
Purchase of treasury sha (92€) —
Other 182 (305)
Net cash provided by financing activiti 18,534 4,39i
Net increase in cash and cash equival 11,69¢ 1,31¢
Cash and cash equivale—beginning of periot 11,36 10,38:
Cash and cash equivale—end of perioc $23,067  $11,70:
Supplemental disclosure of cash flow activities
Reduction of credits in lieu of cash and notes pbya credits in lieu of cash balances due toveeyi of tax credits t
Certified Investor: $ 6,167  $11,10!
Addition to assets and liabilities on January 11 28s a result of consolidation of interests indhgntial of New York
LLC
Assets $ 276 $ —
Liabilities $ 7 —
Equity $ 2,75¢€ —
Additions to additional paid -capital for warrants expired previously attributabd noi-controlling interest: $ 33 $ —
Additions to nor-controlling interests as a result of consolidatidmajority owned subsidiar $2291 $ —
Issuance of warrat $195¢ & —

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

NOTE 1 — DESCRIPTION OF BUSINESS AND BASIS OF PRESETATION:

Newtek Business Services, I. (“Newtek” or the “Company”) is a holding company &everal wholly- and majority-owned subsidiaries,
including twelve certified capital companies whante referred to as Capcos, and several portfoliopemies in which the Capcos own non-
controlling or minority interests. The Company gdo®s a “one-stop-shop” for business services teithall- and mediunsized business marl
and uses state of the art web-based proprietamntdagy to be a low cost acquirer and providerrofdoicts and services. The Company
partners with companies, credit unions, and asgon#to offer its services.

The Company’s principal business segments are:

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

Managed Technology SolutionsCrystalTech Web Hosting, Inc., d/b/a Newtek TecbhgglServices (“NTS")pffers shared and dedicated v
hosting, data storage and backup services, cloomgbating plans and related services to the smadl-raedium-sized business market.

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

All Other: Businesses formed from investments made througledCapgrams and others which cannot be aggregathdther operating
segments, including insurance and payroll procgssin

Corporate Activities: Corporate implements business strategy, direct&etiag, provides technology oversight and guidacoerdinates and
integrates activities of the segments, contracts alliance partners, acquires customer oppores)ifind owns our proprietary NewTracker™
referral system. This segment includes revenuesapdnses not allocated to other segments, includtegest income, Capco management fee
income and corporate operations expenses.

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

The condensed consolidated financial statementewoftek, its subsidiaries and consolidated entitiekided herein have been prepared by the
Company in accordance with accounting principlesegally accepted in the United States of Americdiaclude all wholly- and majority-
owned subsidiaries, and several portfolio compaini@ghich the Capcos own non-controlling minorityarests, or those variable interest
entities of which Newtek is considered to be tHenpry beneficiary. All inter-company balances arahsactions have been eliminated in
consolidation. Non-controlling interests (previgushown as minority interest) are reported belowimeome (loss) under the headinget los:
attributable to non-controlling interests” in theawdited condensed consolidated statements oftopeand shown as a component of equity
in the condensed consolidated balance sheets. 8géAblcounting Standards in Note 2 to the Conde@mtsolidated Financial Statements for
further discussion.

The Company determined that it was the primary fieiaey of an affiliated Capco company, ExponentdNew York, LLC (“Expo”),

resulting from an ownership change pursuant toaifmer of the LLC agreement and its ability to dirtee activities of Expo that most
significantly impact the entity’s economic perfomnea. The Company now includes Expo as a consotidetgable interest entity effective
January 2012, and holds a 39% interest in Expordhmaining 61% is held by non-affiliates and ismoted for as non-controlling interest. As
a result of the consolidation, a cumulative effadjustment to equity was required to recognizeptieeiously recognized interest in the newly
consolidated subsidiary. In addition, the Compaimygening cash and accounts payable increased B§%200 and $7,000, respectively,
reflecting the opening balance of Expo’s assetsliabdities. The opening equity was adjusted dbfes:
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Number Number
of Common Additional of Non-
Common Retained Treasury Treasury controlling
Shares Paid-in
(In thousands Shares (at par) Capital Earnings Shares Shares Interest Total
Balance at December 31, 2C 36,70: $ 734 $57,96( $ 45 99¢ $ (620) $ 1,18( $59,29¢
Cumulative effect adjustment to opening equity as a
result of Expo consolidatic — — — 1,46¢ — — 2,29( 3,75¢€

Adjusted balance at January 1, 2( 36,70 $ 734 $57,96( $1,517 99¢ $ (620) $ 3,47C $63,05¢

The accompanying notes to unaudited condensed lideiga financial statements should be read inwetjon with Newtek’s 2011 Annual
Report on Form 10-K. These financial statementeHhmeen prepared in accordance with instructiof®ton 10€Q and Article 10 of Regulatic
S-X and, therefore, omit or condense certain foesand other information normally included in fio&l statements prepared in accordance
with accounting principles generally accepted i thmited States. In the opinion of managemengdjlistments, consisting of normal recur
items, considered necessary for a fair presentatiee been included. The results of operationarfidnterim period may not give a true
indication of the results for the entire year. Thecember 31, 2011 condensed consolidated balaeet Isas been derived from the audited
financial statements of that date but does notelall disclosures required by accounting priresglenerally accepted in the United States of
America.

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

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES:
Use of Estimates

The preparation of consolidated financial stateméntonformity with accounting principles geneyaltcepted in the United States of Ame
requires management to make estimates and assasiiat affect the reported amounts of assetsiabitities and disclosures of contingent
assets and liabilities at the date of the constddifinancial statements, and the reported amafrresvenue and expense during the reporting
period. The level of uncertainty in estimates asslaptions increases with the length of time dh#&lunderlying transactions are complete.
The most significant estimates are with respewettaation of investments in qualified businessesetimpairment valuation, allowance for
loan losses, valuation of servicing assets, chhegk-reserves, tax valuation allowances and the/édile measurements used to value certain
financial assets and financial liabilities. Actwasults could differ from those estimates.

During the six months ended June 30, 2012, the @ompevised its estimate for the amortization pkdbthe servicing asset. Please see Note
5 to the Condensed Consolidated Financial Statenient full discussion.

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

Electronic payment processing revenueElectronic payment processing and fee income iwe@ifrom the electronic processing of credit and
debit card transactions that are authorized antlisaghthrough third-party networks. Typically, mieaats are charged for these processing
services on a percentage of the dollar amountdf gansaction plus a flat fee per transactionta@emerchant customers are charged
miscellaneous fees, including fees for handlinggldacks or returns, monthly minimum fees, staterfeees and fees for other miscellaneous
services. Revenues derived from the electronicqesiog of MasterCar®l and ViSa sourced credit abit dard transactions are reported
gross of amounts paid to sponsor banks.

Web hosting revenue:Managed technology solutions revenue is primardgivéed from monthly recurring service fees for tise of its web
hosting, web design and software support servicastomer setip fees are billed upon service initiation andraeognized as revenue over
estimated customer relationship period of 2.5 ydgayment for web hosting and related serviceduditg cloud plans, is generally received
one month to one year in advance. Deferred revemrapessent customer payments for web hosting dateteservices in advance of the
reporting period date. Revenue for cloud relatedises is based on actual consumption used bywaastomer.

8
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Income from tax credits: Following an application process, a state will fyoéi company that it has been certified as a Caple.state or
jurisdiction then allocates an aggregate dollar amhof tax credits to the Capco. However, such armh@uneither recognized as income
otherwise recorded in the financial statementsesihbas yet to be earned by the Capco. The Capentitled to earn tax credits upon satisfy
defined investment percentage thresholds withigifipd time requirements. Newtek has Capcos opwegati five states and the District of
Columbia. Each statute requires that the Capcostravéhreshold percentage of “certified capitafie(funds provided by the insurance company
investors) in businesses defined as qualified withe time frames specified. As the Capco meetethequirements, it avoids grounds under
the statute for its disqualification for continugalticipation in the Capco program. Such a disdjoation, or “decertification” as a Capco
results in a permanent recapture of all or a portibthe allocated tax credits. The proportionraf possible recapture is reduced over time as
the Capco remains in general compliance with tiognam rules and meets the progressively increasirestment benchmarks. As the Capco
progresses in its investments in Qualified Busiesssd, accordingly, places an increasing propodfdhe tax credits beyond recapture, it
earns an amount equal to the non-recapturabler¢aiits and records such amount as income, withrre@gmonding asset called “credits in lieu
of cash” in the balance sheet.

The amount earned and recorded as income is detedrby multiplying the total amount of tax creditkdcated to the Capco by the percent

of tax credits immune from recapture (the earnedrme percentage) at that point. To the extenttbeinvestment requirements are met ahead
of schedule, and the percentage of non-recaptutakleredits is accelerated, the present valubefdx credit earned is recognized currently
and the asset, credits in lieu of cash, is accnepetd the amount of tax credits deliverable todésified investors. The obligation to deliver tax
credits to the certified investors is recorded ates payable in credits in lieu of cash. On the da¢ tax credits are utilizable by the certified
investors, the Capco decreases credits in lieasl gvith a corresponding decrease to notes payabtedits in lieu of cash.

Sales and Servicing of SBA LoandNSBF originates loans to customers under the SBfynam that generally provides for SBA guarantees of
50% to 85% of each loan, subject to a maximum guaesamount. This guaranteed portion is generaltyt® a third party via an SBA
regulated secondary market transaction utilizinh$®rm 1086 for a price equal to the guaranteed Braount plus a premium that includes
both an upfront cash payment and the fair valueitofe net servicing income. Prior to October 11@0NSBF recognized the revenue item
“Premium on loan sales” net of capitalized loanenges and the discount on the retained unguaraptetdn; subsequent to the adoption of
fair value of SBA 7(a) loans on October 1, 2010BRSecognizes premium on loan sales as equal toasie premium plus the fair value of-
servicing income. Revenue is recognized on theetdade of the guaranteed portion, except as desthiblow.

Upon recognition of each loan sale, the Comparginstservicing responsibilities and receives sargiéees of a minimum of 1% of the
guaranteed loan portion sold. The Company is reduin estimate its adequate servicing compensatithre calculation of its servicing asset.
The purchasers of the loans sold have no recoortbetCompany for failure of customers to pay ant®eontractually due.

Subsequent measurements of each class of sereisgmgs and liabilities may use either the amoitimahethod or the fair value measurement
method. NSBF has chosen to apply the amortizatiethad to its servicing asset, amortizing the aissptoportion to, and over the period of,
the estimated future net servicing income on traedging sold guaranteed portion of the loans askssing the servicing asset for impairn
based on fair value at each reporting date. Iretleat future prepayments are significant or impairta are incurred and future expected cash
flows are inadequate to cover the unamortized siwyiassets, additional amortization or impairnwrerges would be recognized. In
evaluating and measuring impairment of servicirgetss NSBF stratifies its servicing assets basegeanof loan and loan term which are the
key risk characteristics of the underlying loanlsodhe Company uses an independent valuationajsdo estimate the fair value of the
servicing asset by calculating the present valuestimated future net servicing cash flows, usisguanptions of prepayments, defaults,
servicing costs and discount rates that NSBF betienarket participants would use for similar assENSBF determines that the impairment
for a stratum is temporary, a valuation allowarsceecognized through a charge to current earnimghé amount the amortized balance
exceeds the current fair value. If the fair valfi¢he stratum were to later increase, the valuatitowance may be reduced as a recovery.
However, if NSBF determines that impairment fotratsim is other than temporary, the value of theisig asset and any related valuation
allowance is written-down.

Interest and SBA Loan Feeslinterest income on loans is recognized as earngahd are placed on non-accrual status if they ex@éalays

past due with respect to principal or interest amdhe opinion of management, interest or prinkcgraindividual loans is not collectible, or at
such earlier time as management determines thabilextability of such principal or interest islikely. Such loans are designated as impaired
non-accrual loans. All other loans are definedexfopming loans. When a loan is designated as iragaion-accrual, the accrual of interest is
discontinued, and any accrued but uncollectedésténcome is reversed and charged against cuspemétions. While a loan is classified as
impaired non-accrual and the future collectabititythe recorded loan balance is doubtful, collewtiof interest and principal are generally
applied as a reduction to principal outstanding.
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The Company passes certain expenditures it inoufsetborrower, such as force placed insuranceaffioent funds fees, or fees it assesses,
such as late fees, with respect to managing thre Ibaese expenditures are recorded when incurred.t®the uncertainty with respect to
collection of these passed through expendituressessed fees, any funds received to reimbursedtimpany are recorded on a cash basis as
other income.

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

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

» Receivable fee:Receivable fees are derived from the funding (paseh of receivables from finance clients. NBC rexdzegs the revenu
on the date the receivables are purchased at ariage of face value as agreed to by the clierd.démpany also has arrangements with
certain of its clients whereby it purchases thentls receivables and charges a fee at a specitedased on the amount of funds
advanced against such receivables. The funds @d\cde collateralized and the interest incomedsgrized as earne

» Late feeslate fees are derived from receivables NBC hashased that have gone over a certain period (usoedly 30 days) withot
payment. The client or the client’s customer isrgbd a late fee according to the agreement witltlibat and NBC records the fees as
income in the month in which such receivable becopast due

» Billing fees:Billing fees are derived from billing-only (non-fimce) clients. These fees are recorded when eamhéch occurs when the
service is rendere:

» Other feesThese fees include annual fees, due diligence feesjnation fees, under minimum fees, and othes facluding financ
charges, supplies sold to clients, NSF fees, weies find administration fees. These fees are chapgedfunding, takeovers or liquidati
of finance clients. The Company also receives caginin revenue from various sourc

The detail of total operating revenues includethancondensed consolidated statements of operasi@ssfollows for the three and six months
ended:

Three months Six months

ended June 30: ended June 30:
(In thousands): 2012 2011 2012 2011
Electronic payment processing $21,37: $20,71¢ $41,98¢ $40,80!
Web hosting and desic 4,56¢ 4,767 9,26: 9,59¢
Premium incomt 2,41¢ 4,25¢ 4,80¢ 7,272
Interest incomt 817 64t 1,53¢ 1,371
Servicing fee incom— NSBF portfolio 49¢ 352 97¢ 71¢
Servicing fee incom- external portfolios 1,47¢ 377 2,07t 652
Income from tax credit 12¢ 317 31¢ 63C
Insurance commissior 31¢ 26¢ 63C 52t
Other income 74€ 625 1,47: 1,28(
Totals $32,33¢ $32,32: $63,06" $62,84¢

10



Table of Contents

Electronic Payment Processing Costs

Electronic payment processing costs consist pratlgipf costs directly related to the processingnefrchant sales volume, including
interchange fees, VISA and MasterCard dues andgsissats, bank processing fees and costs paid-depaity processing networks. Such
costs are recognized at the time the merchantactings are processed or when the services arerpexfl. Two of the most significant
components of electronic processing expenses iadghtdrchange and assessment costs, which arg e bredit card associations.
Interchange costs are passed on to the entitynig$he credit card used in the transaction andsassnt costs are retained by the credit card
associations. Interchange and assessment feesledepbimarily as a percent of dollar volume presed and, to a lesser extent, as a per
transaction fee. In addition to costs directly tedbto the processing of merchant sales volumetreldc payment processing costs also include
residual expenses. Residual expenses represemidieet® third-party sales referral sources. Redid¥penses are paid under various formulae
as contracted. These are generally linked to reaederived from merchants successfully referradedCompany and that begin using the
Company for merchant processing services. Suctiuakéxpenses are recognized in the Company’s osedeconsolidated statements of
operations.

Restricted Cash

Restricted cash includes cash collateral relatng letter of credit; monies due on SBA loan-relatmittances and insurance premiums
received by the Company and due to third partieshdheld by the Capcos restricted for use in magaaid operating the Capco, making
qualified investments and for the payment of incdenees; cash held in a pre-funding account whidhbei used to purchase future
unguaranteed portions of SBA 7(a) loans, cashvesernd prepaid interest associated with the semtibn, and a cash account maintained as
a reserve against chargeback losses. Followingisranary of restricted cash by segment:

(In thousands) June 30, 201 December 31, 201
Electronic payment processi $ 382 $ 284
Small business financ 4,33¢ 9,107
All other 20 11C
Corporate activitie 1,06¢ 1,064
Capcos 3,134 3,501
Totals $ 8,93¢ $ 14,06¢

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

Purchased Receivables

For clients that are assessed fees based on aidisparchased receivables are recorded at the jpdiime when cash is released to the seller.
For clients that are on a Prime plus fee schedet®ivables are considered purchased when thecesaire submitted to NBC. A majority of
the receivables purchased have recourse and aigedhiaack to the seller if aged over 90 or 120 ddgpending on contractual agreements.
Purchased receivables are included in accounté/eddte on the condensed consolidated balance sheets

Investments in Qualified Businesses

The various interests that the Company acquirdés igualified investments are accounted for unbesd methods: consolidation, equity met
and cost method. The applicable accounting methgemerally determined based on the Company’sgatierest or the economics of the
transaction if the investee is determined to baréble interest entity.

Consolidation Methodnvestments in which the Company directly or indilye owns more than 50% of the outstanding votiegusities, those
the Company has effective control over, or thosam to be a variable interest entity in whichGeenpany is the primary beneficiary are
generally accounted for under the consolidatiorhabf accounting. Under this method, an investiedimancial 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 returnsrodigpal, dividends, interest received and investtmedemptions. The results of operations
cash flows of a consolidated operating entity acduided through the latest interim period in whilke Company owned a greater than 50%
direct or indirect voting interest,
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exercised control over the entity for the entireiim period or was otherwise designated as thearsi beneficiary. Upon dilution of control
below 50%, or upon occurrence of a triggering eveqtiring reconsideration as to the primary bexafy of a variable interest entity, the
accounting method is adjusted to the equity or owthod of accounting, as appropriate, for subsetperiods.

Equity MethodInvestments that are not consolidated, but oveckttie Company exercises significant influence aamunted for under the
equity method of accounting. Whether or not the @any exercises significant influence with respedr investee depends on an evaluation
of several factors including, among others, reprg®n on the investee’s Board of Directors anchemship level, which is generally a 20% to
50% interest in the voting securities of the ineesincluding voting rights associated with the @amy’s holdings in common, preferred and
other convertible instruments in the investee. Witkde equity method of accounting, an investeet®ants are not reflected within the
Company’s condensed consolidated financial statesnbowever, 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 consotidair the equity method of accounting are accoufaednder the cost method
of accounting. Under this method, the Company’sesbéthe net earnings or losses of such investrisntot included in the Company’s
condensed consolidated financial statements. Howewst method impairment charges are recognizedeeessary, in the Company’s
condensed consolidated financial statements.dfinistances suggest that the value of the investesubsequently recovered, such recove
not recorded until ultimately liquidated or reatize

The Company’s debt and equity investments havetauotially been made with funds available to Newtglough the Capco programs. These
programs generally require that each Capco meéhianom investment benchmark within five years dfial funding. In addition, any funds
received by a Capco as a result of a debt repayaraguity return may, under the terms of the Cagograms, be reinvested and counted
towards the Capcos’ minimum investment benchmarks.

