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NEWTEK BUSINESS SERVICES, INC.
212 West 35th Street
2nd Floor
New York, NY 10001
(212) 356-9500
September 30, 2014

Dear Stockholder:
We invite you to attend a Special Meeting of Stockholders (the Special Meeting ) of Newtek Business Services, Inc.
(the Company ) to be held at the offices of the Company at 212 WestBStreet, 2 Floor, New York, NY 10001 on

October 22, 2014 at 10:00 a.m., local time.

The attached Notice of Special Meeting and Proxy Statement/ Prospectus describe the formal business to be transacted
at the Special Meeting. Also enclosed is a proxy card.

YOUR VOTE IS IMPORTANT, REGARDLESS OF THE NUMBER OF SHARES YOU OWN. On behalf of

the board of directors of the Company (the Board ), we urge you to please sign, date and return the enclosed proxy card
in the enclosed postage-prepaid envelope or vote by telephone or Internet as soon as possible even if you currently

plan to attend the Special Meeting. This will not prevent you from voting in person, but will assure that your vote is
counted if you are unable to attend the Special Meeting.

We look forward to seeing you at the Special Meeting.

Sincerely yours,

Barry Sloane
Chairman, President and Chief Executive
Officer

Important Notice Regarding the Availability of Proxy Materials for the Special Meeting of Stockholders to Be
Held on October 22, 2014.

Our proxy statement and annual report on Form 10-K for the years ended December 31, 2012 and December 31, 2013
are available on the Internet at http.://investor.newtekbusinessservices.com/sec.cfm.
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The following information applicable to the Special Meeting may be found in the proxy statement and accompanying
proxy card:

The date, time and location of the meeting;

A list of the matters intended to be acted on and our recommendations regarding those matters;

Any control/identification numbers that you need to access your proxy card; and

Information about attending the meeting and voting in person.
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NEWTEK BUSINESS SERVICES, INC.
212 West 35th Street, 2nd Floor
New York, New York 10001

(212) 356-9500

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

To Be Held on October 22, 2014

NOTICE IS HEREBY GIVEN that the Special Meeting of Stockholders (the Special Meeting ) of Newtek Business
Services, Inc. (the Company ) will be held at the offices of the Company at 212 West 35th Street, 2nd Floor, New
York, NY 10001 on October 22, 2014 at 10:00 a.m., local time.

The Special Meeting is for the following purposes, which are more completely described in the accompanying Proxy
Statement/Prospectus:

1. To approve an agreement and plan of merger (the Merger Agreement ) by and between the Company and
Newtek Business Services Corp., a Maryland corporation, for the purpose of reincorporating the Company in
the state of Maryland (the Merger Agreement and the transactions contemplated thereby are referred to as
the Reincorporation Transaction ) in anticipation of the election by the Company to be regulated as a business
development company under the Investment Company Act of 1940, as amended (the BDC Election );

2. To approve a reverse stock split to be implemented prior to the Reincorporation Transaction and a related
amendment to our Restated Certificate of Incorporation, pursuant to which each stockholder will receive one
share of our common stock in exchange for no fewer than five shares and no greater than six shares owned at
that time, with the exact ratio to be determined by the Company s board of directors (the Board );

3. To approve a proposal to authorize the Company, with the approval of its board, to sell shares of its common
stock subsequent to the BDC Election at a price or prices below its then current net asset value per share in
one or more offerings, subject to certain conditions as set forth in the Proxy Statement/ Prospectus;
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4. To approve the adoption of a new equity compensation plan, which will become effective subsequent to the
BDC Election;

5. To approve any adjournment of the Special Meeting, if necessary or appropriate, to solicit additional proxies
in favor of any or all of the foregoing proposals if there are not sufficient votes for such proposals; and

6. To transact such other business as may properly come before the Special Meeting.
The Board is not aware of any other business to come before the Special Meeting.
Any action may be taken on any one of the foregoing proposals at the Special Meeting or any adjournments thereof.
Stockholders of record at the close of business on September 8, 2014 are entitled to vote at the Special Meeting and
any adjournment thereof.
We ask that you fill in and sign the enclosed proxy card which is solicited by the Board and mail it promptly in the
enclosed envelope. You may also cast your vote by telephone or Internet as shown on the proxy card. The proxy will

not be used if you attend and vote at the Special Meeting in person.

For additional questions about the merger, assistance in submitting proxies or voting shares of common stock
or for additional copies of the proxy statement or the enclosed proxy card, please contact our proxy solicitor:

Georgeson and Company
1290 Avenue of the Americas
9th Floor
New York, NY 10104

(800) 676-0098
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You have the option to revoke the proxy at any time prior to the vote at the meeting or to vote your shares personally
on request if you attend the meeting.

By Order of the Board of Directors

Barry Sloane
Chairman, President and Chief Executive
Officer

New York, New York

September 30, 2014

IMPORTANT: THE PROMPT RETURN OF PROXIES WILL SAVE YOUR COMPANY THE EXPENSE
OF A FURTHER REQUEST FOR PROXIES IN ORDER TO ENSURE A QUORUM. A SELF-ADDRESSED
ENVELOPE IS ENCLOSED FOR YOUR CONVENIENCE. NO POSTAGE IS REQUIRED IF MAILED
WITHIN THE UNITED STATES.
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PROXY STATEMENT FOR
NEWTEK BUSINESS SERVICES INC.
AND
PROSPECTUS FOR

NEWTEK BUSINESS SERVICES CORP.