Securitization Activities

NSBF engaged in two securitization transactionhefunguaranteed portions of its SBA 7(a) loarnZ0ih0 and 2011. Because the transfe
these assets to the Newtek Small Business Loart Z0d9€-1 (the “Trust”), a variable interest en{ityIE”), did not meet the criteria of a sale,
it was treated as a secured borrowing. NSBF coes$ina recognize the assets of the VIE in loans feelthvestment and the associated
financing of the VIE in notes payable on the accanmying condensed consolidated balance sheets.

The liabilities recognized as a result of consdlitathe VIE do not represent additional claimstlom Company’s general assets; rather, they
represent claims against the specific assets dflBeConversely, assets recognized as a resabgolidating the VIE do not represent
additional assets that could be used to satisfynslagainst the Company’s general assets. All@Bssets and the liabilities of the VIE are
presented parenthetically on the accompanying ew®ateconsolidated balance sheets.

Share - Based Compensation

All share-based payments to employees are recadjimizihe financial statements based on their falu&s using an option-pricing model at the
date of grant. The Company recognizes compensatianstraight-line basis over the requisite serpegod for the entire award. The
Company has elected to adopt the alternative tiransnethod for calculating the tax effects of shbased compensation. The alternative
transition method includes a simplified method dtablish the beginning balance of the addition&l{racapital pool related to the tax effects
of employee share-based compensation, which isadi@aito absorb tax deficiencies.

Fair Value

The Company adopted the methods of fair value hioevids financial assets and liabilities. The Compaarries its credits in lieu of cash,
prepaid insurance and notes payable in crediigindf cash at fair value, as well as its warrdiatyility. In addition, the Company elected on
October 1, 2010 to fair value its SBA loans heldifvestment and SBA loans held for sale. The Camzdso carries impaired loans and other
real estate owned at fair value. Fair value is tha@sethe price that would be received to sell aetar paid to transfer a liability in an orderly
transaction between market participants at the areasent date. In order to increase consistencycangparability in fair value measurements,
the Company utilized a fair value hierarchy thaogitizes observable and unobservable inputs usedeasure fair value into three broad le
which are described below:
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Level 1 Quoted prices in active markets for identical assetiabilities. Level 1 assets and liabilitieslude debt and equity securities ¢
derivative contracts that are traded in an actiahange market, as well as certain U.S. TreastimgrdJ.S. Government and agency
mortgag-backed debt securities that are highly liquid aredatively traded in ov-the-counter markets

Level 2 Observable inputs other than Level 1 prices, ssajuated prices for similar assets or liabilitiggpted prices in markets that are not
active; or other inputs that are observable orteanorroborated by observable market data for anbatly the full term of the assets
or liabilities. Level 2 assets and liabilities inde debt securities with quoted prices that adettdess frequently than exchange-
traded instruments and derivative contracts whaseevis determined using a pricing model with irgptiiiat are observable in the
market or can be derived principally from or cowrdted by observable market data. This categorgrgéiy includes certain U.S.
Government and agency mortgage-backed debt sesyigbrporate debt securities, derivative contrastsresidential mortgage
loans hel-for-sale.

Level 2 Unobservable inputs that are supported by littlammarket activity and that are significant to thie value of the assets or liabiliti
Level 3 assets and liabilities include financiatmments whose value is determined using pricingets, discounted cash flow
methodologies, or similar techniques, as well agrimments for which the determination of fair vatequires significant managem:
judgment or estimation. This category generallyudes certain private equity investments, retairesitiual interests i
securitizations, residential mortgage servicingptsgand highly structured or lo-term derivative contract

Income Taxes

Deferred tax assets and liabilities are computegdbaipon the differences between the financiabstant and income tax basis of assets and
liabilities using the enacted tax rates in effectthe year in which those temporary differenceseagpected to be realized or settled. If available
evidence suggests that it is more likely than hat some portion or all of the deferred tax assétsiot be realized, a valuation allowance is
required to reduce the deferred tax assets torttoeiat that is more likely than not to be realized.

The Company’s U.S. Federal and state income taxmefprior to fiscal year 2007 are closed and mament continually evaluates expiring
statutes of limitations, audits, proposed settldsyazhanges in tax law and new authoritative rding

Accounting for Uncertainty in I ncome Taxes

The ultimate deductibility of positions taken opexted to be taken on tax returns is often ungertaiorder to recognize the benefits
associated with a tax position taken (i.e., geheeatleduction on a corporation’s tax return), éngity must conclude that the ultimate
allowability of the deduction is more likely thaotnlf the ultimate allowability of the tax positiexceeds 50% (i.e., it is more likely than not),
the benefit associated with the position is recogghiat the largest dollar amount that has more @06 likelihood of being realized upon
ultimate settlement. Differences between tax pms#titaken in a tax return and recognized will galheresult in (1) an increase in income
taxes currently payable or a reduction in an inctemeefund receivable or (2) an increase in ardefietax liability or a decrease in a deferred
tax asset, or both (1) and (2).

Concentrations of Credit Risk

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

The Company sells its services to businesses thmughe United States. The Company performs omgaoiedit evaluations of its customers’
financial condition and, generally, requires caltat, such as accounts receivable and/or othetsasfthe client, whenever deemed necessary.
For the three and six months ended June 30, 2012@1, no single customer accounted for 10% oernbthe Company’s revenue, or of
total accounts receivable at June 30, 2012 andrbleee31, 2011.

Fair Value of Financial | nstruments

As required by the Financial Instruments Topichef FASB ASC, the estimated fair values of finaniatruments must be disclosed.
Excluding fixed assets, intangible assets, goodaiitl prepaid expenses and other assets (excladingted below), substantially all of the
Company’s assets and liabilities are considereghfital instruments as defined under this standzai.value estimates are subjective in nature
and are dependent on a number of significant assomspassociated with each instrument or grouproflar instruments, including estimates

of discount rates, risks associated with spedifiarfcial instruments, estimates of future cash §land relevant available market information.
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The carrying values of the following balance shishs approximate their fair values primarily dodheir liquidity and short-term or
adjustable-yield nature:

e Cash and cash equivalel

* Restricted cas

» Broker receivabli

» Accounts receivabl

* Notes payabli

» Accrued interest receivable (included in prepaigemses and other asse

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

The carrying value of investments in Qualified Biesises (included in prepaid expenses and othdspgsgedits in lieu of cash and notes
payable in credits in lieu of cash as well as SBank held for investment, SBA loans held for sahel warrants issued approximate fair value
based on management’s estimates.

New Accounting Standards

In January 2011, the FASB issued ASU No. 2011-Dgférral of the Effective Date of Disclosures abodtdubled Debt Restructurings in
Update No. 2010-20,” which defers the effectiveedaiated to the disclosures required in ASU NA.Q2R0, enabling creditors to provide such
disclosures after the FASB completes their projéantfying the guidance for determining what condgs a troubled debt restructuring. As the
provisions of this ASU only defer the effective elaf disclosure requirements related to troubldut destructurings, the adoption of this ASU
had no impact on the Company’s condensed consetidsiitements of operations and balance sheets.

In May 2011, the FASB issued ASU No. 2011-04nfendments to Achieve Common Fair Value MeasureraedtDisclosure Requirements
U.S. GAAP and IFRSs,” which amends the currentfalue measurement and disclosure guidance of AGficB20 “Fair Value
Measurement” to include increased transparencynarealuation inputs and investment categorizafidre guidance provided in ASU

No. 201:-04 is effective prospectively for interim and aahperiods beginning after December 15, 2011. Tipmaict of adoption was not
material to the Company’s results of operationBr@ncial position; additional disclosures requitgdthis standard are located in Note 3 to the
Condensed Consolidated Financial Statements -\Viahie Measurements.

In September 2011, the FASB issued ASU No. 2011488&ngibles — Goodwill and Other (Topic 350),"alow entities to use a qualitative
approach to test goodwill for impairment and peramitentity to first perform a qualitative assessiemletermine whether it is more likely tt
not that the fair value of a reporting unit is |#san its carrying value. If it is concluded thiaistis the case, it is necessary to perform the
currently prescribed two-step goodwill impairmesdtt Otherwise, the two-step goodwill impairmest is not required. This standard was
effective for interim and annual reporting peridginning on or after December 15, 2011, and hakamba material impact on the Company’
condensed consolidated statements of operationbaladce sheets.
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NOTE 3 — FAIR VALUE MEASUREMENTS:
Fair Value Option Elections

Effective January 1, 2008, the Company adoptedvidire accounting concurrent with the electionhef fair value option. The accounting
standard relating to the fair value measuremeatifiels the definition of fair value and descrilmesthods available to appropriately measure
fair value in accordance with GAAP. The accounsitgndard applies whenever other accounting stasdadiiire or permit fair value
measurements. The accounting standard relatirtgetéatr value option for financial assets and fitiahliabilities allows entities to irrevocably
elect fair value as the initial and subsequent mmessent attribute for certain financial assets famghcial liabilities that are not otherwise
required to be measured at fair value, with chamyéasir value recognized in earnings as they ocltwalso establishes presentation and
disclosure requirements designed to improve conlyilayabetween entities that elect different me&snent attributes for similar assets and
liabilities.

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

On October 1, 2010, the Company elected the féiravaption for valuing its SBA 7(a) loans fundedamafter that date which are included in
SBA loans held for investment and SBA loans hetdstde.

The Company elected the fair value option in otdeeflect in its financial statements the assuongtithat market participants use in evalug
these financial instruments.
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Assets and Liabilities Measured at Fair Value on &ecurring Basis (In thousands):

Fair Value Measurements at June 30, 2012 Usin

Total Gains
(In thousands): Total Level 1 Level 2 Level 3 and (Losses
Assets
Credits in lieu of cas $11,55: $— $11,55:. $ — $ —
SBA loans held for investme 31,41( — — 31,41( (581)
SBA loans held for sal 1,78: — 1,78: — 184
Total asset $44,748 $— $13,33¢F $31,41C $ (399
Liabilities
Notes payable in credits in lieu of ce $11,55: $— $1155: $ — $ 5
Warrant liability 2,07( — — 2,07( (117)
Total liabilities $13,62: $— $1155: $2,07C $ (106

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

Fair Value Measurements at December 31, 2011 Usin

Total Gains

(In thousands): Total Level 1 Level 2 Level 3 and (Losses
Assets

Credits in lieu of cas $16,94¢ $— $16,94¢ $ — $ —

SBA loans held for investme 21,857 — — 21,857 (2,399

SBA loans held for sal 2,19¢ — 2,19¢ — 26E

SBA loans transferred, subject to premium reco — — — — (3,36¢€)

Total asset $41,000 $— $19,14¢ $21,857 $ (5,497

Liabilities

Notes payable in credits in lieu of ce $16,94¢ $— $16,94¢ $ — $ 41
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Credits in Lieu of Cash, Prepaid Insurance and Notge Payable in Credits in Lieu of Cash

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

Under the cost basis of accounting, the discoussrased to calculate the present value of thetsriedieu of cash and notes payable in cre
in lieu of cash did not reflect the credit enhaneata that the Company’s Capcos obtained from Ghdnig. (“Chartis”) (the renamed property
and casualty holdings of American International @xdnc., “AlG”), namely its AA+ rating at such temfor their debt issued to certified
investors. Instead the cost paid for the credib@cbments was recorded as prepaid insurance antizgdmn a straight-line basis over the
term of the credit enhancements.

With the adoption of the fair value measuremerftrzncial assets and financial liabilities and ébection of the fair value option, credits in |

of cash and notes payable in credits in lieu oha@as valued based on the yields at which finaneg&tuments would change hands between a
willing buyer and a willing seller when the formiemot under any compulsion to buy and the latierat under any compulsion to sell, both
parties having reasonable knowledge of relevarsfabe accounting standards require the fair valub®fssets or liabilities to be determi
based on the assumptions that market participagtsnupricing the financial instrument. In develapithose assumptions, the Company
identified characteristics that distinguish manetticipants generally, and considered factorsifip¢o (a) the asset type, (b) the principal (or
most advantageous) market for the asset group(cdmdarket participants with whom the reportingitgnivould transact in that market.

Based on the aforementioned characteristics amikwm of the Chartis credit enhancements, the Compatfieves that market participants
purchasing or selling its Capcos’ debt, and theeefis credits in lieu of cash and notes payablgédlits in lieu of cash, view nonperformance
risk to be equal to the risk of Chartis nonperfonggrisk and as such both the fair value of crediteu of cash and notes payable in credits in
lieu of cash should be priced to yield a rate etabmparable U.S. Dollar denominated debt insemisiissued by Chartis’ parent, AIG.
Because the value of notes payable in crediteindif cash directly reflects the credit enhancembtdined from Chartis, the unamortized cost
relating to the credit enhancement will cease tedparately carried as an asset on the Companyteosed consolidated balance sheets and i
incorporated in notes payable in credits in liecagh.

Fair value measurements:

The Company’s Capcos’ debt, enhanced by Chartisanse, effectively bears the nonperformance rigRhartis. The closest trading
comparators are the debt of Chartis’ parent, Alkeréfore the Company calculates the fair valueoti the credits in lieu of cash and notes
payable in credits in lieu of cash using the yialflgarious AlIG notes with similar maturities tockaof the Company’s respective Capcos’ debt
(the “Chartis Note Basket”). The Company electediszontinue utilizing AlG’s 7.70% Series A-5 Junubordinated Debentures because
those long maturity notes began to trade with dtarstics of a preferred stock after AIG receifiedncing from the United States
Government. The Company considers the Chartis Rasket a Level 2 input under fair value accountsigce it is a quoted yield for a similar
liability that is traded in an active exchange nedrhe Company selected the Chartis Note Baskitieasost representative of the
nonperformance risk associated with the Capco rigeause they are Chartis issued notes, are actiadled and because maturities match
credits in lieu of cash and notes payable in csdditieu of cash.

After calculating the fair value of both the credit lieu of cash and notes payable in creditgein bf cash, the Company compares their va
This calculation is done on a quarterly basis. @aton differences primarily due to tax creditegit versus delivery timing may cause the
value of the credits in lieu of cash to differ frdihvat of the notes payable in credits in lieu aftcaBecause the credits in lieu of cash asset has
the single purpose of paying the notes payableddits in lieu of cash and has no other value é#oGbmpany, Newtek determined that the
credits in lieu of cash should equal the notes plsyia credits in lieu of cash.

On December 31, 2011, the yield on the Chartis Batgket was 5.53%. As of June 30, 2012, the dat€tmpany revalued the asset and
liability, the yields on the Chartis notes avera8ekil% reflecting changes in interest rates imtlaeketplace. This decrease in yield decreased
both the fair value of the credits in lieu of castd the fair value of the notes payable in craditeu of cash. The Company increased the v

of the credits in lieu of cash to equal the valtithe notes payable in credits in lieu of cash bheeahe credits in lieu of cash can only be used
to satisfy the liability and must equal the valdi¢he notes payable in credits in lieu of cashlldiraes. The net change in fair value reported in
the Company’s condensed consolidated statemewsenations for the three and six months ended 30n2012 was a gain of $5,000 and
$41,000, respectively.
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On December 31, 2010, the yield on the Chartis Batsket was 4.38%. As of June 30, 2011, the dat€tmpany revalued the asset and
liability, the yields on the Chartis notes averadeth% reflecting changes in interest rates imtlagketplace. This increase in yield decreased
both the fair value of the credits in lieu of casid the fair value of the notes payable in craditeeu of cash. The Company increased the v

of the credits in lieu of cash to equal the valtithe notes payable in credits in lieu of cash bheeahe credits in lieu of cash can only be used
to satisfy the liability and must equal the valdieh® notes payable in credits in lieu of cashlidiraes. The net change in fair value reported in
the Company’s condensed consolidated statemeiigevtions for the three and six months ended 30n2011 was a gain of $1,000 and
$76,000, respectively.

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

SBA 7(a) Loans

On October 1, 2010, the Company elected to utitizefair value option for SBA 7(a) loans fundedasrafter that date. Management believed
that doing so would promote its effort to both slifypand make more transparent its financial staeta by better portraying the true economic
value of this asset on its balance sheet and s¢ateofi income. NSBF originates, funds, and serviegeernment guaranteed loans under
section 7(a) of the Small Business Act. The SBAsdo& fully guarantee the SBA 7(a) Loans: An SBA)4{oan is bifurcated into a guarant
portion and an unguaranteed portion, each accintegest on the principal balance of such portiba per annum rate in effect from time to
time. NSBF originates variable interest loans, Ugst at a fixed index to the Prime rate thattegjuarterly. Primarily, NSBF has made SBA
7(a) loans carrying guarantees of 75% and 85%; 669 through early 2011 under a special prograost mof the loans NSBF originated
carried a guarantee of 90%. NSBF, both historicatig as a matter of its business plan, sells theagteed portions via SBA Form 1086 into
the secondary market when the guaranteed porticonhes available for sale upon the closing and fiulhding of the SBA 7(a) loan and
retains the unguaranteed portions. Management nezedjthat the economic value in the guaranteetigpodid not inure to NSBF at the time
of their sale but rather when the guaranty attactiextigination; amortization accounting by itsuratdoes not recognize this increase in value
at the true time when it occurred. Under the failue option, the value of the guarantee is recovdseh it economically occurs at the point of
the creation and funding of the loan, and is nddykrl until when the sale occurs. Contemporaneotisiyvalue of the unguaranteed portion
will also be determined to reflect the full, fa@lue of the loan.

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

SBA Loans Held for | nvestment

For loans that completed funding before Octob&01,0, SBA loans held for investment are reportetigit outstanding unpaid principal
balances adjusted for charge-offs, net deferrenl ¢dwigination costs and the allowance for loandgs$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 Level 3 unobsklw@nputs which reflect the Company’s own expéctet about the assumptions that market
participants would use in pricing the asset (intigchssumptions about risk). The Company consitieBecuritization pricing model to be the
best indicator of the fair value discount used &asure loans held for investment. As discusselierCompany’s 2011 10K, the Company was
able to securitize its unguaranteed portions dbB#\ 7(a) loans and issued notes to an investdr a&/B&P rating of “AA.”