Newtek Business Services, Inc. and Newtek Business Services Corp. s principal executive offices are located at 212
West 35t Street, 2" Floor, New York, New York 10001 and can be reached by telephone at (212) 356-9500.

This Proxy Statement/ Prospectus is being furnished in connection with the proposed merger between Newtek
Business Services, Inc., a New York corporation ( Newtek NY ) and Newtek Business Services Corp., a Maryland
corporation ( Newtek MD , and together with Newtek NY, the Companies ). In the proposed merger, Newtek NY will
merge into Newtek MD and Newtek MD will assume all of the assets and liabilities of Newtek NY (the

Reincorporation Transaction ). If the Reincorporation Transaction is approved by the shareholders of Newtek NY, and
the merger is completed, shares of Newtek NY will be converted into shares of Newtek MD and Newtek NY will
cease to exist. Immediately after the Reincorporation Transaction, you will hold shares of common stock of Newtek
MD which have an aggregate net asset value equal to the aggregate net asset value of the shares of Newtek NY you
held immediately before the Reincorporate Transaction.

Newtek NY is a New York corporation. Newtek MD is a Maryland corporation that anticipates filing an election to be
regulated as a business development company (a BDC ) under the Investment Company Act of 1940, as amended (the

BDC Election ), and intends to operate subsequently as an internally managed, non-diversified closed-end investment
company. Newtek MD also intends to elect to be treated as a regulated investment company ( RIC ) under Subchapter
M of the Internal Revenue Code (the Code ) for U.S. federal income tax purposes. Newtek MD s investment objective
will be to invest primarily in debt investments made through its small business finance platform under the SBA 7(a)
program and to a lesser extent in equity investments that enhance its integrated operating businesses. Newtek MD s
shares are not currently listed on a national exchange. Newtek NY s shares are listed on the NASDAQ Capital Market
under the ticker symbol NEWT. Subject to approval of the NASDAQ Stock Market, the shares of Newtek MD will
continue to trade on the NASDAQ Capital Market under the ticker symbol NEWT after completion of the
Reincorporation Transaction.

MEETING

The purposes of the meeting are:

1. To approve an agreement and plan of merger (the Merger Agreement ) by and between Newtek NY and
Newtek MD, for the purpose of reincorporating Newtek NY in the state of Maryland (the Merger Agreement
and the transactions contemplated thereby are referred to as the Reincorporation Transaction ) in anticipation
of the election by the Company to be regulated as a business development company under the Investment
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Company Act of 1940, as amended (the 1940 Act );

2. To approve a reverse stock split to be implemented prior to the Reincorporation Transaction and a related
amendment to our Restated Certificate of Incorporation, pursuant to which each stockholder will receive one
share of our common stock in exchange for no fewer than five shares and no greater than six shares of our
common stock owned at that time, with the exact ratio to be determined by the Company s Board of
Directors;
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3. To approve a proposal to authorize the Company, with the approval of its Board of Directors, to sell shares
of its common stock subsequent to the BDC Election at a price or prices below its then current net asset
value per share in one or more offerings, subject to certain conditions as set forth in the Proxy Statement/
Prospectus;

4. To approve the adoption of a new equity compensation plan, which will become effective subsequent to the
BDC Election;

5. To approve any adjournment of the Special Meeting, if necessary or appropriate, to solicit additional proxies
in favor of any or all of the foregoing proposals if there are not sufficient votes for such proposals; and

6. To transact such other business as may properly come before the Special Meeting.
ADDITIONAL INFORMATION

This Proxy Statement/ Prospectus contains important information about us that a prospective investor should know
before voting on whether or not to approve the merger between Newtek MD and Newtek NY. Please read this
prospectus before voting and keep it for future reference. Newtek NY files annual, quarterly and current reports, proxy
statements and other information with the Securities and Exchange Commission ( SEC ), and after the completion of
this offering, Newtek MD will continue filing such reports and information with the SEC. This information will be
available free of charge by contacting us by mail at 212 West 35t Street, New York, New York 10001, by telephone
at (212) 356-9500 or on our website at http://www.thesba.com. The SEC also maintains a website at
http://www.sec.gov that contains such information. Information contained on our website is not incorporated by
reference into this prospectus, and you should not consider that information to be part of this prospectus.

Information relating to Newtek NY contained in both its Annual Report on Form 10-K dated March 31, 2013 (SEC
File No. 001-16123) and its Current Report on Form 10-Q dated August 14, 2014 (SEC File No. 001-16123) are

incorporated by reference into this document. (This means that such information is legally considered to be part of this
Proxy Statement/ Prospectus.)

The Securities and Exchange Commission has not approved or disapproved these securities or passed upon the
adequacy of this prospectus. Any representation to the contrary is a criminal offense.

The date of this Proxy Statement/ Prospectus is September 30, 2014

Approximate Date of Proposed Sale of Securities to the Public: As soon as practicable after this registration
statement becomes effective and upon completion of the Merger described in the enclosed document.
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SUMMARY

THIS SECTION SUMMARIZES THE PRIMARY FEATURES AND CONSEQUENCES OF THE
REINCORPORATION TRANSACTION. IT MAY NOT CONTAIN ALL OF THE INFORMATION THAT IS
IMPORTANT TO YOU. TO UNDERSTAND THE REINCORPORATION TRANSACTION, YOU SHOULD

READ THIS ENTIRE PROXY STATEMENT/PROSPECTUS AND APPENDIX A.

This summary is qualified in its entirety by reference to the additional information contained elsewhere in this
combined proxy statement/ prospectus, dated September 30, 2014 (the Proxy Statement/ Prospectus ), and the
Agreement and Plan of Merger between Newtek NY and Newtek MD that will affect the Reincorporation Transaction
(the Merger Agreement ), which is attached to this Proxy Statement/ Prospectus as Appendix A.

This Proxy Statement/ Prospectus is being furnished to shareholders of Newtek NY in connection with the Merger
Agreement, pursuant to which Newtek NY will merge into Newtek MD and the outstanding shares of Newtek NY will
be converted into shares of Newtek MD in order for the company to reincorporate from New York to Maryland in
anticipation of the election by Newtek MD to be regulated as a BDC under the 1940 Act. The boards of directors of
each of the Companies approved the Reincorporation Transaction (each a Board, and together the Boards ). The Board
of Newtek NY approved the Reincorporation Transaction at a meeting held on September 12, 2014 and the Board of
Newtek MD approved the Reincorporation Transaction by unanimous written consent. A copy of the Merger
Agreement is attached to this Proxy Statement/ Prospectus as Appendix A. This Proxy Statement/ Prospectus also
contemplates other matters to be considered by the stockholders at the special meeting including: (i) the approval of a
reverse stock split; (ii) the authorization to sell shares of common stock at a price or prices below Newtek NY s then
current net asset value per share in one or more offerings; (iii) the approval of a new equity compensation plan and
(iv) the approval to adjourn to solicit additional votes. Shareholders should read this entire Proxy Statement/
Prospectus, including the exhibits carefully.

PROPOSAL1 APPROVAL OF THE REINCORPORATION TRANSACTION

We are seeking approval of the Reincorporation Transaction (including the Merger Agreement) in anticipation of the

BDC Election. As a result of the Reincorporation Transaction, Newtek NY will merge into Newtek MD and will cease

to exist and Newtek MD will succeed to Newtek NY s operations as the sole surviving entity. Newtek NY s officers

and directors immediately before the Reincorporation Transaction will become Newtek MD s officers and directors
immediately following the merger. References herein to the Company, we, us or our referto Newtek NY prior to tl
Reincorporation Transaction and Newtek MD after the Reincorporation Transaction.

For the reasons set forth below, the Board believes that approval of the Reincorporation Transaction is in the best
interests of the Company and its stockholders and has approved the Reincorporation Transaction.

In the proposed merger, all of the assets and liabilities of Newtek NY will be acquired and assumed by Newtek MD
and Newtek MD will continue as the surviving company in the merger. If the Reincorporation Transaction is approved
by the shareholders of Newtek NY, and the merger is completed, the outstanding shares of Newtek NY will be
converted into the same number of shares of Newtek MD. Immediately after the Reincorporation Transaction, you
will hold shares of common stock of Newtek MD which have an aggregate net asset value equal to the aggregate net
asset value of the shares of Newtek NY you held immediately before the Reincorporate Transaction.

Pursuant to New York law, if the Reincorporation Transaction is approved by the stockholders of the Company,
stockholders who dissent from the Reincorporation Transaction will not be entitled to appraisal rights with respect to

their Shares.
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Background and Reasons for the Reincorporation Transaction

Newtek NY was organized under the laws of New York on June 29, 1999. Newtek MD was organized under the laws
of Maryland on August 26, 2013. The purpose of the Reincorporation Transaction is to change Newtek NY s state of
incorporation from New York to Maryland so that Newtek NY is governed by the Maryland General Corporation Law
(the MGCL ) rather than by the New York Business Corporation Law (the NYBCL ). In connection therewith, the
Company will be subject to a new charter and bylaws. The Board believes that this new corporate structure will best
position the Company to operate as an investment company in connection with its proposed BDC Election.
Specifically, the MGCL provides administrative advantages and operating efficiencies to investment companies that
are not permissible under the NYBCL. In addition, the MGCL contains a well-established body of investment
company precedent that may be relevant in deciding issues pertaining to Newtek NY s operation as a BDC. As of May
2, 2014, seven out of the ten largest BDCs, based on market capitalization, were organized under the MGCL. Finally,
Newtek MD s charter and bylaws will provide us greater flexibility in managing our capital structure; for example, by
enabling us to change the Company s name, if necessary to indicate a particular focus or to authorize additional shares
without seeking stockholder approval.

Investment Objectives and Policies

We are a leading national lender and own and control certain portfolio companies (our controlled portfolio companies,
as defined below) that provide a wide range of business and financial products to small- and medium- sized businesses
( SMBs ). In particular, we and our controlled portfolio companies provide comprehensive lending, payment
processing, managed technology, personal and commercial insurance and payroll solutions to over 100,000 SMB
accounts, across all industries. We have an established and reliable platform that is not limited by client size, industry
type or location. As a result, we have a strong and diversified client base across every state in the U.S and across a
variety of different industries. In addition, we have developed a financial and technology based business model that
enables us and our controlled portfolio companies to acquire and process our SMB clients in a very cost effective
manner. This capability is supported in large part by NewTracker®, our patented prospect management technology
software. We believe that this technology and business model distinguishes us from our competitors.