The fair value measurement, currently recorded 8% upfront discount of the unguaranteed priridipdance of SBA loans held for
investment, is based upon the investor price paidhie senior interest in our unguaranteed loatis Kgspect to our two securitized
transactions, and adjusted for the estimated segvand interest income retained by the trust eveestimated repayment term of three years.
This was further adjusted to reflect the estimatefdult rate on the senior notes based on the ldefe on our loan portfolio, assuming a w
case scenario of no recoveries. Should the perfocenaf the underlying loans to the senior notesigbathis could impact the assumptions
used in the estimated repayment term as well asdtimated default rate and thus result in a highéower discount rate taken in the future;
management reviews these assumptions reguladyloin measured at fair value is subsequently iragathen the fair value of the loan is
measured based on the present value of expectae ftash flows discounted at the loan’s effectitereest rate, or the fair value of the
collateral if the loan is collateral dependent. Significant unobservable inputs used in the falue measurement of the impaired loans
involve management’s judgment in the use of madkéd and third party estimates regarding collatexhles. Such estimates are further
discounted by 20%80% to reflect the cost of liquidating the vari@ssets under collateral. Any subsequent increasigscoeases in any of 1
inputs would result in a corresponding decreasaaease in the reserve for loan loss. Becausbémes bear interest at a variable rate, NSBF
does not have to factor in interest rate risk.
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Below is a summary of the activity in SBA loanschér investment, at fair value for the six monémsled June 30, 2012 and the year ended
December 31, 2011, respectively, (in thousands):

June 30, 201 December 31, 201
Balance, beginning of peric $ 21,85 $ 2,31(
SBA loans held for investment, originat 10,82« 22,38t
Payments receive (690) (44€)
Fair value los! (581) (2,399
Balance, end of peric $ 314U $ 21,85:

SBA LoansHeld For Sale

For guaranteed portions funded, but not yet tradezhch measurement date, management elected valizg# SBA loans held for sale within
the fair value hierarchy that prioritizes obsereadhd unobservable inputs used to measure faie wilizing Level 2 assets. These inputs
include debt securities with quoted prices thattea@ed less frequently than exchange-traded imstniis or have values determined using a
pricing model with inputs that are observable ia tharket. The secondary market for the guarantedibps is extremely robust with broker
dealers acting as primary dealers. NSBF sells aglyuhto the market and can quickly price its lsdor sale. The Company values the
guaranteed portion based on market prices equhaétguaranteed loan amount plus a premium thatdesl both an upfront cash payment
(utilizing quoted prices) and the value of a strezrmpayments representing servicing income receinexkcess of NSBF’s servicing cost
(valued using a pricing model with inputs that abservable in the market).

SBA Loans Transferred, Subject to Premium Recourse

In 2010, a new accounting standard codified int&CA®pic 860, “Transfers and Servicing,” requiredtfee guaranteed portions transferred
that the Company, due to the premium warranty folyriacorporated in SBA Form 1086 (the warrantyseghas part of the form on

February 7, 2011), establish a new asset relatdtetguaranteed portion of SBA 7(a) loans contedbtisold but subject to premium recourse.
Prior to October 1, 2010, guaranteed loans traresfeén the secondary market are carried at costg&aranteed portions funded on or after
October 1, 2010, management elected to fair vaR# IBans transferred, subject to premium recourkimthe fair value hierarchy that
prioritizes observable and unobservable input&ing Level 2 assets. The Company valued the gteedrportion based on market prices
equal to the guaranteed loan amount plus a prerthatrincludes both an upfront cash payment (utijizjuoted prices) and the value of a
stream of payments representing servicing incoroeived in excess of NSB&servicing cost (valued using a pricing model vinbuts that ar
observable in the market).

Warrant Liability

Warrant liability represents warrants issued inr@mtion with a financing transaction in April 20T2ue to anti-dilution provisions, the
warrants are considered a derivative liability anel revalued at each reporting date with changtéeeifair value reported in the statements of
operations. The fair value of the warrants is deieed using the Black-Scholes option valuation nade is subject to fluctuations based on
changes in the Company’s stock price, expectedilitylaremaining contractual life, and the rislef interest rate. At June 30, 2012, the fair
value of the equity-based warrants was $2,070,086re were no corresponding liabilities at Decendier2011.

June 30, 201
Balance, beginning of period, January 1, 2012 $ —
Establishment of warrant liability upon closingAybril 2012 financing 1,95¢
Fair value adjustment through June 30, 2 111
Balance, end of peric $ 2,07
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Other Fair Value Measurements
Assets Measured at Fair Value on a Non-recurring Bsis are as follows (In thousands):

Fair Value Measurements at June 30, 2012 Using:

Total Level 1 Level 2 Level 3 Total Losse!

Assets
Impaired loan: $ 6,73( $— $ — $ 6,73( $ (139
Other rec-estate owne 17¢ — 17¢ — (119)
Total asset $ 6,90¢ $— $ 17¢ $ 6,73( $ (259

Fair Value Measurements at December 31, 2011 Usin

Total Level 1 Level 2 Level 3 Total Losse!

Assets
Impaired loan: $ 6,97¢ $— $ — $ 6,97¢ $ (75)
Other rez-estate owne 46¢ — 46¢ — (43
Total asset $ 7445 $— $ 46¢ $ 6,97¢ $ (799

Impaired loans

Impairment of a loan is measured based on the preatue of expected future cash flows discountatieloan’s effective interest rate, or the
fair value of the collateral if the loan is colletbdependent. Impaired loans for which the cagyamount is based on fair value of the
underlying collateral are included in assets apdnrted at estimated fair value on a meurring basis, both at initial recognition of iaipgment
and on an on-going basis until recovery or charff@f the loan amount. The significant unobsereabbuts used in the fair value measurer

of the impaired loans involve management’s judgniretite use of market data and third party estimeggarding collateral values. Such
estimates are further discounted by 20% - 80%fteatethe cost of liquidating the various assetdarrcollateral. Valuations in the level of
impaired loans and corresponding impairment affeetevel of the reserve for loan losses. Any sqbeat increases or decreases in any of the
inputs would result in a corresponding decreasaaease in the reserve for loan loss.

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

The estimated fair value of other real-estate ows@alculated using observable market informatioduding 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 withisgadhe Company’s interests. Where bid informaignot available for a specific property,
the valuation is principally based upon recentgeation prices for similar properties that havernbsad. These comparable properties share
comparable demographic characteristics. Otherastate owned is generally classified within Levelf 2he valuation hierarchy.
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NOTE 4 — SBA LOANS:

SBA loans are geographically concentrated in F&o(iB% of the portfolio), New York (11% of the dotto) and Texas (9% of the portfolio).
Below is a summary of the activity in the SBA lodredd for investment, net of SBA loan loss resefeeshe six months ended June 30, 2012
(in thousands):

Balance at December 31, 2C $40,41:
SBA loans funded for investme 10,82«
Fair value adjustmel (581)
Payments receive (2,076
Provision for SBA loan loss (275)
Discount on loan originations, n 181
Balance at June 30, 20 $48,48¢

Below is a summary of the activity in the reseroelban losses for the six months ended June 3®, ¢ thousands):

Balance at December 31, 20 $2,90(
SBA loan loss provisio 27¢
Recoveries 9
Loan charg-offs (809
Balance at June 30, 20 $2,38(

Below is a summary of the activity in the SBA lodredd for sale for the six months ended June 302Zh thousands):

Balance at December 31, 20 $ 2,19¢
Originations of SBA Loans held for se 34,68¢
Fair value adjustmel (82
SBA loans solc (35,019
Balance at June 30, 20 $ 1,78¢

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 repurchasaa the secondary market by the SBA, while the urantaed portion of the loans still
remains with the Company. As of June 30, 2012 aeceinber 31, 2011, net SBA loans receivable helthf@stment with adjustable interest
rates amounted to $49,191,000 and $40,475,00zcteply.

For the six months ended June 30, 2012 and 20& Company funded approximately $45,511,000 andé®22000 in loans and sold and
transferred approximately $35,019,000 and $31,98rd the guaranteed portion of the loans, respelgti Receivables from loans traded but
not settled of $5,643,000 and $4,911,000 as of 30n2012 and December 31, 2011, respectivelyp@sented as broker receivable in the
accompanying condensed consolidated balance sheets.

The outstanding balances of loans past due nirety dr more and still accruing interest as of BMe2012 and December 31, 2011 amounted
to $191,000 and $516,000, respectively.

At June 30, 2012 and December 31, 2011, total ilmdaion-accrual loans amounted to $6,730,000 af8¥8®00, respectively. For the six
months ended June 30, 2012 and for the year endedriber 31, 2011, the average balance of impaoréincrual loans was $6,836,000 and
$7,995,000, respectively. Approximately $1,943,86d $2,428,000 of the allowance for loan lossegwdocated against such impaired non-
accrual loans, respectively.

21



Table of Contents

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

June 30, 201: December 31, 201.

(In thousands) Fair Value Cost Basit Fair Value Costs Basi
Due in one year or le: $ — $ 25 $ — $ 1,03
Due between one and five yei — 4,39¢ — 3,39(
Due after five year 34,66¢ 16,23¢ 24,53t 18,41
Total 34,66¢ 20,65¢ 24,53t 22,83¢
Less : Allowance for loan loss — (2,380 — (2,900
Less: Deferred origination fees, 1 — (1,207 — (1,38))
Less: Fair value adjustme (3,259 — (2,679 —

Balance (net $31,41( $17,07¢ $21,851 $ 18,55¢

NOTE 5 — SERVICING ASSET:

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

The changes in the value of the Company’s servidgigs for the six months ended June 30, 2012 wer®llows:

(In thousands)

Balance at December 31, 2C $3,42(
Servicing rights capitalize 76¢
Servicing assets amortiz: (359
Balance at June 30, 20 $3,831

During the six months ended June 30, 2012, the @ompevised its estimate for the amortization pkdbthe servicing asset from 3.94 years
to 5.00 years. Variables supporting this changbérrate of amortization included a decrease in f[wapayment speeds, an extended weighted
average maturity date of the loan portfolio, angriavements in the credit standing of its loan corsis. The effect of this change resulted in a
$83,000 reduction in servicing asset amortizatarttie six months ended June 30, 2012.

The estimated fair value of capitalized serviciigits was $3,831,000 and $3,420,000 at June 3@, 20d December 31, 2011, respectively.
The estimated fair value of servicing assets dt batance sheet dates was determined using a disaia of 14%, weighted average
prepayment speeds ranging from 1% to 12%, dependgiog certain characteristics of the loan portfoleighted average life of 3.94 years,
and an average default rate of 6%. The Companyarsesiependent valuation specialist to estimagddir value of the servicing asset.

The unpaid principal balances of loans servicedfthers are not included in the accompanying coselconsolidated balance sheets. The
unpaid principal balances of loans serviced foerttwithin the NSBF originated portfolio were $3088,000 and $286,113,000 as of June 30,
2012 and December 31, 2011, respectively. The dnwaicipal balances of loans serviced for othengctvwere not originated by NSBF and
are outside of the Newtek portfolio were $566,469,and $136,971,000 as of June 30, 2012 and Dece8hb2011, respectively.
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NOTE 6 — NOTES PAYABLE:
At June 30, 2012 and December 31, 2011, the Comipathyong-term debt outstanding comprised of thleviang (in thousands):

December 31
June 30,
2012 2011
Notes payable
Capital One lines of credit (NSBI
Guaranteed lin $ 6,42¢ $ 535
Unguaranteed lin 5,46t 3,00¢
Summit Partners Credit Advisors, L.P. (NE 8,10¢ —
Sterling National line of credit (NBC 5,414 3,771
Capital One term loan (NT¢ 1,21¢ 1,42¢
Total notes payable 26,63 13,56¢
Note payable Securitization trus 24,25 26,36¢
Total notes payabl $50,88¢ $ 39,93

On April 26, 2012, the Company closed a $15,00088€ond Lien Credit Facility (the “Facility”) isstiddy Summit Partners Credit Advisors,
L.P. (“Summit”), comprised of a $10,000,000 terrapwhich was drawn at closing, and a $5,000,008ydd draw term loan to be made upon
the satisfaction of certain conditions. The fundsewsed primarily for general corporate purposekiding the origination of SBA 7(a) loans.
The loan bears interest at 12.5% per annum onntfoeiat outstanding plus payment-in-kind interes2.886, which can either be paid quarterly
in arrears or added to the outstanding loan amdina.Facility will mature in 5.5 years and can bepaid without penalty at any time

following the second anniversary of the closingedat

In addition to a second lien on all of the Compargssets behind the first lien held by Capital ®h4,, the principal lender to the Company’s
SBA lender, NSBF, Summit was given second-lien sstguarantees by each of the Company’s princigadidiaries: NTS and Universal
Processing Services of Wisconsin, LLC, as wellextain other smaller subsidiaries. The Companyaltes committed to attempt to obtain the
approval of the SBA for NSBF to provide a guaraotummit of the Company’s obligations; the abibfythe Company to achieve this
approval is the precondition to the Company obiajrihe $5,000,000 delayed draw.

Total closing fees were approximately $1,011,00&tincluded a 3% fee paid to Summit on the agdgeegeount of the Facility, as well as
legal, accounting and other closing related cos$iishvwill be recorded as deferred financing cosid amortized over the life of the facility.
The majority of these fees were paid at closing retted against the initial draw down. Net casttpeals received at closing were $9,353,000.

In addition, the Company issued to Summit a warraptesenting the right to purchase 1,696,810 comshares, or 4.4% of the Company’s
current outstanding common equity. The warranker@sable at $0.02 per share, included registratghts and will have anti-dilution
protection for future issuances of equity and ggliitked securities of the Company issued to officelirectors and employees. Summit is
prohibited from selling any common shares it reesion exercise of the warrant for a period of 24tm®following the closing; provided,
however, that if the Company’s common shares tedde above $2.25 per share for a period of fifte@msecutive days, Summit will have the
ability to sell the common shares. Any sales by Ritrwill be subject to a right of first refusal favor of the Company. The Facility calls for
financial covenants such as minimum EBITDA, maximeapital expenditures, minimum unrestricted cagh@ash equivalents, minimum
tangible net worth and maximum leverage.

In accordance with ASC 470 and ASC 815 the accogritir these warrants reflects the notion thatctivesideration received upon issuance
must be allocated between the debt and warrarilityatomponents based on the relative fair valaethe debt instrument without the warrants
and of the warrants themselves at time of issuarioe warrant liability, due to the anti-dilutiongmision, is considered a derivative liability,
and will therefore be marked to market each repgnpieriod. The remainder of the proceeds was addda the debt instrument portion of the
transaction. As such, the note was initially valae&8,041,000, and the difference of $1,959,008 all@cated to the value of the warrant
liability and recorded as debt discount, whichaily amortized over the life of the note usingititerest method. Debt discount amortization
for both the three and six months ended
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June 30, 2012 was $66,000 and is included in istengpense in the Compasyondensed consolidated statements of operafibesCompan
determined the fair value of the warrant as ofdate of grant was $1.44 per share by utilizingBleek-Scholes model and utilized the
following inputs: closing price per share of comnstack of $1.45, $0.02 exercise price, volatilify7@.50%, expected term of 10 years, risk-
free interest rate of 2.01% and dividend yield exfoz

Through June 30, 2012, the Company has capitaiz¢@il 1,000 of deferred financing costs attributabléhe Summit facility of which $34,0(
has been amortized and included in interest expdimenet balance of $977,000 is included in prépapenses and other assets in the
Company’s condensed consolidated balance sheet.

Total interest expense for both the three and sirthis ended June 30, 2012 was approximately $3@9v@tich includes interest, payment-in-
kind interest, discount on the valuation of the naat and amortization of deferred financing costs.

NOTE 7 — TREASURY STOCK:

Shares of common stock repurchased by us are estatccost as treasury stock and result in a remuof equity in our consolidated balance
sheet. From time-to-time, treasury shares may issued as part of our stock-based compensationgray When shares are reissued, we use
the weighted average cost method for determinirsg. dine difference between the cost of the shardgtee issuance price is added or dedt
from additional paid in-capital.

In November 2011, the Company’s Board of Directadepted a stock buy-back program authorizing managéto enter the market to re-
purchase up to 1,000,000 of the Company’s commareshThis 1,000,000 share authorization replaoednexercised portions of two
previous authorizations and terminates in one y&aof June 30, 2012, the Company has purchasetaleof 794,339 treasury shares under
authorization with 780,920 shares being repurchdseitig the first six months of 2012. Total shamgsurchased under all three authorizations
aggregated 1,437,098 as of June 30, 2012. Sincg #¥®Company reissued 196,887 shares in connegith the Company’s 401(k) match
program. In addition, 472,814 shares that were bgldn affiliate were issued to the Company in 2888ettlement of an outstanding liability
and are being held as treasury shares.

In connection with the Company’s 401(k) plan, at®maber 31, 2011, the Company elected to make ahingtcontribution in the form of
Company shares equal to 50% of the first 2% of egg#s’ 2011 contributions, up to a maximum match%f In April 2012, in connection
with this match, 66,760 treasury shares were teaired to the Company’s 401(k) plan at a value 0553 per share.

NOTE 8 — STOCK OPTIONS AND RESTRICTED STOCK:

The Company had three share-based compensationgdanf June 30, 2012 and 2011, respectively. Bblakers of the Company approved a
new share-based plan at the annual meeting durengdcond quarter of 2011. For the six months edded 30, 2012 and 2011, compensation
cost charged to operations for those plans was,$26Gnd $193,000, respectively, of which $203,80@ $164,000 are included in salaries
and benefits, and $57,000 and $29,000 are inclottest general and administrative costs in the Caiyisacondensed consolidated statements
of operations for the six months ended June 302 20 2011, respectively.

In March 2011, Newtek granted certain employeescetives and board of directors an aggregate @2]0DO0 restricted shares valued at
$1,941,000. The grants vest on July 1, 2014. Therddue of these grants was determined usingahesélue of the common shares at the g
date. The restricted shares are forfeitable updg @aluntary or involuntary termination of the elapee. Upon vesting, the grantee will rece
one common share for each restricted share vddteter the terms of the plan, these share award®tmclude voting rights until the shares
vest. The Company charged $105,000 and $244,08at@-based compensation expense during the thdesxamonths ended June 30, 2012,
respectively, in connection with the vesting perdsdociated with these grants.

In the second quarter of 2012, Newtek granted iceet@ployees and executives an aggregate of 124e€@dicted shares valued at $184,000.
The grants vest on July 1, 2014. The fair valuthe§e grants was determined using the fair valdbeo€ommon shares at the grant date. The
restricted shares are forfeitable upon early valpnor involuntary termination of the employee. dpeesting, the grantee will receive one
common share for each restricted share vested.riineéerms of the plan, these share awards dmaloide voting rights until the shares vest.
The Company charged $15,000 to share-based comjmenegpense during both the three and six monmkde@ June 30, 2012 in connection
with the vesting period associated with these grant

There were no options granted during the six moettged June 30, 2012.
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As of June 30, 2012 and December 31, 2011, theseb&254,000 and $1,426,000 of total unrecognipetpensation costs related to non-
vested share-based compensation arrangementsdytartter the 2000, 2003 and 2010 plans. That cestpiscted to be recognized ratably
through July 2014.

NOTE 9 — INCOME TAXES:
The Company’s provision (benefit) for income taf@sthe six months ended June 30, 2012 and 2044 fsllows (in thousands):

2012 2011
Current:
Federal $ 2,581 $ 827
State 45¢€ 52¢€
3,04: 1,357
Deferred:
Federal (1,299 (46¢)
State and loce (228) (82
(1,52) (550
Provision for income taxe $ 1,522 $ 80z

NOTE 10 — INCOME (LOSS) PER SHARE:

Basic income (loss) per share is computed baseldeoweighted average number of common shares adieta(excluding treasury shares)
during the period. The effect of common share eajaivts is included in the calculation of diluteddger share only when the effect of their
inclusion would be dilutive.