We and our controlled portfolio companies operate as an integrated operational business with internal management.
Upon the Reincorporation Transaction, as a BDC, we will be internally managed and focus on serving the SMB
market, which we estimate to be over 27 million businesses in the U.S. These businesses have historically been
underserved by traditional financial institutions and typically lack the capital resources to build a competitive business
and marketing infrastructure on their own. Further, in today s economic climate, SMBs have particular difficulty
obtaining capital from traditional lending sources. While we do not compete directly with alternative online lenders
such as OnDeck Capital, Inc. and Kabbage Inc., we do provide similar financing solutions as an alternative to
traditional lending. We believe there is significant demand for such alternative financing among SMBs. Our lending
solutions and our controlled portfolio companies outsourced business solutions help clients manage and grow their
businesses and compete effectively in today s marketplace. We obtain our customers through referrals from various
business partners, such as banks, credit unions and other affinity groups, as well as through our own direct sales force
and advertising campaigns. We source, acquire and process SMB customers in a cost effective manner without
reliance on high cost sales staff and time consuming application processes.

In lending, we believe we are a leading capital provider to SMBs based on our loan volume of more than $600 million
through approximately 1,100 transactions since 2003 and we are currently the largest non-financial institution U.S.
Small Business Administration ( SBA ) licensed lender under the federal Section 7(a) loan program based on annual
origination volume. We originate loans through a variety of sourcing channels and, through a rigorous underwriting
process, seek to achieve attractive risk-weighted returns. Our multi-faceted relationships with certain borrowers allows
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us to closely monitor their credit profile and take an active role in managing our investment. Further, our lending
capabilities coupled with the broad outsourced business solutions of our controlled portfolio companies creates
attractive cross-selling opportunities within our client base. We believe our business model creates powerful network
effects which will help drive growth and operating leverage in our business. In
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addition, our SBA loans are structured so that the government guaranteed portion can be rapidly sold, which, based on
our historic ability to securitize the unguaranteed portions and assuming the continuation of current market conditions,
allows us to quickly recover our principal and earn excess capital on each loan, usually in less than a year. We retain a
residual interest in the securitized loans and we may in the future determine to retain the government guaranteed or
unguaranteed portions of loans pending deployment of excess capital.

Our proprietary and patented technology platform which we make available to our controlled portfolio companies
enables them to provide our clients with a real-time management solution that organizes all of a business s critical
transaction and economic, eCommerce and website traffic data on a smartphone, tablet, laptop or personal computer.
This technology provides critical consumer and marketing intelligence, including data mining, and provides a range of
differentiated solutions and analytical tools that may be easily customized and integrated within their clients existing
business processes. It also provides clients with seamless connectivity to a payment and managed technology
infrastructure that is secure, fully compliant and regularly updated with the latest capabilities, services and
functionalities. The platform is highly scalable to facilitate growth and meet the needs of new clients and consists
solely of cloud-based offerings.

For the years 2011, 2012 and 2013 and the six months ended June 30, 2014, our revenue was $125.3 million, $131.1
million, $143.6 million and $74.2 million, respectively. In the same periods, our net income attributable to Newtek
NY was $3.3 million, $5.6 million, $7.5 million and $2.8 million, respectively.

New Business Structure

We anticipate filing an election to be regulated as a BDC under the 1940 Act after the Reincorporation Transaction,
and we intend to operate subsequently as an internally managed, non-diversified closed-end investment company. We
also intend to elect to be treated as a RIC under Subchapter M of the Code for U.S. federal income tax purposes. In
connection with the BDC Election, we intend to undertake a public offering of shares of Newtek MD s common stock
( BDC Shares ) of up to $50 million, which we refer to as the Proposed Offering. Any proceeds from the Proposed
Offering will be used primarily to expand our small business finance platform, make direct investments in portfolio
companies in accordance with our investment objective and strategies described herein and for general corporate
purposes. We cannot assure you when the Proposed Offering will be completed, or if completed, that the Proposed
Offering will provide sufficient liquidity to meet our investment objective. The size of the Proposed Offering could be
material, and could have a materially dilutive effect on our existing stockholders.

Set forth below is a diagram of our organizational structure following the Reincorporation Transaction and the
Proposed Offering:

We intend to use the net proceeds of the Proposed Offering primarily to expand our SMB lending, make direct
investments in portfolio companies in accordance with our investment objective and strategies described in
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this Proxy Statement/ Prospectus and for general corporate purposes. We believe that transitioning to a BDC and RIC
will provide us with access to lower-cost capital and a business structure conducive to expanding our lending activities
and will assist in maximizing our value to shareholders by, among other things, permitting us to value our assets and
controlled portfolio companies at fair value. As a BDC, we will seek to generate both current income and capital
appreciation primarily through loans originated by our small business finance platform and our equity investments in
certain portfolio companies that we control. While our primary investment focus as a BDC will be making loans and
providing business services to the SMB market through our controlled portfolio companies, we may also make
opportunistic investments in larger or smaller companies. We expect to continue to grow our business organically,
both directly and through our controlled portfolio companies, as we have historically. We expect to have the ability to
increase our quarterly distributions to our stockholders over time as we invest the proceeds of the Proposed Offering
and increase the size of our investment portfolio. Our transition to a BDC and RIC will have certain consequences on
our balance sheet and net asset value.