The calculations of income (loss) per share were:

Three months Six months

ended June 30: ended June 30:
(In thousands except per share data): 2012 2011 2012 2011
Numerator for basic and diluted E- income (loss) available to comm

shareholder $ 1,23¢ $ (287 $ 2,53¢€ $ 227

Denominator for basic EF- weighted average shar 35,92: 35,71¢ 35,85! 35,69¢
Effect of dilutive securitie 95¢ — 68E 654
Denominator for diluted EP- weighted average shar 36,88 35,71¢ 36,53¢ 36,35(
Earnings (loss) per share: Basic and dilt $ 0.0: $ (0.0]) $ 0.07 $ 0.01
The amount of ar-dilutive shares/units excluded from above is alofed:
Stock options and restricted sha 772 88¢ 777 0
Warrants 5,05(C 5C 5,05(C 50
Contingently issuable shar 8,38: 83 8,38: 83

NOTE 11 — COMMITMENTS AND CONTINGENCIES:

In the ordinary course of business, the Company firwai time to time be party to lawsuits and claifike Company evaluates such matters on
a case by case basis and its policy is to contgstausly any claims it believes are without confipglmerit. The Company is currently
involved in various contract claims and litigatioatters. Management has reviewed all claims against
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the Company with counsel and has taken into coredide the views of such counsel as to the outcofitkee claims, and on that basis the
Company has determined that it is “reasonably ptessthat claims will result in a loss in the néarm which it estimates to be between
$100,000 and $500,000.

NOTE 12 — SEGMENT REPORTING:

Operating segments are organized internally prignhsi the type of services provided. The Company &ggregated similar operating segm
into six reportable segments: Electronic paymeatgssing, Managed technology solutions, Small legsifinance, All other, Corporate and
Capcos.

The Electronic payment processing segment is aegeme of credit card transactions, as well as &eter of credit card and check approval
services to the small- and mediwgized business market. Expenses include direct ¢osiuded in a separate line captioned electrpaijonen
processing costs), professional fees, salariebanéfits, and other general and administrativescaditof which are included in the respective
caption on the condensed consolidated statemefgentions.

The Managed technology solutions segment condi$td 8, acquired in July 2004. NTS’s revenues améved primarily from web hosting
services and consist of web hosting and set up ES generates expenses such as professionaptegs]l and benefits, and depreciation
amortization, which are included in the respectigption on the accompanying condensed consolid#¢eiments of operations, as well as
licenses and fees, rent, and general office exgeadieof which are included in other general adthimistrative costs in the respective caption
on the condensed consolidated statements of opesati

The Small business finance segment consists of|8uainess Lending, Inc., a lender that primarifigimates, sells and services government
guaranteed SBA 7(a) loans to qualifying small besges through NSBF, its licensed SBA lender; th@3 &Vhitestone Group which manages
the Company’s Texas Capco; and NBC which providesants receivable financing, billing and accoueteivable maintenance services to
businesses. NSBF generates revenues from saleard, Iservicing income for those loans retainezbatracted to service by NSBF and
interest income earned on the loans themselveslefider generates expenses for interest, profeddiess, salaries and benefits, depreciation
and amortization, and provision for loan lossdspfalvhich are included in the respective captionttoe condensed consolidated statements of
operations. NSBF also has expenses such as loavergexpenses, loan processing costs, and otpensgs that are all included in the other
general and administrative costs caption on theleesed consolidated statements of operations.

The All other segment includes revenues and exggmsmarily from qualified businesses that receiiregstments made through the
Company’s Capcos which cannot be aggregated wihr atperating segments. The two largest entiti¢ésarsegment are Newtek Insurance
Agency, LLC, an insurance sales operation, andrigssi Connect, LLC, a provider of sales and proogssrvices.

Corporate activities represent revenue and expenesiocated to our segments. Revenue includesdist income and management fees
earned from Capcos (and included in expenses i€#dpeo segment). Expenses primarily include cotparperations related to broad-based
sales and marketing, legal, finance, informatiahit®logy, corporate development and additionalscassociated with administering the
Capcos.

The Capco segment, which consists of the twelvee@gmenerates non-cash income from tax credttrgist income and gains from
investments in qualified businesses which are geduin other income. Expenses primarily include-nash interest and insurance expense,
management fees paid to Newtek (and included ifCtivporate activities revenues), legal, and auglitées and losses from investments in
qualified businesses. Exponential of New York, Lla,entity determined to be a subsidiary on Janlia®p12, is also included in this
segment.
Management has considered the following charatiesiszhen making its determination of its operatamgl 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 exemipanking, insurance, or public utilitie
The accounting policies of the segments are theesenthose described in the summary of signifisaobunting policies.
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The following table presents the Company’s segritdatmation for the three and six months ended Bhe2012 and 2011 and total assets as
of June 30, 2012 and December 31, 2011 (In thow3and

For the three For the three For the six For the six

months ende months endec months ende months ende

June 30, 201; June 30, 201 June 30, 201, June 30, 201
Third Party Revenue
Electronic payment processi $ 21,37 $ 20,717 $ 41,99 $ 40,80t
Managed technology solutio 4,57( 4,761 9,26: 9,591
Small business financ 5,96: 6,29¢ 10,80: 11,35:
All other 451 347 88: 701
Corporate activitie 20t 304 45k 63¢
Capcos 141 324 45t 662
Total reportable segments 32,70: 32,75¢ 63,84¢ 63,75¢
Eliminations (369 (436 (781) (913)
Consolidated Total $ 32,33¢ $ 32,32 $ 63,06 $ 62,84¢
Inter -Segment Revenu
Electronic payment processi $ 414 $ 277 $ 78¢ $ 557
Managed technology solutio 19¢ s 39¢ 29¢
Small business financ 13 15 24 35
All other 314 26¢ 622 53¢
Corporate activitie 75E 40€ 1,26¢ 81z
Capcos 20€ 19t 414 38¢
Total reportable segments 1,90(¢ 1,29¢ 3,51« 2,62¢
Eliminations (1,900 (1,299 (3,519 (2,629
Consolidated Total $ — $ — $ — $ —
Income (loss) before income taxe
Electronic payment processi $ 1,90/ $ 1,34 $ 3,97( $ 2547
Managed technology solutio 1,114 997 2,21¢ 2,22¢
Small business financ 1,47¢ 1,03¢ 2,94+ 2,30¢
All other (239) (342 (55¢) (63€)
Corporate activitie (1,930 (2,414 (3,730 (4,379
Capcos (399 (48%) (807) (1,09€6)

Totals $ 1,93« $ 13€ $ 4,03t $ 97C
Depreciation and amortization
Electronic payment processi $ 16¢ $ 38C $ 41C $ 762
Managed technology solutio 303 35k 601 73C
Small business financ 20¢€ 224 42¢ 41¢€
All other 2 20 16 41
Corporate activitie 29 47 55 10t
Capcos 2 3 4 5
Totals $ 711 $  1,02¢ $ 1517 $  2,05¢
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Identifiable assets
Electronic payment processing
Managed technology solutio
Small business financ
All other
Corporate activitie
Capca
Consolidated total

28

As of
As of December 31
June 30,
2012 2011
$ 12,357 $ 10,72:
11,19 10,83¢
90,80¢ 80,79
2,21¢ 2,87¢
6,17¢ 3,281
20,24" 23,49¢
$142,99: $ 132,01(
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ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults 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 retatéhe results of operations and financial pasitof the Company together with its
subsidiaries. This discussion and analysis shosldead in conjunction with the condensed consadiddinancial statements and the
accompanying notes.

The statements in this Quarterly Report on FormQLay contain forward-looking statements relatiogtich matters as anticipated future
financial performance, business prospects, legistalevelopments and similar matters. The Privateu8ties 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 varietyaotdrs
could cause our actual results to differ materidhym the anticipated results expressed in the &wdalooking statements such as intensified
competition and/or operating problems in its opergtbusiness projects and their impact on reveramsbsprofit margins or additional factors
as described in Newtek Business Services’ previdilistl registration statements as more fully déssu under “Risk Factors” above.

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

Executive Overview

For the quarter ended June 30, 2012, the Compaaytezl income before income taxes of $1,930,00(eease of $1,794,000 from $136,
for the same quarter of 2011. The Company hadneenie of $1,233,000 compared to a net loss of $(28J for the second quarter of 201:
$1,520,000 improvement over the same quarter of 2Bach of our segments reported improvementsdfitability: In Electronic payment
processing, the segment had a gain in the dollagiman core business and a decrease in depraciatid amortization; the improvement in
Managed technology solutions was related to a 2BiEttime charge to earnings related to the settieofea license dispute, which did not
recur in 2012, and the increase in Small businessie was primarily related to the expansion efgérvicing portfolio and corresponding
servicing income. Each of the remaining segmeratézexd reductions in their respective losses reggocompared with the prior quarter:
Corporate had a decrease in salaries and bergdfited to staff reductions and a one-time severpageccrual recognized in June 2011; All
other recorded an increase in insurance commissie@nue and the loss in the Capcos decreaseckasltof reductions in related party
management fees paid. While total revenues incdeaselestly between periods, Electronic paymentgssiag recorded 3% growth for the
quarter, and current period growth in premium inecand servicing income in the lending segment wé&knt to offset a $1,700,000
reversal in the current period of the fair valugiatinent associated with SBA loans transferredjestilbo premium recourse, which increased
premium income for the same amount in the yearpagiod.

In April 2012, the Company closed a $15,000,00@di¢facility with Summit comprised of a $10,000,0@0m loan, which was drawn at
closing, and a $5,000,000 delayed draw term lodretmade upon the satisfaction of certain condstidme funds will be used primarily for
general corporate purposes including the origimatibSBA 7(a) loans. The terms of this financingesgnent are discussed more fully in No
to the Condensed Consolidated Financial StaterreNtstes Payable.

Also in the second quarter 2012, the Company laethehnew marketing campaign that included natierpbsure focusing on generating
awareness of our products and services to quabfieall business owners. Our direct media advegisampaign under our banner, NEWTEK
®The Small Business Authoritwill include national television commercials, i@ display and search media parameters. We willicoe

with our production of our “The Small Business Aattity Index”™ and “The SBA Market Sentiment Survey" reflecting our polling and
assessment of business conditions for small busesethe active use of social media marketing;pmntbrm an update our web site,
www.thesba.com expected to be completed in the second half 2220

The increase in the Company’s cash and cash eguigalrom $11,363,000 at December 31, 2011 to $23000 at June 30, 2012 is primarily
due to the $9,353,000 in proceeds received duhegtirrent quarter in connection with the $15,000,financing from Summit. This
additional source of funds, together with the Conypmexisting lines of credit, has positioned uhiémdle an anticipated increase in loan
funding throughout the remainder of 2012 as wethascontinued investment in NEWTEKThe Small Business Authority.
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Business Segment Results:
The results of the Company’s reportable segmentthéthree and six months ended June 30, 2012@ht are discussed below:

Electronic Payment Processing

Three months
ended June 30:

(In thousands): 2012 2011 $ Change % Change
Revenue
Electronic payment processi $21,37: $20,71¢ $ 657 3%
Interest incom 2 3 (D (33)%
Total revenu 21,37 20,71% 65€ 3%
Expenses
Electronic payment processing cc 17,84¢ 17,62¢ 221 1%
Salaries and benefi 1,022 98¢ 34 3%
Professional fee 56 61 5) (8)%
Depreciation and amortizatic 16¢ 38C (211) (55)%
Other general and administrative cc 373 31€ 57 18%
Total expense 19,46¢ 19,37: 96 1%
Income before income tax $ 1,904 $ 1,34« $ 56C 42%

Three Months Ended June 30, 2012 and 2011

Electronic payment processing (“EPP”) revenue iaseel $657,000 or 3% between years due to orgamigtiyrRevenue increased due to a
combination of growth in processing volumes, sélectee increases and additions to services provid@ur merchants. Processing volumes
were favorably impacted by an increase in the @eraumber of processing merchants under contraweka periods of 3%. In addition,
growth in revenue between periods increased dae increase of approximately 9% in the average hipprocessing volume per merchant.
The increase in the average monthly processingwelper merchant is due in part to the additioresksal larger volume processing merch
as well as year-over-year growth in processing mas from existing merchants. Total revenue in 2048 adversely impacted by
approximately 9% due to the effect of lower passtlgh pricing on debit card transactions due tcegoment mandated limits on underlying
interchange costs for such transactions as wetleeverall pricing mix of merchant sales volumeslized between periods.

Electronic payment processing costs increased $201gr 1% between years. Beginning in the fourtartgr of 2011, the EPP Segment began
experiencing lower EPP Costs as interchange costiebit card transactions were reduced for interghalus priced merchants as well as
others. Processing revenues less electronic paymnecessing costs (“margin”) increased from 14.8%2011 to 16.5% in 2012. The increase
in margin is due to the impact on revenues and E&$s resulting from the debit card pricing an@iichange cost changes noted above net of
higher residual payments to sales agents whicle@sad $882,000 or 51% between years as well agebanthe mix of merchant sales
volumes processed. Overall, the increase in matgllars was $436,000 between years.

Excluding electronic payment processing costs,rathsts decreased $125,000 or 7% between yearse@aion and amortization decreased
$211,000 between periods as the result of a preli@cquired portfolio of intangible assets becagrfinly amortized between periods.
Remaining costs, which increased $86,000 betwearsyacluded approximately $50,000 in office reli@n costs during 2012.

Income before income taxes increased $560,000,89%1000 in 2012 from $1,344,000 in 2011. The iasecin income before income taxes
was due to the increase in the dollar margin ofaip®g revenues less electronic payment processiats of $436,000 due to the reasons noted
above and the decrease in depreciation and amtizsost between years.
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Six months
ended June 30:
(In thousands): 2012 2011 $ Change % Change
Revenue
Electronic payment processi $41,98t¢ $40,80: $1,187 3%
Interest incom 3 4 (1) (25)%
Total revenue 41,99 40,80¢ 1,18¢ 3%
Expenses
Electronic payment processing ca 34,73( 34,72: 8 — %
Salaries and benefi 2,087 2,052 35 2%
Professional fee 12C 11¢ 1 1%
Depreciation and amortizatic 41C 762 (352 (46)%
Other general and administrative cc 674 603 71 12%
Total expense 38,02 38,25¢ (237) (D)%
Income before income tax $ 3,97( $ 2,547 $1,42¢ 56%

Six Months Ended June 30, 2012 and 2011

Electronic payment processing (“EPP”) revenue iaseel $1,187,000 or 3% between years due to orgemith. Revenue increased due to a
combination of growth in processing volumes, séledee increases and additions to services pravideur merchants. Processing volumes
were favorably impacted by an increase in the ayeraimber of processing merchants under contraweke periods of 3%. In addition,
growth in revenue between periods increased dae increase of approximately 8% in the average hipprocessing volume per merchant.
The increase in the average monthly processingwelper merchant is due in part to the additioreetsal larger volume processing merch
as well as year-over-year growth in processing malsi from existing merchants. Total revenue in 2042 adversely impacted by
approximately 8% due to the effect of lower passulgh pricing on debit card transactions due toegoment mandated limits on underlying
interchange costs for such transactions as wetle@sverall pricing mix of merchant sales volumeslized between periods.

Electronic payment processing costs increased$8000 between years. Beginning in the fourth quart 2011, the EPP Segment began
experiencing lower EPP Costs as interchange costigbit card transactions were reduced for intergbglus priced merchants as well as
others. Processing revenues less electronic paypnecessing costs (“margin”) increased from 14.992011 to 17.3% in 2012. The increase
in margin is due to the impact on revenues and E&S?s resulting from the debit card pricing an@lichange cost changes noted above net of
higher residual payments to sales agents whicledsed $1,812,000 or 52% between years, as wetleagies in the mix of merchant sales
volumes processed. Overall, the increase in matgllars was $1,179,000 between years.

Excluding electronic payment processing costs,rathsts decreased $245,000 or 7% between yearse@aion and amortization decreased
$352,000 between periods as the result of prewaajuired portfolio intangible assets becomindyfamortized between periods. Remaining
costs increased $107,000 or 4% between years. @a€ih2, office relocation costs of approximatel 0 were incurred.

Income before income taxes increased $1,423,088,870,000 in 2012 from $2,547,000 in 2011. Thedase in income before income taxes
was due to the increase in the dollar margin ofapgg revenues less electronic payment processiatp of $1,179,000 due to the reasons
noted above and the decrease in depreciation andiaation cost between years.
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Managed Technology Solutions

Three months
ended June 30:

(In thousands): 2012 2011 $ Change % Change
Revenue
Web hosting and desic $4,57( $4,767 $ (199 (4%
Expenses
Salaries and benefi 1,26¢ 1,21z 51 4%
Interest 21 27 (6) (22)%
Professional fee 81 204 (123 (60)%
Depreciation and amortizatic 303 35E (52 (15)%
Other general and administrative cc 1,787 1,971 (184) (9%
Total expense 3,45¢ 3,77( (314) (8)%
Income before income tax $1,11¢4 $ 997 $ 117 12%

Three months ended June 30, 2012 and 2011:

Revenue is derived primarily from recurring feemfrhosting websites, including monthly contractssteared hosting, dedicated servers and
cloud instances (the “plans’ln addition, revenues are derived from contractagises to design web sites. Revenue between pedecrease
$197,000, or 4%, to $4,570,000 in 2012. The deereasevenues included a decrease in web desigmues of $135,000 to $18,000 in 2012
due to the timing of the completion of such projemhtracts between years and a decrease in welbdostenue of $63,000 or 1%. The
decrease in web hosting revenue is the resuldeteease in the average monthly number of totalspty 5,592 or 10% between periods to
51,438 plans in 2012 from 57,030 plans in 2011 sfrttially offsetting the decrease in web hostegenue resulting from the decline in the
number of plans was an increase in the averagehiyartvenue per plan of slightly less than 10%28.86 in 2012 from $26.70 in 2011. The
increase in the average revenue per plan reflegtewath in cloud instances and customers purchdsitger-cost plans including additional
options and services. The average number of clostdimces increased by 303 to an average of 6263a3n 2011 reflecting the Company’s
introduction of a customer scalable cloud offerim@011. The decrease in the average total plansrged in the shared and dedicated
segments. The average monthly number of dedicameisplans for 2012, which generate a higher mgtige versus shared hosting plans,
decreased by 354 between periods, or 19%, to aageef 1,535 from an average of 1,889 in 2011. &kerage monthly number of shared
hosting plans in 2012 decreased by 5,540, or 106%n taverage of 49,278 from 54,818 in 2011. Cortipetfrom other web hosting providers
as well as alternative website services continodmve a negative effect on web hosting plan candtrevenue growth.

It continues to be management’s intent to increagenues and margin per plan through higher-préeedice offerings to customers, although
this may result in some loss of customers and &iawmber of plans in place overall. In additiommagement plans to lessen its dependency
on the Microsof® web platform by broadening itstfiem capabilities to include more open source applications which have become
increasingly more attractive to web developers raseéllers.

Total expenses of $3,456,000 in 2012 declined $&Mor 8% from $3,770,000 in 2011. Salaries anc:fisnncreased $51,000 or 4% betw
periods to $1,264,000. The growth in salaries amkkts is principally due to additional staffingéxecutive management as well as wage rate
increases between periods. Depreciation and aratidizdecreased $52,000 between periods to $30808@ reduced capital expenditure
recent years as a result of lower replacement éosteew equipment overall, more efficient use xiséng equipment within the data center for
shared and dedicated plans and the utilizatiodonftcarchitecture to more efficiently provide sees to customers. The decrease of $123,000
in professional fees was primarily due to a deaéasveb design development costs as a resulteteease in web design revenues between
periods. Other general and administrative costsedsed $184,000 or 9% between periods. Includether expenses in 2011 was an expense
of $190,000 resulting from the resolution of aiseng dispute. Increases in domain costs of $43a@0hardware maintenance and support of
$47,000, principally due to the restructuring ofyious contracts in those areas, were substantififgt by reductions in lease expense of
$18,000, utility costs of $40,000 and bad debt azpeof $54,000.