Small Business Finance

Our debt portfolio consists of loans that were made through our small business finance platform, comprised of Newtek
Small Business Finance, Inc. ( NSBF ), a nationally licensed SBA lender, and CDS Business Services, Inc. d/b/a
Newtek Business Credit ( CDS ). NSBF originates, sells and services loans to qualifying SMBs, which are partially
guaranteed by the SBA. The small business finance platform also consists of CDS, a portfolio company, which
provides receivables financing and management services to SMBs which may obtain $10,000 to $2,000,000 per
month through the sale of their trade receivables. In addition, CDS offers back office receivables services for SMBs,
such as billing and cash collections. An additional wholly-owned portfolio company, Small Business Lending, Inc.,
engages in third party loan servicing for SBA and non-SBA loans.

As a BDC, we plan to expand our small business finance platform primarily by making senior secured loans through
NSBF. NSBF is one of 14 SBA licensed Small Business Lending Corporations that provide loans nationwide under
the federal Section 7(a) loan program ( SBA 7(a) loans ). NSBF has received preferred lender program ( PLP ) status, a
designation whereby the SBA authorizes the most experienced SBA lenders to place SBA guarantees on loans without
seeking prior SBA review and approval. PLP status allows NSBF to serve its clients in an expedited manner since it is
not required to present applications to the SBA for concurrent review and approval. We believe our SBA license,
combined with our PLP designation, provides us with a distinct competitive advantage over other SMB lenders that
have not overcome these significant barriers-to-entry in our primary loan market. NSBF has historically originated in
excess of $110 million of SBA 7(a) loans annually and currently manages a portfolio of approximately $1.1 billion of
SBA 7(a) loans, which as of June 30, 2014 includes $509 million of SBA 7(a) loans that NSBF services on behalf of
third parties. NSBF originated approximately $178 million of SBA 7(a) loans during 2013. We believe that we will
continue to be introduced to a variety of high-quality investment opportunities through our existing loan sourcing
channels and our controlled portfolio companies relationships with their clients, and that our transition to a BDC will
help fuel the growth of our loan portfolio by providing us with better access to lower-cost capital. In July 2014 we
reached tentative agreement with our current warehouse lender, Capital One, N.A., to increase the line of credit
available to support our SBA lending from $27 million to $50 million and we are currently awaiting final regulatory
approval for this increased loan.

The SBA is an independent government agency that facilitates one of the nation s largest source of SMB financing by
providing credit guarantees for its loan programs. Under the SBA s 7(a) lending program, a bank or other lender such
as NSBF underwrites a loan between $50,000 and $5 million for a variety of general business purposes based on the
SBA s guidelines and the SBA provides a partial guarantee on the loan. Depending on the loan size, the SBA typically
guarantees between 75% and 85% of the principal and interest due. The recoveries and expenses on the unguaranteed
portions of these loans are shared pari passu between the SBA and the lender, which substantially reduces the loss
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severity on the unguaranteed portion of a loan for all SBA 7(a) loan investors. SBA 7(a) loans are typically between
five and 25 years in maturity, are four to five years in duration and bear interest at the prime rate plus a spread from
2.25% to 2.75%. Since the guaranteed portions of SBA 7(a) loans carry the full
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faith and credit of the U.S. government, lenders may, and frequently do, sell the guaranteed portion of SBA 7(a) loans
in the capital markets, hold the unguaranteed portion and retain all loan servicing rights.

NSBF has a dedicated capital markets team that sells or securitizes the guaranteed and the unguaranteed portions of its
SBA 7(a) loans. Historically, NSBF has sold the guaranteed portion of its originated SBA 7(a) loans within two weeks
of origination and retained the unguaranteed portion until accumulating sufficient loans for a securitization. The
SBA-guaranteed portions of SBA 7(a) loans have historically traded at a premium ranging from 110% to 120% of par
value and have never traded below par value. Since inception, NSBF has sold approximately $480 million of the SBA
guaranteed portions of SBA 7(a) loans at premiums ranging from 106% to 120% of par value and typically any
portion of the premium that was above 110% of par value was shared equally between NSBF and the SBA. In
December 2010, NSBF launched its securitization program for unguaranteed portions of its SBA 7(a) loans and has
successfully completed three securitization transactions with Standard & Poor s AA and A ratings and attractive
advance rates of approximately 70% of par value. NSBF intends to do additional securitizations in the future which
may be on comparable although not necessarily identical terms and conditions. We may determine to retain the
government guaranteed or unguaranteed portions of loans pending deployment of excess capital.

NSBF s senior lending team has focused on making smaller loans, approximately $1 million or less, in order to
maintain a diversified pool of loans that are dispersed both geographically and among industries, which limits NSBF s
exposure to regional and industry-specific economic downturns. Specifically, NSBF s current loan portfolio consists of
723 loans originated across 43 states in 68 different industries as defined by the North American Industry

Classification System. The following charts summarize NSBF s mix of investment concentrations by industry and
geography as of June 30, 2014.