Income before income taxes increased 12% or $10%®®1,114,000 in 2012 from $997,000 in the sasréod of 2011. The increase is
principally due to lower earnings in 2011 resultirgm a $190,000 licensing settlement partiallyseffby a decline in web hosting revenue
between years as increases in revenue per sitenodedfset an overall decline in revenue due te atftrition.
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Six months ended June 30, 2012 and 2011:

Six months
ended June 30:
(In thousands): 2012 2011 $ Change % Change
Revenue
Web hosting and desic $9,26: $9,597 $ (339 (3)%
Expenses
Salaries and benefi 2,55¢ 2,39¢ 15€ 7%
Interest 43 54 (12) (20)%
Professional fee 25C 38¢ (13€) (36)%
Depreciation and amortizatic 601 73C (129) (18)%
Other general and administrative cc 3,59¢ 3,79¢ (200 (5)%
Total expense 7,04 7,36¢ (322) D%
Income before income tax $2,21¢€ $2,22¢ $ (12 ()%

Revenue is derived primarily from recurring feemfrhosting websites, including monthly contractssieared hosting, dedicated servers and
cloud instances (the “plans”). In addition, revesiaee derived from contracted services to designsites. Revenue between years decreased
by $334,000 to $9,263,000 in 2012. The decreasevienues included a decrease in web design revef$ds8,000 to $142,000 in 2012 due
to the timing of completion of projects betweenngeand a decrease in web hosting revenue of $18@&0@ss than 2%. The decrease in web
hosting revenue is the result of a decrease imatkeage monthly number of total plans by 5,338086 between years to 52,222 plans in 2012
from 57,560 plans in 2011. Partially offsetting tlexrease in web hosting revenue resulting frondéndine in plans was an increase in the
average monthly revenue per plan of slightly l&sst9% to $28.86 in 2012 from $26.58 in 2011. Tiwedase in the average revenue per plan
reflects a growth in cloud instances and customershasing higher cost plans including additiorzlans and services. The average number
of cloud instances increased by 318 to an averb§8%from 281 in 2011 reflecting the Company’sdawaiuction of a customer scalable cloud
offering in 2011. The decrease in the average pdtals occurred in the shared and dedicated segnim average monthly number of
dedicated server plans for 2012, which generaigleehmonthly fee versus shared hosting plans.edesed by 373 between years, or 19%,
average of 1,567 from an average of 1,940 in 20h#&.average monthly number of shared hosting pta@812 decreased by 5,284, or 10%
an average of 50,055 from 55,339 in 2011. Competitiom other web hosting providers as well agattBve website services continues to
have a negative effect on web hosting plan coudtramenue growth.

Total expenses of $7,047,000 in 2012 declined 4% 7,369,000 in 2011. Salaries and benefits ise@$156,000 or 7% between years to
$2,554,000. The growth in salaries and benefigsiiripally due to adding additional staffing iretareas of customer service and executive
management as well as wage rate increases betweedsp Depreciation and amortization decrease® $0D between years to $601,000 due
to reduced capital expenditures in recent yeaesrasult of lower replacement costs for new equigtrogerall, more efficient use of existing
equipment within the data center for shared andcdézt plans and the utilization of cloud architeetto more efficiently provide services to
customers. The decrease of $138,000 in professieasaliwas primarily due to a decrease in web dedggelopment costs as a result of a
decrease in web design revenues between years. ggtheral and administrative costs decreased $20@05% between years. Included in
other expenses in 2011 was an expense of $190e80Qing from the resolution of a licensing dispuitereases in domain costs of $43,000
and hardware maintenance and support of $38,00Wijpally due to the restructuring of previous gawets in those areas, were substantially
offset by a reduction in bad debt expense of $&1,00

Income before income taxes decreased 1% or $120088,216,000 in 2012 from $2,228,000 in 2011. Ardase in profitability due to the
decline in web hosting revenue between years wihereases in revenue per site have not offset arathdecline in revenue due to site
attrition was substantially offset by an overaltdmse in costs including the impact of a $190/@@hsing settlement cost in 2011.
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Small Business Finance

Three months
ended June 30:

(In thousands): 2012 2011 $ Change % Change
Revenue
Premium incomt $2,41¢ $ 4,25¢ $(1,844) (43)%
Servicing fee 1,971 72¢ 1,24 17C%
Interest incomt 807 61€ 18¢ 31%
Management fee- related party 14€ 14€ — — %
Other income 625 54¢ 77 14%
Total revenu 5,96: 6,29¢ (336 (5)%
Net change in fair value ¢
SBA loans transferred, subject to premium reco — (1,709 1,70z (100)%
SBA loans held for sal (230) (370 24C (65)%
SBA loans held for investme (439) (613) 174 (28)%
Warrant liability (111) — (111) 10C%
Total net change in fair vall (68C) (2,68€) 2,00¢ (75)%
Expenses
Salaries and benefi 1,43¢ 1,11¢€ 328 29%
Interest 96¢ 451 51¢ 115%
Professional fee 152 70 83 11%
Depreciation and amortizatic 20€ 224 (18) (8)%
Provision for loan losse 15& 74 81 10%
Other general and administrative cc 883 642 241 38%
Total expense 3,80t 2,571 1,22¢ 48%
Income before income tax $1,47¢ $1,03¢ $ 44z 43%

Business Overview

The Newtek Business lending segment is compriséiS8F which is a non-bank SBA lender that origisatells and services loans for its
own portfolio as well as portfolios of other ingtibns, and NBC which provides accounts receiviihbncing and billing services to business.
Revenue is derived primarily from premium incomegmated by the sale of the guaranteed portion8éf IBans, interest income on SBA
loans held for investment and held for sale, sergifee income on the guaranteed portions of SB¥hsosold, servicing income for loans
originated by other lenders for which NSBF is teevicer, and financing and billing services, clfisdias other income above, provided by
NBC. Most SBA loans originated by NSBF charge aariest rate equal to the Prime rate plus an additipercentage amount; the interest
resets to the current Prime rate on a monthly artguy basis, which will result in changes to #mount of interest accrued for that month and
going forward and a re-amortization of a loan’smpant amount until maturity.

Accounting Policy

Prior to February 7, 2011, guaranteed portionsBA $ans sold in the secondary market includedesmpum warranty which precluded sale
treatment until the end of the expiration of a \maty period, 90 to 270 days subsequent to theafdtan transfer. Such loans were classified
on the Balance Sheet as “SBA loans transferredesuto premium recourse” with a matching liabilitiziability on SBA loans transferred,
subject to premium recourse.” The fair value ofdlsociated premium was recorded as SBA loandéraed, subject to premium recourse. At
the expiration of the warranty period, the resgltiain on sale was recognized into premium incaheeasset and liability eliminated, and the
associated fair value adjustment reversed. Effedtisbruary 7, 2011, the SBA removed the warrargyipion allowing the Company to
recognize premium income concurrent with the datate and eliminating additions to the SBA loaasisferred asset and liability. The net
effect of this change resulted in NSBF being ableetognize as premium income, in the quarter eddad 30, 2011, $1,703,000 from 2010
loan sales coming off of warranty as well as premftom loan sales during the three months ended 30n2011.

On October 1, 2010, the Company elected to utilizefair value option for SBA 7(a) loans fundedasrafter that date. For these fair value
loans, premium on loan sales equals the cash premng servicing asset paid by the purchaser is¢bhendary market, the discount create:
the unguaranteed portion from the sale which folymeduced premium income is now included
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in the fair value line item, and, by not capitalgivarious transaction expenses, the salaries emefits and loan processing expense lines
portray a value closer to the cash cost to opéhatéending business. The fair value measuremanteiatly recorded as a 9.5% upfront discc

of the unguaranteed principal balance of SBA Idaid for investment, is based upon the investareppaid for the senior interest in our
unguaranteed loans with respect to our two seeatitin transactions, and adjusted for the estimsgedcing and interest income retained by
the trust over an estimated repayment term of theaes. This was further adjusted to reflect thereged default rate on the senior notes basec
on the default rate on our loan portfolio, assun@ngorst case scenario of no recoveries. Shoulge¢hfermance of the underlying loans to the
senior notes change, this could impact the assomgptised in the estimated repayment term as welleasstimated default rate and thus result
in a higher or lower discount rate taken in theifeat management reviews these assumptions regulizalyoan measured at fair value is
subsequently impaired, then the fair value of danlis measured based on the present value oftexjeture cash flows discounted at the
loan’s effective interest rate, or the fair valdahe collateral if the loan is collateral dependéine significant unobservable inputs used in the
fair value measurement of impaired loans involveagement’s judgment in the use of market data laind party estimates regarding
collateral values. Such estimates are further distal by 20% - 80% to reflect the cost of liquidgtthe various assets under collateral. Any
subsequent increases or decreases in any of thesimpuld result in a corresponding decrease oease in the reserve for loan loss. Because
the loans bear interest at a variable rate, NSBIS dot have to factor in interest rate risk.

Consideration in arriving at the provision for loass includes past and current loss experiencegruportfolio composition, future estimated
cash flows, and the evaluation of real estate dher@ollateral as well as current economic coadgi For all loans originated on or prior to
September 30, 2010, management performed a lodoanyreview for the estimated uncollectible portadmon-performing loans; subsequent
to September 30, 2010, management began recoriliograoriginations on a fair value basis whichuées a valuation reduction of the
unguaranteed portion of loans held for investmera kevel that takes into consideration futuredssd his valuation reduction is reflected in
line item above: Net Change in Fair Value of SBAahe Held for Investment.

Small Business Finance Summary

Three months Three months

ended June 30, 2012 ended June 30, 2011
(In thousands): # Loans $ Amount # Loans $ Amount
Loans sold in quarte 25 $16,73: 32 $19,78!
Loans originated in quart 28 $21,02¢ 34 $23,20¢
Loans that achieved sale status in quarter, otigéhia prior perioc — $ — 23 $14,67(
Premium income recognized ( $ 2,41« $ 4,25¢
Average sale pric 114.1¢ 110.9:

(1) Of the total premium recognized in the second guant 2011, $1,703,000 was from previously origithibans that achieved sale st¢
as a result of the warranty period expiri

For the three months ended June 30, 2012, the Gompaognized $2,414,000 of premium income fronid2s sold aggregating
$16,732,000. During the three months ended Jun2®d,, the Company recognized $4,258,000 in prenmawme from 32 loans sold totali
$19,781,000 not subject to the premium warranty, 28 loans aggregating $14,670,000 previously stilbjethe premium warranty that
achieved sale status during the quarter. The deeiiegpremium income for the three months ended 3002012 as compared with the prior
period, was due primarily to the reversal of the ¥alue adjustment of $1,703,000 associated WA ®ans transferred, subject to premium
recourse, which increased premium income for theesamount in the three months ended June 30, JbEladditional decrease was
attributable to the reduction in the number of lanld quarter over quarter, offset by an incréageemium pricing. Premiums on guaranteed
loan sales averaged 114.16 with 1% servicing feriarter ended June 30, 2012 compared with 110t83L% servicing for the quarter enc
June 30, 2011.
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Servicing Portfolios and related Servicing Income

Three months
ended June 30:

(In thousands): 2012 2011 $ Change % Change

Total NSBF originated servicing portfolio ( $309,45° $249,56¢ $ 59,89: 24%
Third party servicing portfolit 257,00¢ 75,88( 181,12¢ 23%%
Aggregate servicing portfoli $566,46¢ $325,44! $241,02: 74%
Total servicing income earnt $ 1,971 $ 72¢ $ 1,24z 170%

(1) Of this amount, total average NSBF originated miidfearning servicing income was $234,431,000 $t®&#,458,000 for the thre
months ended June 30, 2012 and 2011, respect

The $1,242,000 improvement in total servicing fe@me was essentially due to the addition of tharty loan servicing, which increased by
$1,130,000 for the three months ended June 30, @hpared with the three months ended June 30, A0iElaverage third party servicing
portfolio increased from $76,055,000 to $240,890,f20 the 2011 and 2012 three month period, respeygt The remaining increase of
$112,000 was attributable to the expansion of t88N portfolio, in which we earn servicing incomehieh increased from an average of
$184,458,000 for the three month period ending 011 to an average of $234,431,000 for theethmonths ended June 30, 2012. This
increase was the direct result of increased loginations throughout 2011 and the first six morth2012.

Interest income increased by $189,000 for the threrths ended June 30, 2012 as compared to thesaiod in 2011. The second quarter of
2012 added $246,000 of interest income as a reftite average outstanding performing portfoliG®&A loans held for investment increasing
from $26,247,000 to $46,993,000 for the quartetedrdune 30, 2011 and 2012, respectively. Intéregte for the three months ended

June 30, 2011 included $55,000 in interest earr@d SBA loans transferred, subject to recoursdratisferred loans achieved sales status at
December 31, 2011.

Other income increased by $77,000 primarily dua $15,000 increase in fees earned on receivabtehgmed and a $69,000 increase in ar
and upfront fees on financing clients earned by Ni€et by a decrease in other fees of $8,000 iSBF during the three months ended
June 30, 2012 as compared with the three montredeihhe 30, 2011 attributable to recognizing fgvepayment and packaging fees period
over period.

The increase in the net change in fair value aagettiwith SBA loans transferred, subject to premigoourse is the direct result of all
previously transferred loans having achieved daleis during 2011 as well as the SBA removing theranty provision (as discussed above)
allowing the Company to recognize premium incomeccorently with the date of sale. During the thneenths ended June 30, 2011, as a r
of the elimination of the premium warranty, 23 poasly transferred loans were recognized as stilesgby reducing the corresponding fair
value adjustment by $1,703,000. The change invedire associated with SBA loans held for salelsted to the total amount of loans
converted from partially funded to fully fundedtstaduring a given period. During the three momthded June 30, 2011 and 2012, the
Company converted $2,368,000 in partially fundehkocompared with $729,000, respectively. The as&én the change in fair value on S
loans held for investment is a result of reduchmy upfront discount taken on unguaranteed loaas) 1% to 9.5% during the first quarter of
2012. This reduction was determined based on thestor price paid for the senior interest in ouguaranteed loans with respect to our two
securitized transactions, adjusted for the estichaéevicing and interest income retained by thsttower an estimated repayment term of three
years and further adjusted to reflect the estimdefdult rate on the senior notes based on theildeéde on our loan portfolio, assuminy

worst case scenario of no recoveries. During theetinonths ended June 30, 2012, loans originattield for investment aggregated
$5,015,000 resulting in a corresponding fair vaass of $439,000, representing an improvement @4¥100 over the second quarter of 2011.
In connection with the Summit financing transactanich closed in April 2012, the Company adjustsdiyarrant liability to fair value at
period end resulting in a fair value loss of $100,or the three months ended June 30, 2012.

Salaries and benefits increased by $323,000 priynduie to the addition of staff in the originatiregrvicing and liquidation departments, as
well as additional staff to service third party tracts. Combined headcount increased by 30% froet 30ne 30, 2011 to 65 at June 30, 2012.

Interest expense increased by $518,000 for the tmenths ended June 30, 2012 compared with the garizal in 2011, due primarily to
$379,000 of interest expense associated with then8ufinancing transaction which closed in April1Z2D The

36



Table of Contents

$379,000 includes interest, payment-in-kind interdiscount on the valuation of the warrant and dization of deferred financing costs.
Additionally, interest at NBC increased by $6,08Ql#@ average debt outstanding at NBC increased $#981,000 to $5,336,000 for the th
months ended June 30, 2011 and 2012, respectindlN&BF experienced an increase in interest expefid&77,000 in connection with the
closing of the second securitization transactioBéeember 2011 and an increase of $11,000 relatéetCapital One line of credit increase in
June 2011. The remaining decrease is attributatderéduction of $55,000 attributable to the ligpiflor SBA loans transferred, subject to
premium recourse, which was reduced to zero in 2011

Professional fees for the three months ended Jon203.2 increased by $83,000 when compared witlthttee months ended June 30, 2011
primarily due to consulting and accounting expenaesvell as fees associated with the trusteehtotdan portfolio securitization.

Loan Loss Reserves and Fair Value Discount

Three months
ended June 30:

(In thousands): 2012 2011 $ Change % Change

Total reserves and discount, beginning of period $ 5,62: $ 4,077 $ 1,54¢ 38%
Provision for loan los 15¢& 74 81 10%
Discount, loans held for investment at fair vallig 43¢ 613 74 (28)%
Charge offs (net of recoverie (589) (263) (32€) (129)%
Total reserves and discount, end of pe $ 5,62¢ $ 4,501 $ 1,127 25%
Gross portfolio balance, end of peri $55,02¢ $37,72¢ $17,29¢ 46%
Total impaired nonaccrual loans, end of pel $ 6,51¢ $ 8,33/ $(1,815) (22)%

(1) Based on the investor price paid for the seini@rest in our unguaranteed loans with respeotitdwo securitized transactions, adjusted
for the estimated servicing and interest incomained by the trust over an estimated repayment ¢éitimree years and further adjuste:
reflect the estimated default rate on the senitesibased on the default rate on our loan portfabsuming a worst case scenario of no
recoveries, the upfront discount taken on unguasthtoans was reduced from 11% to 9.5% duringitbedquarter of 201z

The increase in loan loss provision of $81,000 eféset by the $174,000 net change in fair valu8BA loans held for investment for loans
originated subsequent to September 30, 2010. Timbioed provision for loan loss and net change iinvialue decreased from $687,000 for
three months ended June 30, 2011 to $594,000dmsame period in 2012, a net decrease of $93,0@tpever period. The allowance for lo
loss, together with the cumulative fair value atijuent related to the SBA loans held for investmemntreased from $4,501,000 or 12.0% of
gross portfolio balance of $37,728,000 at June28Q,1 to $5,628,000 or 10.2% of the gross portfoétance of $55,024,000 at June 30,
2012. This decrease in reserve percentage alsztethe positive performance of the portfolio.al@npaired non-accrual loans decreased
from $8,334,000 or 22.0% of the total portfoliaJahe 30, 2011 to $6,519,000 or 11.8% at June 3@ RGth $2,507,000 or 30.1% and
$1,943,000 or 29.8% of the allowance for loan ledssing allocated against such impaired non-actovaak, respectively. The year over year
reduction in non-performing loans results from mpiovement in the overall economic climate. Theryeer year reduction in the specific
reserve reflects both the overall collateralizationthe non-performing portfolio as well as ther@ase in the portion of that portfolio making
periodic payments pending return to performingustaeducing the need for a specific reserve atithis.

Other general and administrative costs increasefiy,000 due primarily to the increase in loagioating, processing and servicing costs as
a result of the increase in loans originated amdced during the current quarter as well as angase in loan recovery costs of $114,000
during the second quarter of 2012 as comparedthvittsame quarter in 2011.