Number Aggregate Average Percentage

Industry type of Loans Balance ($) Balance ($) of Balance
Food Services and Drinking Places 74 8,455 114 7.52%
Amusement, Gambling, and Recreation
Industries 33 6,767 205 6.02%
Professional, Scientific, and Technical
Services 36 5,654 157 5.03%
Repair and Maintenance 43 5,600 130 4.98%
Specialty Trade Contractors 34 5,053 149 4.50%
Ambulatory Health Care Services 63 4,914 78 4.37%
Food Manufacturing 15 4,846 323 4.31%
Truck Transportation 14 4,709 336 4.19%
Fabricated Metal Product Manufacturing 18 4,704 261 4.19%
Accommodation 25 4,582 183 4.08%
Other 368 57,085 155 50.81%
Total 723 112,369 155 100.00 %

Number Aggregate Average Percentage
State of Loans Balance ($) Balance ($) of Balance
NY 100 14,263 143 12.69%
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CT
GA
TX
NJ
PA
CA
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Other

Total
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73
43
36
42
55
41
46
21
21
245

723

10,290
7,865
7,682
7,621
7,378
7,323
5,946
4,269
3,713

36,019

112,369

141
183
213
181
134
179
129
203
177
147

155

9.16%
7.00%
6.84%
6.78%
6.57%
6.52%
5.29%
3.80%
3.30%
32.05%

100.00 %
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NSBF evaluates the credit quality of its loan portfolio by employing a risk rating system that is similar to the Uniform
Classification System, which is the asset classification system adopted by the Federal Financial Institution
Examinations Council. NSBF s risk rating system is granular with multiple risk ratings in both the Acceptable and
Substandard categories. Assignment of the ratings are predicated upon numerous factors, including credit risk scores,
collateral type, loan to value ratios, industry, financial health of the business, payment history, other internal
metrics/analysis, and qualitative assessments. Risk ratings are refreshed as appropriate based upon considerations such
as market conditions, loan characteristics, and portfolio trends. NSBF s gross SBA loans by credit quality indicator are
as follows:

Percentage
Number Aggregate Average of

Risk Rating of Loans Balance Balance Balance

Risk Rating 1-4 634 99,821 157 88.83%
Risk Rating 5 16 3,089 193 2.75%
Risk Rating 6 55 7,621 139 6.78%
Risk Rating 6/7 and 7 18 1,837 102 1.64%
Total 723 112,368 155 100.00 %

The weighted average term to maturity and weighted average interest rate of NSBF s loan portfolio as of June 30, 2014
was 191 months and 6%, respectively.

As a BDC, using the origination platform and borrower relationships that we have developed over ten years and our
experience and knowledge with SBA 7(a) lending, we intend to develop a conventional lending platform that will be
similar to the SBA 7(a) lending program in terms of high credit quality and rigorous underwriting, but without the

SBA s guarantee. To compensate for the lack of the SBA s guarantee, we intend to charge higher, double-digit interest
rates on our loans. By leveraging our infrastructure in this way, we believe we will be able to grow our lending

business at a faster rate than we have done historically and potentially provide better returns to our shareholders.

Controlled Portfolio Companies

In addition to our debt investments in portfolio companies, either directly or through our small business finance

platform, we also hold controlling interests in certain portfolio companies that, as of June 30, 2014, represented
approximately 42% of our total investment portfolio on a pro forma fair value basis. Specifically, we hold a

controlling interest in Universal Processing Services of Wisconsin, LLC, d/b/a Newtek Merchant Solutions ( NMS ),
CrystalTech Web Hosting, Inc. d/b/a/ Newtek Technology Solutions® ( NTS ), CDS Business Services, Inc. ( CDS ) and
Newtek Insurance Agency, LLC ( NIA ). In addition, one of our subsidiaries holds a controlling interest in PMTWorks
Payroll, LLC, d/b/a Newtek Payroll Services ( NPS ). We refer to these entities, collectively, as our controlled portfolio
companies. Our controlled portfolio companies provide us with an extensive network of business relationships that
supplement our referral sources and that we believe will help us to maintain a robust pipeline of lending opportunities

and expand our small business finance platform.

NMS, our Electronic payment processing segment, markets credit and debit card processing
services, check approval services and ancillary processing equipment and software to merchants
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who accept credit cards, debit cards, checks and other non-cash forms of payment. As of June 30,
2014, NMS provided services to approximately 14,100 merchants. NMS s merchant base consists
of both eCommerce and brick-and-mortar clients and is principally focused on the SMB market, a
segment that offers relatively attractive pricing margins and has been difficult for competitors to
penetrate. For the six months ended June 30, 2014, NMS, on a segment basis, generated $44.7
million of revenue and $3.9 million of income before income taxes. For the year ended

December 31, 2013, NMS, on a segment basis, generated $89.7 million of revenue and $8.3
million of income before income taxes and for the year ended December 31, 2012, it generated
$85.5 million of revenue and $7.0 million of income before income taxes.
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NTS, our Managed technology solutions segment, provides website hosting, dedicated server
hosting, cloud hosting, web design and development, internet marketing, e-commerce, data
storage and backup, and other related services to more than 124,000 customer accounts in 105
countries. For the six months ended June 30, 2014, NTS generated $8.2 million of revenue and
$1.7 million of income before taxes. For the year ended December 31, 2013, NTS generated $17.6
million of revenue and $3.6 million of income before income taxes and for the year ended
December 31, 2012, it generated $18.2 million of revenue and $4.3 million of income before
income taxes.