The increase of the loan portfolio, combined wittprovements in servicing and interest, generatetthdwaddition to and enhanced
performance of the portfolio, and an increase irdtpharty servicing, offset additional salariesvégng and origination expenses. The resulting
pretax income of $1,478,000 for the three montttedrdune 30, 2012 was a 43% improvement over #texpincome of $1,036,000 for the
three months ended June 30, 2011.
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(In thousands):
Revenue
Premium incomt
Servicing fee
Interest incomt
Management fee- related party
Other income
Total revenue

Net change in fair value ¢

SBA loans transferred, subject to premium reco

SBA loans held for sal

SBA loans held for investme

Warrant liability

Total net change in fair valt

Expenses

Salaries and benefi

Interest

Professional fee

Depreciation and amortizatic

Provision for loan losse

Other general and administrative cc

Total expense

Income before income tax

Small Business Finance Summary

(In thousands):
Loans sold in period

Loans originated in peric

Loans that achieved sale status, originated irr pieéoiod

Premium income recognized (

Average sale pric

Six months
ended June 30:
2012 2011 $ Change % Change

$ 4,80¢ $ 7,27: $(2,46¢) (34)%

3,052 1,36¢ 1,68¢ 125%

1,51¢ 1,31C 20¢€ 16%

293 29¢ — — %

1,13¢ 1,11(C 26 2%
10,80: 11,35: (552) (5)%
— (3,216 3,21¢ (100)%

(82) 29€ (37¢) (126)%
(581) (93¢) 357 (38)%
(111) — (111) — %

(774) (3,85¢) 3,08¢ (80)%
2,852 2,22( 632 28%
1,54¢ 1,08z 464 43%

351 232 11¢ 51%

42¢€ 41€ 10 2%

26& 86 17¢ 20&%

1,64: 1,151 492 43%
7,08: 5,181 1,89¢ 37%
$ 2,94« $ 2,30¢ $ 63€ 28%
Six months Six months
ended June 30, 2012 ended June 30, 2011
# Loans $ Amount # Loans $ Amount
44 $ 35,01¢ 58 $ 31,99
47 $ 45,51 59 $ 42,62:
— — 46 $ 29,21¢
$ 4,80« $ 7,27
113.0¢ 111.2]

(1) Of the total premium recognized in the first hefl011, $3,216,000 was from previously originateans that achieved sale status

result of the warranty period expirin
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For the six months ended June 30, 2012, the Compmognized $4,804,000 of premium income from &hosold aggregating $35,019,000.
During the six months ended June 30, 2011, the @ompecognized $4,056,000 of premium income fronio&8s sold totaling $31,997,000
not subject to the premium warranty, and $3,216f00® 46 loans aggregating $29,219,000 previoushjext to the premium warranty that
achieved sale status during the six months. Theedse in premium income for the six months endeé 30, 2012 as compared with the prior
period was due entirely to the reversal of thefalue adjustment of $3,216,000 associated with 82#s transferred, subject to premium
recourse, which increased premium income for theesamount in the six months ended June 30, 20&miBm prices on guaranteed loan
sales averaged 113.06 with 1% servicing for thereixths ended June 30, 2012 compared with 111 @11WWb servicing for the six months
ended June 30, 2011.

Servicing Portfolios and related Servicing Income

Six months
ended June 30:
(In thousands): 2012 2011 $ Change % Change
Total NSBF originated servicing portfolio (1) $309,45° $249,56! $ 59,89: 24%
Third party servicing portfolit 257,00¢ 75,88( 181,12¢ 23%%
Aggregate servicing portfoli $566,46¢ $325,44! $241,02: 74%
Total servicing income earnt $ 3,052 $ 1,36¢ $ 1,68/ 122%

(1) Of this amount, total average NSBF originatedfplio earning servicing income was $226,073,a0d $179,244,000 for the six month
period ended June 30, 2012 and 2011, respect

The $1,684,000 improvement in total servicing femme was attributable primarily to third partyragervicing, which increased by
$1,358,000 for the six months ended June 30, 26fpared to the six months ended June 30, 2011aVémage third party servicing portfolio
increased from $76,055,000 to $143,337,000 foR01l and 2012 six month period, respectively. lditaah, servicing fees received from the
SBA on repurchased loans increased by $67,000renemaining increase of $259,000 was attributatbtee expansion of the NSBF
portfolio, in which we earn servicing income, whiclcreased from an average of $179,244,000 fosithenonth period ending June 30, 2011
to an average of $226,073,000 for the same six impatiod in 2012. This increase was the directlt@duncreased loan originations
throughout 2011 and the first six months of 2012.

Interest income increased by $206,000 for the sirtims ended June 30, 2012 as compared to the smod m 2011. The first half of 2012
added $528,000 of interest income as a resulteatierage outstanding performing portfolio of SBArs held for investment increasing from
$25,112,000 to $44,458,000 for the six months edded 30, 2011 and 2012, respectively. Result2dtd included $326,000 in interest
earned from SBA loans transferred, subject to resmuall transferred loans achieved sales statDe@mber 31, 2011.

Other income increased by $26,000 primarily dua $92,000 increase in annual and upfront feesmaméing clients earned by NBC, offset
a decrease in receivable and billing fee reven&80f000. Additionally, NSBF incurred a $35,000uetibn in other income period over per
attributable to recognizing fewer prior period expe recoveries and packaging fees.

The increase in the net change in fair value aasetiwith SBA loans transferred, subject to premiaoourse is the direct result of all
previously transferred loans having achieved daliis during 2011 as well as the SBA removing taeranty provision (as previously
discussed above) allowing the Company to recogmiemium income concurrent with the date of salaimuthe six months ended, June 30,
2011, as a result of the elimination of the premiuarranty, 23 previously transferred loans wer@gaized as sales, thereby reducing the
corresponding fair value adjustment by $3,216,00@ change in fair value associated with SBA Idzeld for sale is related to the total
amount of loans converted from partially fundedutity funded status during a given period. Durihg six months ended June 30, 2011 and
2012, the Company converted $59,000 in partialhdid loans compared with $335,000, respectivelg.imbrease in the change in fair value
on SBA loans held for investment is a result ofuedg the upfront discount taken on unguaranteaddpfrom 11% to 9.5% during the first
quarter of 2012. This reduction was determined dhasethe investor price paid for the senior intere®ur unguaranteed loans with respect to
our two securitized transactions, adjusted foretstimated servicing and interest income retainethéyrust over an estimated repayment term
of three years and further adjusted to reflectettenated default rate on the senior notes baseldeotiefault rate on our loan portfolio,
assuming a worst case scenario of no recoveriegndthe six months ended June 30, 2012, loansnattiegd and held for investment
aggregated $10,824,000 resulting in a corresporfdingalue loss of $581,000, representing an imenoent of $357,000 over the first half of
2011. In connection with the Summit financing traetoon which closed in April 2012, the Company releal a fair value loss of $111,000 for
the six months ended June 30, 2012 to reflectahievélue of warrants issued as part of the traisac
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Salaries and benefits increased by $632,000 priynduie to the addition of staff in the originatiregrvicing and liquidation departments, as
well as additional staff to service outside contsa€ombined headcount increased by 25.53% froavarage of 47 for the six months ended
June 30, 2011 to an average of 59 for the six nsoatided June 30, 2012.

Interest expense increased by $464,000 for thmeixhs ended June 30, 2012 compared with the sarfapn 2011, due primarily to
$379,000 of interest expense associated with then8ufinancing transaction which closed in AprilZZ20 The $379,000 includes interest,
payment-in-kind interest, discount on the valuatibthe warrant and amortization of deferred firagcosts. Additionally, NSBF experienced
an increase in interest expense of $330,000 inexiion with the closing of the second securitizati@nsaction in December 2011 and an
additional $86,000 increase related to the Cafite line of credit which increased from an averagfstanding balance of $5,614,000 for the
six months ended June 30, 2011 to $7,180,000 éosdme period in 2012. These increases were bdffsereduction of $326,000 attributable
to the liability for SBA loans transferred, subjéztpremium recourse, which was reduced to ze@9il and a decrease of interest at NBC by
$24,000 due to the write off of the remaining defdrfinancing costs under the Wells line in 2011.

Professional fees for the six months ended Jun2@I®, increased by $119,000 when compared witlsithmonths ended June 30, 2011
primarily due to consulting and accounting expenasavell as fees associated with the trusteehtotdan portfolio securitization.

Loan Loss Reserves and Fair Value Discount

Six months
ended June 30:

(In thousands): 2012 2011 $ Change % Change

Total reserves and discount, beginning of period $ 5,56¢ $ 3,84t $ 1,721 45%
Provision for loan los 265 86 17¢ 20€%
Discount, loans held for investment at fair vallig 581 93¢ (357) (38)%
Charge offs (net of recoverie (785) (367) (418) (119%
Total reserves and discount, end of pe $5621 $450. $1,12¢ 25%
Gross portfolio balance, end of peri $55,02¢  $37,72¢  $17,29¢ 46%
Total impaired nonaccrual loans, end of pel $ 6,51¢ $ 8,33« $(1,815) (22)%

(1) Based on the investor price paid for the seni@regt in our unguaranteed loans with respect tdveniisecuritized transactions, adjus
for the estimated servicing and interest incomained by the trust over an estimated repayment ¢éitimree years and further adjuste:
reflect the estimated default rate on the senitesibased on the default rate on our loan portfaBsuming a worst case scenario of no
recoveries, the upfront discount taken on unguasghtoans was reduced from 11% to 9.5% duringitseduarter of 201z

The increase in loan loss provision of $179,000 eféset by the $378,000 net change in fair valuSBA loans held for investment for loans
originated subsequent to September 30, 2010. Timbioed provision for loan loss and net change iinviaue decreased from $1,024,000 for
the six months ended June 30, 2011 to $846,00Béosix months ended June 30, 2012, a net decoé&44'8,000 period over period. The
allowance for loan loss together with the cumulatadjustment related to SBA loans held for investnmcreased from $4,502,000 or 12.09
the gross portfolio balance of $37,728,000 at Bhe2011 to $5,627,000 or 10.2% of the gross plstimlance of $55,024,000 at June 30,
2012. This decrease in reserve percentage alseztethe positive performance of the portfolio.al@npaired non-accrual loans decreased
from $8,334,000 or 22.1% of the total portfoliaJane 30, 2011 to $6,519,000 or 11.85% at June®® @ith $2,507,000 or 30.1% and
$1,943,000 or 29.8% of the allowance for loan ledssing allocated against such impaired non-actwaak, respectively. The year over year
reduction in non-performing loans results from mpiovement in the overall economic climate. Theryeer year reduction in the specific
reserve reflects both the overall collateralizationthe non-performing portfolio as well as ther@ase in the portion of that portfolio making
periodic payments pending return to performingustaeducing the need for a specific reserve atithis.

Other general and administrative costs increasef4B®,000 due primarily to the increase in loagiogting, processing and servicing costs as
a result of the increase in loans originated amdced during the current quarter and an increds242,000 in loan recovery costs associated
with the sale of foreclosed properties during fih& £ix months of 2012 and an increase in colidtereservation costs as compared with the
same period in 2011.
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The increase of loan originations and the sizéefportfolio, combined with improvements in semgiand interest, generated by the addition
to and enhanced performance of the portfolio, ansherease in third party servicing, were suffitiemoffset additional salaries, servicing and
origination expenses. The resulting pretax incoff&2¢®44,000 for the six months ended June 30, 2¢d4a 28% improvement over pretax
income of $2,308,000 for the six months ended Ae011.
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All Other
Three months
ended June 30:
(In thousands): 2012 2011 $ Change % Change
Revenue
Insurance commissiot $ 31¢ $ 26¢ $ 50 19%
Other income 112 74 38 51%
Other income- related party 19 — 19 10C%
Interest incom 1 4 3) (75)%
Total revenue 451 347 104 30%
Expenses
Salaries and benefi 491 49¢ (8) (2%
Professional fee 67 59 8 14%
Depreciation and amortizatic 2 20 (18) (90)%
Other general and administrative cc 12¢ 111 18 16%
Total expense 68¢ 68¢ — —%
Loss before income tax: $(23¢€) $(342) $ 104 30%

Three months ended June 30, 2012 and 2011:

The All Other segment includes revenues and exggmamarily from Newtek Insurance Agency, LLC (“NTANewtek Payroll Services and
qualified businesses that received investments rtiadagh the Company’s Capcos which cannot be aaged with other operating segments.

Total revenue increased by $104,000, or 30% fothtee months ended June 30, 2012 as compared sathe period in 2011. Insurance
commissions increased by $50,000 which was duegpilyrto the expansion of NIA’s force placed insura portfolio. Other income increased
by $38,000 period over period, related in part ewiek Payroll Services revenues which increased $&7,000 for the three months ended
June 30, 2011, to approximately $41,000 for theeahmonths ended June 30, 2012. The improvemendweato organic growth in the number
of payroll clients which increased from 16 as aid30, 2011, to 238 clients as of June 30, 2012elOhcome — related party represents fees
charged by Newtek Payroll Services to Newtek armisliaries which are eliminated upon consolidation.

Total expenses remained unchanged period overgasioeductions in salaries and benefits and digpicat and amortization were sufficien
offset slight increases in professional fees aheérogeneral and administrative expenses.
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Six months
ended June 30:
(In thousands): 2012 2011 $ Change % Change
Revenue
Insurance commissiot $ 63C $ 52E $ 10t 20%
Other income 21C 17C 40 24%
Other income- related party 41 — 41 10(%
Interest incom 2 6 4 (67)%
Total revenue 88: 701 182 26%
Expenses
Salaries and benefi 1,03¢ 934 104 11%
Professional fee 142 123 19 15%
Depreciation and amortizatic 16 41 (25) (61)%
Other general and administrative cc 24k 241 4 2%
Total expense 1,441 1,33¢ 10z 8%
Loss before income tax: $ (55¢) $ (639 $ 80 13%

Six months ended June 30, 2012 and 2011:

Total revenue increased by $182,000 or 26% fosthenonths ended June 30, 2012 as compared tathe geriod in 2011. Insurance
commissions increased by $105,000 which was dumegpily to the expansion of NIA's force placed insuice portfolio. Other income
increased by $40,000 period over period, due ihtpalewtek Payroll Services revenues which inaeddsom $21,000 for the six months
ended June 30, 2011, to approximately $68,00thsix months ended June 30, 2012. The improvem#inth was due to organic growth,
resulted from an increase in the number of payt@hts from 16 as of June 30, 2011 to 238 cliastsf June 30, 2012. Other income - related
party represents fees charged by Newtek Payrolli&@er to the Company and subsidiaries which amietited upon consolidation.

Total expenses increased by $102,000 period overdoprimarily due to a $104,000 increase in saelend benefits. The majority of the
increase, or $65,000 was attributable to Newtekd®e$ervices which had an increase in head cawmt three payroll services employees for
the six months ended June 30, 2011, to six empsogedune 30, 2012.
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Corporate activities

Three months
ended June 30:

(In thousands): 2012 2011 $ Change % Change
Revenue
Management fee- related party $ 19¢ $ 28¢ $ (90 (31)%
Interest and other incon 6 15 (9) (60)%
Total revenu 20t 304 (99 (33)%
Expenses
Salaries and benefi 1,221 1,70¢ (487) (29)%
Professional fee 26¢ 284 (15) B)%
Depreciation and amortizatic 29 47 (18) (38)%
Other general and administrative cc 61€ 67¢ (63) (9%
Total expense 2,13t 2,71¢ (583) (21)%
Loss before income taxi $(1,930 $(2,414) $ 484 20%

The Corporate activities segment implements busiagategy, directs marketing, provides technolmggrsight and guidance, coordinates and
integrates activities of the other segments, cotgraith alliance partners, acquires customer dppdfes, and owns our proprietary
NewTracker®referral system and all other intellectual propeigints. This segment includes revenue and expensealocated to other
segments, including interest income, Capco relpgety management fee income, and corporate opgretipenses. These operating expenses
consist primarily of internal and external publazaunting expenses, internal and external corpéegtd expenses, corporate officer salaries,
sales and marketing expense and rent for the peaheixecutive offices.

Revenue is derived primarily from management feesexl from the Capcos. Management fee revenuenddch1%, or $90,000, to $199,000
for the three months ended June 30, 2012, from $28%or the three months ended June 30, 2011tdRiearty management fees, which are
eliminated upon consolidation, are expected toinaetto decline in the future as the Capcos matndeutilize their cash. If a Capco does not
have current or projected cash sufficient to papagament fees, then such fees are not accrued.

Total expenses decreased by $583,000, or 21%hddahtee months ended June 30, 2012 from the sarigelpn 2011. The $487,000 decrease
in salaries and benefits was due to the deparfuae executive officer resulting in a severance pegrual of $276,000 in the 2011 period, as
well as other reductions in personnel period owiga. Professional fees declined approximately,1® period over period as a result of
reduced annual audit fees and overall decreadegahand other professional fees. Depreciationaandrtization decreased $18,000 period
over period due to fixed assets becoming fully defated over the past twelve months. The decrde®&30000 in other general and
administrative costs was primarily attributable¢duced rent and related occupancy costs of appedgly $109,000, resulting primarily from
the Company’s prior year corporate office reloaatioffset in part by increases in marketing andtesl costs.

Loss before income taxes decreased $484,000 fahteée months ended June 30, 2012, as comparbd same period in 2011, primarily due
to the decrease in overall expenses explained apavially offset by a decrease in related pargnagement fee revenue.
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Six months
ended June 30:
(In thousands): 2012 2011 $ Change % Change
Revenue
Management fee- related party $ 44¢ $ 62C $ (172) (28)%
Interest and other incon 7 19 (12 (63)%
Total revenu 45k 63¢ (184) (29%
Expenses
Salaries and benefi 2,58 3,10t (522) (17)%
Professional fee 46E 53k (70 (13)%
Depreciation and amortizatic 55 10t (50) (48)%
Other general and administrative cc 1,082 1,27: (197) (15)%
Total expense 4,18¢ 5,01¢ (833) (17)%
Loss before income tax: $(3,730 $(4,379) $ 64¢ (15)%

Six months ended June 30, 2012 and 2011:

Revenue is derived primarily from management fegsed from the Capcos. Related party managememneveaue declined 28%, or
$172,000, to $448,000 for the six months ended 3002012, from $620,000 for the six months endet B0, 2011. Related party
management fees, which are eliminated upon cora@it, are expected to continue to decline in theré as the Capcos mature and utilize
their cash. If a Capco does not have current gepted cash sufficient to pay management fees,gheh fees are not accrued.

Total expenses decreased $833,000, or 17%, faixhmonths ended June 30, 2012 from the same periddl1. The decrease in total
expenses was primarily due to a $522,000 decreassaries and benefits resulting from a severgageaccrual of $276,000 in 2011 for the
departure of an executive officer, as well as othductions in personnel in accounting and margetivhich reduced salaries and benefits
period over period. Professional fees declined Hy,@00 for the six months ended June 30, 2012 pifimdue to overall decreases in audit,
legal and other professional services. In addititapreciation and amortization decreased by $500@@i0d over period due to fixed assets
becoming fully depreciated over the past twelve thenOther general and administrative costs detlne$191,000 due mainly to a reduction
in rent and related costs resulting from our caapmoffice relation which occurred in November 2011

Loss before income taxes decreased $649,000 faixhreonths ended June 30, 2012, as compared sathe period in 2011, primarily due to
the overall decreases in expenses partially offget decrease in related party management feeueven
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Capco

As described in Note 3 to the condensed consolidétancial statements, effective January 1, 2808 Company adopted fair value
accounting for its financial assets and finangailities concurrent with its election of the fai@lue option for substantially all credits in liet
cash, notes payable in credits in lieu of cashpegaid insurance. These are the financial asadttabilities associated with the Company’s
Capco notes that are reported within the CompaBgjsco segment. The tables below reflect the effefdtse adoption of fair value
measurement on the income and expense items (inffomdax credits, interest expense and insurarperese) related to the revalued
financial assets and liability for the three andraibnths ended June 30, 2012 and 2011. In additiemet change to the revalued financial
assets and liability for the three and six monttdeel June 30, 2012 and 2011 is reported in thé'Nieé change in fair market value of Credits
in lieu of cash and Notes payable in credits in i cash” on the condensed consolidated stateaf@perations.

The Company does not anticipate creating any nepe@ain the foreseeable future and the Capco sdgmiénontinue to incur losses going
forward. The Capcos will continue to earn cash stweent income on their cash balances and incurmastagement fees and operating
expenses. The amount of cash available for invedtared to pay management fees will be primarilyeshefent upon future returns generated
from investments in qualified businesses. Incoreftax credits will consist solely of accretiontbé discounted value of the declining dollar
amount of tax credits the Capcos will receive i filiture; the Capcos will continue to incur nonkcagerest expense.

Three months
ended June 30:

(In thousands): 2012 2011 $ Change % Change
Revenue
Income from tax credit $ 12¢ $ 317 $ (18¢) (59)%
Interest incomt 6 6 — — %
Other income 6 1 5 500%
Total revenu 141 324 (183) (56)%
Net change in fair value ¢
Credits in lieu of cash and Notes payable in cegditieu of casl 5 1 4 40(%
Expenses
Management fee- related party 34k 43t (90) (21)%
Interest 144 327 (183 (56)%
Professional fee 43 51 8 (16)%
Other general and administrative cc 12 3 15 50(%
Total expense 544 81C (26€) (33)%
Loss before income tax: $(39€) $(48E) $ 87 18%

Three months ended June 30, 2012 and 2011:

Revenue is derived primarily from non-cash inconoenftax credits. The decrease in total revenuethiothree months ended June 30, 2012
versus the three months ended June 30, 2011 =eflexeffect of the declining dollar amount of tagdits remaining in 2012. The amount of
future income from tax credits revenue will fludeiavith future interest rates. However, over futpegiods through 2016, the amount of tax
credits, and the income the Company will recognizé decrease to zero.

Expenses consist primarily of management fees anecash interest expense. Related party managdeemntlecreased 21%, or $90,000, to
$345,000 for the three months ended June 30, 2042 $435,000 for the same period ended 2011. Refmiety management fees, which are
eliminated upon consolidation, are expected toidedh the future as the Capcos mature and utifieé cash. Interest expense decreased 56%
or $183,000, to $144,000 for the three months eddee 30, 2012 from $327,000 as a result of thérdleg amount of tax credits payable in
2012. Professional fees decreased $8,000 betweenipas a result of reduced consulting and acaugyifées. The increase in other general
and administrative costs of $15,000 was due prisnaia reversal of a previously written off guatesd portion of an investment in 2011 of
$51,000. In addition, there was a reduction in betmkrges, filing fees and general office expensesrred for the three months ended June 30,
2012 versus the three months ended June 30, 2011.
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Six months
ended June 30:
(In thousands): 2012 2011 $ Change % Change
Revenue
Income from tax credit $ 31¢ $ 63C $ (311 (49)%
Interest incom 15 31 (16) (52)%
Other income 121 2 11¢ 5,95(%
Total revenu 45k 663 (208) (31)%
Net change in fair value ¢
Credits in lieu of cash and Notes payable in cseiditieu of casl 41 76 (35) (46)%
Expenses
Management fee- related party 74C 912 72 (19)%
Interest 381 728 (342 (47)%
Professional fee 13¢ 13t 3 2%
Other general and administrative cc 44 65 (22) (32)%
Total expense 1,30z 1,83¢ (532) (29)%
Loss before income tax: $ (807) $(1,096) $ 28¢ 26%

Six months ended June 30, 2012 and 2011:

Revenue is derived primarily from non-cash inconoenftax credits. The decrease in total revenu¢h®isix months ended June 30, 2012
versus the same period in 2011 reflects the effettte declining dollar amount of tax credits reniiad in 2012 partially offset by a $100,000
gain on the sale of an investment with a zero @agripasis. The amount of future income from taxditeerevenue will fluctuate with future
interest rates. However, over future periods thhoR@16, the amount of tax credits, and therefoeeribome the Company will recognize, will
decrease to zero.

Expenses consist primarily of management fees anecash interest expense. Related party managdeentecreased 19%, or $172,000, to
$740,000 for the six months ended June 30, 2012 $812,000 for the same period ended 2011. Refsteg management fees, which are
eliminated upon consolidation, are expected toidedh the future as the Capcos mature and utilize cash. Interest expense decreased 47%
or $342,000, to $381,000 for the six months endee B0, 2012 from $723,000 as a result of the digglidollar amount of tax credits payable
in 2012. Other general and administrative costsedsed by 32%, or $21,000 for the six months eddeé 30, 2012 over the prior period
primarily due to a $6,000 lease restructuring chahgt occurred in the first quarter of 2011 ad aglreduced bank charges, annual filing fees
and general office expenses in the current period.
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Critical Accounting Policies and Estimates:

The Company'’s significant accounting policies agsatibed in Note 2 of the Notes to Consolidateéfaial Statements included in its Form
10-K for the fiscal year ended December 31, 201dis&ussion of the Company’s critical accountingjgi@s, and the related estimates, are

included in Management’s Discussion and AnalysiRe$ults of Operations and Financial PositionsrFisrm 10-K for the fiscal year ended
December 31, 2011.

Liquidity and Capital Resources

Cash requirements and liquidity needs over the tvgaiive months are anticipated to be funded pripdnrough cash generated from
operations, available cash and cash equivalems)dtvly secured and existing lines of credit amohtioan, and additional securitizations of the
Company’s SBA lender’s unguaranteed loan portisssmore fully described below, the Company’s SBAder is dependent on funding
sources to maintain SBA loan originations at aptited levels; although failure to find and mainthiese sources may require the reduction in
the Company’s SBA lending and related operatidnsili not impair the Company’s overall ability tiperate.

In order to operate, the Company’s SBA lender ddp@m the continuation of the SBA 7(a) guarantead program of the United States
Government. The Company’s SBA lender depends oavhgability of purchasers for SBA loans held éate transferred to the secondary
markets and the premium earned therein to supisderding operations. At this time, the Compan$BA lender depends on the availabilit
purchasers for SBA loans held for sale transfetoatie secondary markets and the premium earneeitht® support its lending operations. At
this time, the secondary market for the SBA loaglsl lfor sale is robust.

The Companys SBA lender has historically financed the operetiof its lending business through loans or creditities from various lendel
and will need to continue to do so in the futunectslenders invariably require a security intereshe SBA loans as collateral which, under
applicable law, requires the prior approval of 8#A. If the Company should ever be unable to ohtfaénapproval for its financing
arrangements from the SBA, it would likely be urmatad continue to make loans.

As an alternative to holding indefinitely the ports of SBA loans remaining after sale of the guech portions in the SBA supervised
secondary market, the Company has undertaken twmisee these unguaranteed portions. In Decemb#® 2e first such securitization trust
established by the Company issued to one investessrin the amount of $16,000,000 which receive8&R rating of AA. A second
securitization, an amendment to the original tratisa, was completed in December 2011, and resuitad additional $14,900,000 of notes
issued to the same investor. The SBA lender usedabh generated from the first transaction toeré@s outstanding term loan from Capital
One, N.A. and to fund a $3,000,000 account whiafinduthe first quarter of 2011 purchased unguarshteortions originated subsequent to
securitization transaction. Similarly, the procerdsn the second securitization in 2011 were useubly down its outstanding term loan with
Capital One, N.A., and to fund a $5,000,000 accowhich was used to purchase unguaranteed powidiesins in the first quarter of 2012.
While this securitization process can provide ayterm funding source for the SBA lender, theredscertainty that it can be conducted on an
economic basis. In addition, the securitization naeism itself does not provide liquidity in the dghterm for funding SBA loans.

In December 2010, the SBA lender entered into ameswlving loan agreement with Capital One, N.A.dip to $12,000,000 to be used to fi
the guaranteed portions of SBA loans and to beidepith the proceeds of the sale in the secondaagket of those portions. Also, in June
2011, the SBA lender entered into a new revolvaanlagreement with Capital One N.A., for up to $06,000 to be used to fund the
unguaranteed portions of SBA loans and to be repéfdthe proceeds of loan repayments from thedveers as well as excess cash flow of
NSBF. As a result of these two facilities, the SBAder was able to increase the amount of loazenifund at any one tim

Through February 28, 2011, the receivables finanaimt, NBC, utilized a $10,000,000 line of creglibvided by Wells Fargo Bank to purch
and warehouse receivables. On February 28, 201C, é&iBered into a three year line of credit of u$10,000,000 with Sterling National Ba
which replaced the Wells Fargo line. There is rassrcollateralization between the Sterling lendawglity and the Capital One term loan and
credit facility; however, a default under the Cap®ne term loan or line of credit will create spibility of default under the Sterling line of
credit. The availability of the Sterling line ofedlit and the performance of the Capital One temndoare subject to compliance with certain
covenants and collateral requirements as set iiottheir respective agreements, as well as limigstrictions on distributions or loans to the
Company by the respective debtor, none of whichhaaterial to the liquidity of the Company. At JUs@ 2012, the Company and its
subsidiaries were in full compliance with appli@tdan covenants. The Company guarantees theseflmatihe subsidiaries up to the amount
borrowed; in addition, the Company deposited $7800ith Sterling to collateralize the guarantee.
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In April 2012, the Company closed a $15,000,00008dd ien Credit Facility (the “Facility”) issued [Bummit Partners Credit Advisors, L.P.
(“Summit”), comprised of a $10,000,000 term loamjet was drawn at closing, and a $5,000,000 delayad term loan to be made upon the
satisfaction of certain conditions. The funds weased primarily for general corporate purposes iiclg the origination of SBA 7(a) loans. The
loan bears interest at 12.5% per annum on the ahoadstanding plus payment-in-kind interest at 2.9%ich can either be paid quarterly in
arrears or added to the outstanding loan amout FEgility will mature in 5.5 years and can be pidpvithout penalty at any time following
the second anniversary date of the closing date.

As of June 30, 2012, the Company’s unused sourfdéguality consisted of $23,061,000 in unrestritisash and cash equivalents and
$424,000 and $584,000 available through the Capitel and Sterling National Bank lines of credigpectively.

Restricted cash of $8,938,000 as of June 30, 2)fpémarily held in NSBF, the Capcos and Corporte.NSBF, approximately $2,011,00(
held by the securitization trust as a reserve turéunonperforming loans and $1,556,000 is duattigipants. For the Capcos, restricted cash
can be used in managing and operating the Capaldngqualified investments and for the paymertagés on Capco income. In addition, as
discussed above, the Company deposited $750,00(84etling to collateralize its guarantee. In summblewtek generated and used cash as
follows:

(Dollars in thousands)

Six
months ended
June 30,
2012 2011
Net cash provided by operating activit $ 2,34¢ $ 2,55i
Net cash used in investing activiti (9,18)) (5,635
Net cash provided by financing activiti 18,53¢ 4,39
Net increase in cash and cash equival 11,69¢ 1,31¢
Cash and cash equivalents, beginning of pe 11,36: 10,38:
Cash and cash equivalents, end of pe $23,06: $11,70:

Net cash flows provided by operating activitiesréased $212,000 to net cash flow provided by oersof $2,345,000 for the six mont
ended June 30, 2012 compared to net cash flowsdeby operations of $2,557,000 for the six momthded June 30, 2011. The change
includes a $34,686,000 use of funds to originaté &&ns held for sale, which was offset by $35,009,in proceeds from loans sold during
the period. Other changes in operating assetsialitities were equally matched during the periedulting in the overall minimal change
between periods.

Net cash used in investing activities primarilylies activity for the unguaranteed portions of 9Bans, the purchase of fixed assets
customer merchant accounts, and changes in restiieish. Net cash used in investing activitiessmsed by $(3,546,000) to cash used of
$(9,181,000) for the six months ended June 30, 20ixpared to cash used of $(5,635,000) for thensirths ended June 30, 2011. The
increase in cash used in investing activities liergix months ended June 30, 2012 was primarilytaaegreater amount of SBA loans
originated for investment, $(10,923,000) in 2018sue $(8,623,000) in 2011, as a result of an irseréa total dollars funded and the return to
the majority of our loans being funded with a 75%r guarantee in the current year, offset by arease in payments received on SBA loans
from $1,692,000 in 2011 to $2,086,000 in 2012.

Net cash provided by financing activities primaiitgludes the net borrowings (repayments) on nptgsble as well as securitizati

activities. Net cash provided by financing actedtincreased by $14,137,000 to cash provided ab82800 for the six months ended June
2012 from cash provided of $4,397,000 for the sbnths ended June 30, 2011. The primary reasoméontrease was the proceeds received
from the Summit term loan which added $10,000,00€eish during the period. The current six montlogealso reflects an increase to cash of
$2,763,000 related to the consolidation of Exp¥I@), as well as the release of approximately $5,0@0 of restricted cash related to the
second securitization that was designed as a pidirfg account in December 2011 and was used dthfirst quarter of 2012 to originate
unguaranteed portions of SBA 7(a) loans.

The $11,698,000 increase in cash and cash equigaieA012 was essentially related to the proceedsived in connection with the Summit
credit facility and the other financing activitineted above.
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Item 3. Quantitative and Qualitative Disclosures abut Market Risk.

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

Our SBA lender primarily lends at an interest @t@rime, which resets on a quarterly basis, pltisead margin. Our receivable financing
business purchases receivables priced to equatsitilar prime plus a fixed margin structure. Tepital One term loan and revolver loan,
securitization notes and the new Sterling linerefld are, and the former Wells Fargo line of credis, on a prime plus a fixed factor basis
(although the Company had elected under the Wallgd-line to borrow under a lower cost LIBOR basig) a result, the Company believes it
has matched its cost of funds to its interest inedmits financing activities. However, becaus¢haf differential between the amount lent and
the smaller amount financed a significant changaanket interest rates will have a material effecbur operating income. In periods of
sharply rising interest rates, our cost of fundl wcrease at a slower rate than the interestrimeearned on the loans we have made; this
should improve our net operating income, holdingtder factors constant. However, a reductiomieriest rates, as has occurred since 2008,
has and will result in the Company experiencingduction in operating income; that is interest meowill decline more quickly than interest
expense resulting in a net reduction of benefigerating income.

Our lender depends on the availability of secondaayket purchasers for the guaranteed portion8#f IBans and the premium received on

such sales to support its lending operations. istttme the secondary market for the guaranteetigmsrof SBA loans is robust but during the
2008 and 2009 financial crisis the Company hadaiiffy selling it loans for a premium; although retpected at this time, if such conditions
did recur our SBA lender would most likely ceasekimg new loans and could experience a substamialation in profitability.

We do not have significant exposure to changingredt rates on invested cash which was approxiyn@gdl, 999,000 at June 30, 2012. We do
not purchase or hold derivative financial instrutseor trading purposes. All of our transactions eonducted in U.S. dollars and we do not
have any foreign currency or foreign exchange igk.do not trade commodities or have any commaatitye risk.

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

institutions. Invested cash is held almost exclelgiat financial institutions with ratings from S& A- or better. The Company invests cash
not held in interest free checking accounts or hankey market accounts mainly in U.S. Treasomjyy money market instruments or funds
other investment-grade securities. As of June B022cash deposits in excess of FDIC and SIPC angeartotaled approximately $1,726,000
and funds held in U.S. Treasury-only money markatis or equivalents in excess of SIPC insuranedeiapproximately $3,430,000.

50



Table of Contents

Item 4. Controls and Procedures.
(8 Evaluation of Disclosure Controls and Procedures .

Our management, with the participation of our Cleigécutive Officer and Chief Accounting Officer,adwated the effectiveness of our
disclosure controls and procedures as of the etitegberiod covered by this report. Based on thaluation, the Chief Executive Officer and
Chief Accounting Officer concluded that our discloes controls and procedures were effective aseétid of the period covered by this report
and provide reasonable assurance that the infamegiquired to be disclosed by us in reports filader the Exchange Act is recorded,
processed, summarized and reported within the pieniods specified in the SEC’s rules and formscisure controls and procedures include,
without limitation, controls and procedures desijt@ensure that information required to be disadoy an issuer in the reports that it files or
submits under the Exchange Act is accumulated anthwinicated to the issuer's management includsgrincipal executive and principal
financial officers, or persons performing similan€tions, as appropriate to allow timely decisiggarding required disclosure. A controls
system, no matter how well designed and operatathat provide absolute assurance that the objsctif/the controls systems are met, and no
evaluation of controls can provide absolute assugrdimat all control issues and instances of fréwhy, within a company have been detected.

(b) Changein Internal Control over Financial Reporting.

No change in our internal control over financigdoging occurred during the quarter ended Jun@@02 that has materially affected, o
reasonably likely to materially affect, our intekeantrol over financial reporting.

(c) Limitations.

A controls system, no matter how well designed @perated, can provide only reasonable, not absastirances that the controls system’s
objectives will be met. Furthermore, the desiga abntrols system must reflect the fact that tlageeresource constraints, and the benefits of
controls must be considered relative to their cadtsause of the inherent limitations in all cotgrgystems, no evaluation of controls can
provide absolute assurance that all control isamésinstances of fraud, if any, within the Comphaye been detected. These inherent
limitations include the realities that judgmentsiacision-making can be faulty, and that breakdogarsoccur because of simple errors or
mistakes. Controls can also be circumvented bynttieidual acts of some persons, by collusion af tw 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,
there can be no assurance that any design wilesudcin achieving its stated goals under all paaéhtiure conditions. Over time, controls may
become inadequate because of changes in conditiateterioration in the degree of compliance wishpiolicies or procedures. Because of the
inherent limitations in a cost-effective controbsym, misstatements due to error or fraud may camedmot be detected. We periodically
evaluate our internal controls and make changé@spoove them.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

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

Item 5. Other Information.