NIA serves as a retail and wholesale agency specializing in the sale of commercial and
health/benefits lines insurance products to the SMB market as well as various personal lines of
insurance. It is licensed in all 50 states.

NPS offers an array of industry standard and competitively priced payroll management, payment
and tax reporting services to SMBs.

CDS, which does business as Newtek Business Credit ( NBC ) and is a portion of our small
business finance segment, offers traditional factoring and receivables purchase services to SMBs
as well as back office services such as billing and cash collections.
Our controlled portfolio companies combined with our lending platform provide us with a network of business
relationships that allows to cross-sell our financing options and further establishes us as a one-stop-shop for SMBs.

The revenues that our controlled portfolio companies generate, after deducting operational expenses, may be
distributed to us. As a BDC, our Board will determine quarterly the fair value of our controlled portfolio companies in
a similar manner as our other investments. In particular, our investments in our controlled portfolio companies are
valued using a valuation methodology that incorporates both the market approach (public comparable company
analysis) and the income approach (discounted cash flow analysis). In following these approaches, factors that we may
take into account in fair value pricing our investments include, as relevant: available current market data, including
relevant and applicable market trading comparables, the portfolio company s earnings and discounted cash flows,
comparisons of financial ratios of peer companies that are public, and enterprise values, among other factors.
Additionally, in June of 2013, Newtek NY engaged a third party valuation firm to provide valuation consulting
services for the valuation of NMS and NTS.

At June 30, 2014, our estimated valuation of NMS was approximately $45.7 million, which represents an enterprise
value to LTM EBITDA multiple of 4.75x, and our estimated valuation of NTS was approximately $21.6 million,
which represents an enterprise value to LTM EBITDA multiple of 3.75x. Such valuations and multiples reflect our
current estimates and final valuations were determined by the Board.

Newtek Branding

We have developed our branded line of products and services to offer a full service suite of business and financial
solutions for the SMB market. Newtek reaches potential customers through its integrated multi-channel approach
featuring direct, indirect and direct outbound solicitation efforts. Although we continue to utilize and grow our
primary marketing channel of strategic alliance partners, more recently, and consistent with our intent to elect to be
regulated as a BDC, we have initiated a direct marketing strategy to SMB customers through our new go to market
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brand, The Small Business Authority®. Through a coordinated radio and television advertising campaign built around
this brand, and our web presence, www.thesba.com, we are establishing ourselves as a preferred provider of SMB
financing and the services offered by our controlled portfolio companies. In addition, we supplement these efforts
with extensive efforts to present Newtek NY as the real authority on small businesses. We have developed the SB
Authority Index®, a proprietary, multi-dimensional index of small business activity which we prepare and release
monthly and which has appeared in numerous media outlets. We also conduct a Market Sentiment Survey each month
on a topic which is or should be of vital concern to the SMB market and release these results each month. Finally, we
are an approved contributor to the
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Forbes.com website and we frequently post content relevant to the SMB and wider business markets and our Chief
Executive Officer is a frequent guest on various business related TV programs on the Fox, Fox Business News, CNN,
CNBC and MSNBC networks.

We market services through referrals from our strategic alliance partners such as AIG, Credit Union National
Association, Elnsure, ENT Federal Credit Union, Iberia Bank, Legacy Bank, Morgan Stanley Smith Barney, Navy
Federal Credit Union, New York Community Bank, Pershing, Randolph Brooks Federal Credit Union, Members First
Federal Credit Union, Sterling National Bank and UBS Bank, among others, (using our patented NewTracker®
referral management system) as well as direct referrals from our new web presence, www.thesba.com. Our
NewTracker® referral system has a software application patent covering the systems and methods for tracking,
reporting and performing processing activities and transactions in association with referral data and related
information for a variety of product and service offerings in a business to business environment. This provides for
security and transparency between referring parties and has been material in our ability to obtain referrals from a wide
variety of sources. This patented system allows us and our alliance partners to review in real time the status of any
referral as well as to provide real time compliance oversight by the respective alliance partner, which we believe
creates confidence among the referred business client, the referring alliance partner and us. We own the NewTracker®
patent, as well as all trademarks and other patented intellectual property used by us or our controlled portfolio
companies.

Additional referrals are obtained from individual professionals in geographic markets that have signed up to provide
referrals and earn commissions through our BizExec and TechExec Programs. These individuals are traditionally
information technology professionals, CPAs, independent insurance agents and sales and/or marketing professionals.
In addition, electronic payment processing services are marketed through independent sales representatives and web
technology and ecommerce services are marketed through internet-based marketing and third-party resellers. A
common thread across all our business lines and of our controlled portfolio companies relates to acquiring customers
at low cost and making strategic alliances primarily where we only pay fees for successful referrals. We seek to
bundle our marketing efforts through our brand, our portal, our patented NewTracker® referral system, our new web
presence as The Small Business Authority® and one easy entry point of contact. We expect that this approach will
allow us to continue to cross-sell the financing services of our small business finance platform to customers of our
controlled portfolio companies and build upon our extensive deal sourcing infrastructure. The compensation which we
pay for referrals is consistent with industry practices.