The Company held its Annual Meeting of Shareholderdune 12, 2012 (the “Annual Meeting”). A totéB@,894,594 Common Shares
were present or represented by proxy at the meaim@l.25% of the outstanding Common Shares. Balpd and |l were approved. The
proposals are described in detail in the Compaagfgiitive Proxy Statement, dated May 1, 2012. Toenpany’s shareholders cast their votes
for each of the two proposals as follows:

Proposal I: To elect all four directors of the Company to seswethe Board of Directors until the Company’s AahMeeting of
Shareholders in 2013:

Director Votes For Votes Withheld Broker Non-Votes
David C. Beck 18,359,21 84,557 14,450,82
Sam Kirschne 18,361,21 82,557 14,450,82
Salvatore F. Muliz 18,330,36 113,41 14,450,82
Barry Sloane 18,358,79 84,97¢ 14,450,82

Proposal Il: To ratify the appointment of J.H. Cohn LLP as @@mpanys independent registered accounting firm (independeditors’
for the year ended December 31, 2012:

Votes For Votes Against Abstentions Broker Non-Votes
32,645,091 113,905 135,598 —
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Item 6. Exhibits

Exhibit
No

10.10
31.1

31.2

32.1

101.INS*

101.SCH’
101.CAL*
101.DEF*
101.LAB*
101.PRE*

Description
Employment Agreement with Jennifer Eddelson, ddtete 1, 2012, filed herewit

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

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

Certification by Principal Executive and Principahancial Officers pursuant to 18 U.S.C. SectioB,3as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Definition Linkbase Documh
XBRL Taxonomy Extension Labels Linkbase Docurr
XBRL Taxonomy Extension Presentation Linkbase Doent

XBRL Taxonomy

* XBRL (eXtensible Business Reporting Languageiniation is furnished and not filed or a part aégistration statement or prospectus for
purposes of sections 11 or 12 of the Securitiesofd933, is deemed not filed for purposes of secti8 of the Securities Exchange Act of
1934, as amended, and otherwise is not subjeikibity under these sectior
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SIGNATURES

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

NEWTEK BUSINESS SERVICES, INC.

Date: August 6, 201 By: /s/ Barry Sloani

Barry Sloane

Chairman of the Board, Chief Executive Officer
and Secretary

(Principal Executive Officer

Date: August 6, 201 By: /s/ Jennifer C. Eddelsc

Jennifer C. Eddelson
Chief Accounting Officer
(Principal Financial Officer
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Exhibit 10.10

NEWTEK BUSINESS SERVICES, INC.

Employment Agreement with
Jennifer Eddelson

PREAMBLE . This Agreement entered into thistl day of JuB&22by and between Newtek Business Services(time."Company”)
and JENNIFER EDDELSON (the “Executive”), effectivemediately.

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

WHEREAS, the parties desire by this writing to set forth #meployment relationship of the Company and thecHtiee.
NOW, THEREFORE, it is AGREED as follows:

1. Defined Terms
When used anywhere in the Agreement, the followanms 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) &ieguisition of ownership, holding or power to v6G%
or more of the Company'’s voting stock, or (ii) rguisition of the ability to control the electioha majority of the Company’s directors.
Notwithstanding the foregoing, a Change in Coriotlefined in this Section 1(b) shall not be tr@ate a Change in Control for purpose:
this Agreement unless it constitutes a “changeintrol event” within the meaning of Section 1.4098X5) of the Treasury Regulations
promulgated under section 409A of the Internal RereeCode of 1986, as amended (the “Code”) (thedJuey Regulations”)

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

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

(H “ Common Sto¢” shall mean common shares of the Comp



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

(i) “Good Reason”shall mean any of the following events, which hasbeen consented to in advance by the Executiweitmg:
(i) the requirement that the Executive move hespeal residence, or perform her principal execuiinetions, more than fifty (50) miles from
her primary office as of the Effective Date; (iijraterial reduction in the Executive’s base comagos as the same may be increased from
time to time; (iii) the failure by the Company tortinue to provide the Executive with compensatiad benefits provided for on the Effective
Date, as the same may be increased from time & tmwith benefits substantially similar to thgsevided to him under any of the Executive
benefit plans in which the Executive now or heralftecomes a participant, or the taking of anyoadby the Company which would directly
indirectly reduce any of such benefits or deprive Executive of any material fringe benefit enjopgchim; (iv) the assignment to the
Executive of duties and responsibilities that cibuts a material diminution from those associatéith Wer position on the Effective Date; or
(v) a material diminution or reduction in the Extee’s responsibilities or authority (including repogiresponsibilities) in connection with t
employment with the Company.

(j) “Just Cause”shall mean the Executivewillful misconduct, breach of fiduciary duty invang personal profit, intentional failu
to perform stated duties, conviction for a feloaymaterial breach of any provision of this Agream&lo act, or failure to act, on the
Executive’s part shall be considered “willful” uskeshe has acted, or failed to act, with an absefingeod faith and without a reasonable belief
that her action or failure to act was in the bastriests of the Company.

(k) “Protected Period”shall mean the period that begins on the date sixtihs before a Change in Control and ends on thiera
of six months following the Change in Control oe texpiration date of this Agreement.

() “Trigger Event” shall mean (i) the ExecutiveVvoluntary termination of employment within nin€®0) days of an event that b
occurs during the Protected Period and consti@tasd Reason, or (i) the termination by the Compamiys successor(s) in interest, of the
Executive’s employment for any reason other tha Qause during the Protected Period.

2. Employment The Executive is employed as Executive Vice g and Chief Accounting Officer of the CompankieTExecutive
shall render such administrative and managemevicssrfor the Company and its subsidiaries as anmeotly rendered and as are customarily
performed by persons situated in a similar exeeutapacity and consistent with the duties of arcHtiee Vice President as set forth in the
bylaws of the Company. The Executive shall repmthe Chief Executive Officer. The Executive sladlo promote, by entertainment or
otherwise, as and to the extent permitted by lae business of the Company and its subsidiaries EXecutive’s other duties shall be such as
the Board may from time to time reasonably dirextluding normal duties as an officer of the Comypan
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3. Base Compensatiomhe Company agrees to pay the Executive duriageim of this Agreement a salary at the rate 24@G000 per
annum, payable in cash not less frequently thantiiprAdditionally, the Board shall review, not esften than annually, the rate of the
Executive’s salary and may decide to further inseglaer salary.

4. Cash Bonuses; Incentive Compensation

(a) The Board shall determine the Executive’s righteceive incentive compensation in the formasdtcbonuses and other awards.
No other compensation provided for in this Agreetrsdrall be deemed a substitute for such incentivepensation. Cash bonuses shal
awarded pursuant to the terms of the Company’s Ah@ash Bonus Plan, if one has been adopted bBdhed and if not, then by action of the
Board.

(b) Incentive bonus: in addition to all other comgation payable hereunder, the Executive shalhtidesl to participate in
consideration for a cash bonus out of a pool tediablished for this purpose by the Board. The arnofithe Executive’s bonus participation
shall be fixed by the Compensation Committee ofBbard 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 PsarThe Executive shall participate in any plan that Company maintains
for the benefit of its employees if the plan redatte (i) pension, profit-sharing, or other retirethbenefits, (ii) medical insurance or the
reimbursement of medical or dependent care expeaség) other group benefits, including disabjliand life insurance plans.

(b) Executive Benefits; ExpenseBhe Executive shall participate in any fringe d&f#s which are or may become available to the
Company’s senior management Executives, includingfample incentive compensation plans, club meshiijgs, and any other benefits
which are commensurate with the responsibilitied famctions to be performed by the Executive unblesr Agreement. The Executive shall be
reimbursed for all reasonable out-of-pocket busireegenses which she shall incur in connection héthservices under this Agreement upon
substantiation of such expenses in accordancethétpolicies of the Company.

6. Term. The Company hereby employs the Executive, an@Exeeutive hereby accepts such employment undeiiinieement,
for the period commencing on the Effective Date anding on May 31, 2013 or such earlier date dgfisrmined in accordance with
Section 11 (the “Term”).”

7. Loyalty; Noncompetition

(a) During the period of her employment hereundet except for illnesses, reasonable vacation pgriaad reasonable leaves of
absence, the Executive shall devote substantitilheafull business time, attention, skill, andaoefs to the faithful performance of her duties
hereunder; provided, however, from time to timee&ixive may serve on the boards of directors af,terid 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 affdet performance of Executive’s duties pursuanhi®Agreement, nor violate any applicable
statute or regulation. “Full business time” is llreefined as that amount of time usually devotelike companies by similarly situated
executive officers. During the Term of her employmender this Agreement, the Executive shall nglagie in any business or activity conti
to the business affairs or interests of the Company

(b) Nothing contained in this Paragraph 7 shalliéemed 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 minarvestor, in any business.

8. Standards The Executive shall perform her duties under fgseement in accordance with such reasonable atdads the Board m
establish from time to time. The Company will prieiExecutive with the working facilities and staffstomary for similar executives and
necessary for him to perform her duties.

9. Vacation and Sick LeaveAt such reasonable times as the Board shalsidigicretion permit, the Executive shall be erdithgithout
loss of pay, to absent himself voluntarily from grexformance of her employment under this Agreemaghsuch voluntary absences to cour
vacation time; provided that:

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

(b) The Executive shall not receive any additiam@hpensation from the Company on account of h&rréato take a vacation, and
the Executive shall not accumulate unused vacditton one fiscal year to the next, except in eittese to the extent authorized by the Board.

(c) In addition to the aforesaid paid vacations, Bxecutive shall be entitled without loss of payabsent himself voluntarily from
the performance of her employment with the Comdanguch additional periods of time and for suchidvand legitimate reasons as the Ba
may in its discretion determine. Further, the Baaal grant to the Executive a leave or leaves séate, with or without pay, at such time or
times and upon such terms and conditions as sualdBo its discretion may determine.

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

10. Indemnification The Company shall indemnify and hold harmlesschttee from any and all loss, expense, or liabilitat she may
incur due to her services for the Company as doesflnd or a director (including any liability sheay ever incur under Code § 4999, or a
successor, as the result of severance benefitsodleets pursuant to Sections 11 or 13), duringftiielerm of this Agreement and shall at all
times maintain adequate insurance for such purposes



11. Termination and Termination Pa8ubject to Section 13 hereof, the Executive’slegment 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 netiend a
reasonable opportunity to cure, immediately ternginhe Executive’s employment at any time, for &imstise. 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 Executimemediately terminate her employment for a reason
other than Just Cause. In such event, the Execsitizk be entitled to a total severance paymeset‘@everance Payment”) equal to one
(2) times the sum of (i) Executive’s base salargffiect 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 Paymestitisé paid in equal installments over a
twelve (12) month period following the Executivéésmination of employment, payable in accordandé thie Company’s regularly scheduled
payroll (the “Installment Payments”). Each Instaimh Payment shall be treated as a separate pajongnirposes of Treasury Regulations
Section 1.409A-2(b)(2)(iii).

(c) Resignation by Executive with Good Reasdhe Executive may at any time immediately terrréremployment for Good
Reason, in which case the Executive shall be edttth receive the Severance Payment payable isathe manner and on the same basis as
provided for under Section 11(b) of the Agreemedrua termination without Just Cause. In addittbe,Executive will be entitled to health,
life, disability and other benefits which the Extieet would have been eligible to participate inotigh the expiration of the Term based on the
benefit levels substantially equal to those that@empany provided for the Executive at the datemwhination of employment, subject to any
restrictions as may be required under Code Sedti@w

(d) Resignation by Executive without Good Reasbime Executive may voluntarily terminate employmeith the Company durin
the term of this Agreement, upon at least 60 dpsist written notice to the Board of Directors,vithich case the Executive shall receive only
her compensation, vested rights, and Executiveflieng to the date of her termination of employien

(e) Retirement, Death, or Disabilitylf the Executive’s employment terminates durihg Term of this Agreement due to her death,
a disability that results in her collection of dopg-term disability benefits, or retirement at or afdge 62, the Executive (or the beneficiarie
her estate) shall be entitled to receive the comsgtiom and benefits that the Executive would otliezkave become entitled to receive
pursuant to subsection (d) hereof upon a resigmatithout Good Reason.

12. No Mitigation. The Executive shall not be required to mitig&e amount of any payment provided for in this Agneat by seeking
other employment or otherwise, and no such paysigait be offset or reduced by the amount of anypsmeation or benefits provided to the
Executive in any subsequent employment.



13. Change in ControlNotwithstanding any provision herein to the cangr if a Trigger Event occurs during the Proted®ediod, the
Executive shall be paid an amount equal to the 8C®@80G Maximum. If the Trigger Event occurs dgrihe portion of the Protected Period
that is prior to the date of the Change in Contteé, Code 8 280G Maximum shall be payable in theesaanner and on the same basis as
provided for under Section 11(b) of the Agreemedrua termination without Just Cause. If the Triggeent occurs during the portion of the
Protected Period that is on or after the date @Ghange in Control, the Code § 280G Maximum di&fpaid in a lump sum within ten
(10) days of her termination of employment.

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

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

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

(iii) Covered BusinessThe term “Covered Business” shall mean (A) dutimgterm, any business in which the Company is
engaged and (B) after the Term, any business iolwthie Company was engaged as of the end of the. Ter

(iv) Covered State The term “Covered Statesshall mean (A) during the Term, any state in thété¢hStates and (B) after t
Term, any state (1) in which, as of the end offthem, the Company was engaged in business or (R)respect to which the Company, as of
the end of the Term, had expended material expamd®r efforts in connection with preparing to dssiness therein.

(b) Nonrinterference The Executive covenants and agrees that sheetitit any time during the Restrictive Period fdratever
reason, whether for her own account or for the aetof any other person, firm, corporation or othesiness organization: (i) interfere with
contractual relationships between the Company agdéits customers or employees; (ii) hire, oficgbfor hire, any person who is employed
by the Company or any parent or subsidiary of tben@any, without the express written consent ofGbenpany; or (iii) other than on behalf
the Company, solicit any Covered Customer of then@any in connection with the engagement, by anggreor entity, in any Covered
Business in any Covered State.

(c) Confidentiality. The Executive will not, at any time whether dgrior after her termination of employment, (i) dos® to
anyone, without proper authorization from the Compar (ii) use, for her or another’s benefit, amnfidential or proprietary information of
the Company or any parent or subsidiary of the Gomgpwhich may include trade secrets, businesspmaoutlooks, financial data, marketing
or sales programs, customer lists, brand formuiatitraining and operations manuals, productsioe @trategies, mergers, acquisitions, and/or
Company personnel issues.



(d) Blue Pencil; Equitable ReliefThe provisions contained in this Section 14 athéotime 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 invali
unenforceable, such provision shall be deemed headd#o as to be valid and enforceable to the fu#r lawfully permitted. The Executive
acknowledges that the provisions of this SectiomrBdreasonable and necessary for the protectidredompany and that the Company will
be irrevocably damaged if such covenants are retifipally enforced. Accordingly, the Executive ags that if she breaches or threatens to
breach any of the covenants contained in this @ed#, the Company will be entitled (i) to damageSicient to compensate the Company for
any harm to the Company caused thereby and (@pseific performance and injunctive relief for fherpose of preventing the breach or
threatened breach thereof without bond or otheursigcor a showing that monetary damages will navile an adequate remedy, in additio
any other relief to which the Company may be esditinder this Agreement.”

15. Reimbursement for Litigation Expenses

In the event that any dispute arises between tleeliive and the Company as to the terms or inteafoe of this Agreement, whether
instituted by formal legal proceedings or otherwiseluding any action that the Executive takesréorce the terms of this Agreement or to
defend against any action taken by the CompanyEteeutive shall be reimbursed for all costs angkeses, including reasonable attorneys’
fees, arising from such dispute, proceedings dofst provided that the Executive shall obtainnalfjudgement by a court of competent
jurisdiction in favor of the Executive. Such reinnbement shall be paid within ten (10) days of Exige’s furnishing to the Company written
evidence, which may be in the form, among otharg$j of a cancelled check or receipt, of any cosexpenses incurred by the Executive.

16. Successors and Assigns

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

(b) Since the Company is contracting for the unigne personal skills of the Executive, the Exeeusitiall be precluded from
assigning or delegating her rights or duties hedeumvithout first obtaining the written consenttioé Company.

17. Corporate Authority Company represents and warrants that the execaitid delivery of this Agreement by it has beery dwid
properly authorized by the Board and that whenxsezeted and delivered this Agreement shall coristifoe lawful and binding obligation of
the Company.

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



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

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

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

22. Tax Matters All payments or benefits provided under this Agrent are subject to any applicable employmerdowithholdings o
deductions. In addition, the parties hereby agnagit is their intention that all payments or biéseprovided under this Agreement be exempt
from, or if not so exempt, comply with, Code Seeti)9A and this Agreement shall be interpreted mtingly. Notwithstanding anything in
this Agreement to the contrary, if any paymentbemefits made or provided under the Agreementa@meidered deferred compensation sut
to Code Section 409A payable on account of Emplsyssparation from service (but that do not meetx@amption under Code Section 409A,
including without limitation the short term defdroa the separation pay plan exemption), such paysner benefits shall be paid no earlier t
the date that is six (6) months following Employseséparation from service (or, if earlier, the ddtdeath) 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 hereinabovéenri

Witnessed by

/s/ H. Razon

Witnessed by

/s/ H. Razor

NEWTEK BUSINESS SERVICES, INC.

By: /s/ Barry Sloane

Its Chief Executive Office

/s/ Jennifer Eddelsc

Jennifer Eddelso



Exhibit 31.1

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

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

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4.  The registrant’s other certifying officer andrk responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigne:
under our supervision, to ensure that materiakinégion relating to the registrant, including itheolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being preparec

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

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by thi
report based on such evaluation;

d) disclosed in this report any change in the regi¢'s internal control over financial reporting thatooed during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ameport) that has
materially affected, or is reasonably likely to erélly affect, the registra’s internal control over financial reportir

5.  The registrar's other certifying officer and | have disclosedsdxhon our most recent evaluation of internal amtver financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a) all significant deficiencies and material weaknsssethe design or operation of internal contradiofinancial reportin
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; anc

b) any fraud, whether or not material, that involveaniagement or other employees who have a significémin the
registran’s internal control over financial reportir

Dated: August 6, 2012

/s/ Barry Sloani

Barry Sloane

Chief Executive Office
(Principal Executive Officer
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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 C. Eddelson, certify that:
1. | have reviewed this quarterly report on Forn-Q of Newtek Business Services, Inc. (“registran”);

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4.  The registrant’s other certifying officer andrk responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigne:
under our supervision, to ensure that materiakinégion relating to the registrant, including itheolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being preparec

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

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by thi
report based on such evaluation;

d) disclosed in this report any change in the regi¢'s internal control over financial reporting thatooed during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ameport) that has
materially affected, or is reasonably likely to erélly affect, the registra’s internal control over financial reportir

5.  The registrar's other certifying officer and | have disclosedsdxhon our most recent evaluation of internal amtver financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions)

a) all significant deficiencies and material weaknsssethe design or operation of internal contradiofinancial reportin
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial
information; anc

b) any fraud, whether or not material, that involveaniagement or other employees who have a significémin the
registran’s internal control over financial reportir

Dated: August 6, 2012

/s/ Jennifer C. Eddelsc
Jennifer C. Eddelsc

Chief Accounting Office
(Principal Financial Officer

56



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 June 30, 2012 (the “RepaiftNewtek Business Services, Inc. (the
“Company”), as filed with the Securities and ExcparCommission on the date hereof, Barry SloanBriasipal Executive Officer, and
Jennifer Eddelson, as Principal Financial Officérthe Company, each hereby certifies, pursuatBtt).S.C. §1350, as adopted pursuant to
8906 of the Sarbanes-Oxley Act of 2002, that, thezficer's knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934, as amended; a
(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations
the Company

/sl Barry Sloane
Barry Sloane, Chief Executive Offic
(Principal Executive Officer

/sl Jennifer C. Eddelson
Jennifer C. Eddelson, Chief Accounting Offit
(Principal Financial Officer

Dated: August 6, 2012
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