Federal Income Tax Consequences of the Reincorporation Transaction

If the Reincorporation Transaction is approved and effectuated, we intend to file an election to be regulated as a BDC
under the 1940 Act and operate thereafter as an internally managed, non-diversified closed-end investment company.
We also intend to elect to be treated as a RIC under Subchapter M of the Code for U.S. federal income tax purposes
beginning with our 2015 taxable year, which is our first taxable year that begins after our election to be a BDC. As a
RIC, we generally will not have to pay corporate-level federal income taxes on any ordinary income or capital gains
that we distribute to our stockholders. We will be taxed as a regular corporation (a C corporation ) under subchapter C
of the Code for U.S. federal income tax purposes for our 2014 taxable year. We will not complete the Reincorporation
Transaction and make the BDC Election unless our shareholders approve this Proposal I.

The following is a summary of certain U.S. federal income tax consequences relating to the Reincorporation

Transaction as of the date of this Proxy Statement/ Prospectus. Except where noted, this summary deals only with a
stockholder who holds common stock as a capital asset.
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For purposes of this summary, a U.S. holder means a beneficial owner of common stock who is any of the following
for U.S. federal income tax purposes: (1) a citizen or resident of the United States, (2) a corporation (or any other
entity or arrangement treated as a corporation for U.S. federal income tax purposes) organized in or under the laws of
the United States, any state thereof, or the District of Columbia, (3) an estate the income of
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which is subject to U.S. federal income taxation regardless of its source or (4) a trust if (a) its administration is subject
to the primary supervision of a court within the United States and one or more U.S. persons have the authority to
control all of its substantial decisions or (b) it has a valid election in effect under applicable U.S. Treasury regulations
to be treated as a U.S. person.

If a partnership (or other entity classified as a partnership for U.S. federal income tax purposes) is the beneficial owner
of common stock, the U.S. federal income tax treatment of a partner in the partnership will generally depend on the
status of the partner and the activities of the partnership. Partnerships that hold common stock, and partners in such
partnerships, should consult their own tax advisors regarding the U.S. federal income tax consequences of the
Reincorporation.

This summary is based upon provisions of the Code, and regulations, rulings and judicial decisions as of the date of
this Proxy Statement/ Prospectus. Subsequent developments in U.S. federal income tax law, including changes in law
or differing interpretations, perhaps with retroactive effect, could result in U.S. federal income tax considerations
different from those summarized below. This summary does not represent a detailed description of the U.S. federal
income tax consequences to a stockholder in light of his, her or its particular circumstances. In addition, it does not
represent a description of the U.S. federal income tax consequences to a stockholder who is subject to special
treatment under the U.S. federal income tax laws and does not address the tax considerations applicable to
stockholders who may be subject to special tax rules, such as: financial institutions; insurance companies; real estate
investment trusts; regulated investment companies; grantor trusts; tax-exempt organizations; dealers or traders in
securities or currencies; stockholders who hold common stock as part of a position in a straddle or as part of a
hedging, conversion or integrated transaction for U.S. federal income tax purposes or U.S. holders that have a
functional currency other than the U.S. dollar; stockholders who actually or constructively own 10% or more of our
Company s voting stock; or a non-U.S. holder who is a U.S. expatriate, controlled foreign corporation or passive
foreign investment company. Moreover, this description does not address the U.S. federal estate and gift tax,
alternative minimum tax or other tax consequences of the Reincorporation Transaction.

Newtek NY expects that the Reincorporation Transaction pursuant to the Merger Agreement will be a tax-free
reorganization under Section 368(a) of the Code. Accordingly, a U.S. holder of common stock (a U.S. Holder ) will
not recognize gain or loss in respect of the U.S. Holder s common stock as a result of the Reincorporation Transaction.
The U.S. Holder s basis in a BDC Share will be the same as the U.S. Holder s basis in the corresponding Share held
immediately prior to the Reincorporation Transaction. The U.S. Holder s holding period in a BDC Share will include
the period during which the U.S. Holder held the corresponding share prior to the Reincorporation Transaction,
provided the U.S. Holder held the corresponding share as a capital asset at the time of the Reincorporation

Transaction. In addition, neither Newtek NY or Newtek MD will recognize gain or loss as a result of the
Reincorporation Transaction, and Newtek MD will generally succeed, without adjustment, to the tax attributes of the
Newtek NY.

Newtek NY has requested, and expects to receive prior to the Special Meeting, an opinion of counsel with respect to
the federal income tax consequences of the Reincorporation under the Code. This summary is not binding on the IRS
and there can be no assurance that the IRS (or a court, in the event of an IRS challenge) will agree with the
conclusions stated herein. A successful IRS challenge to the reorganization status of the Reincorporation Transaction
would result in a stockholder recognizing gain or loss with respect to each share exchanged in the Reincorporation
Transaction equal to the difference between the stockholder s basis in such shares and the fair market value, as of the
time of the Reincorporation Transaction, of the BDC Shares received in exchange therefor. In such event, a
stockholder s aggregate basis in the BDC Shares received in the exchange would equal their fair market value on such
date, and the stockholder s holding period for such shares would not include the period during which the stockholder
held shares prior to the Reincorporation Transaction.
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State, local, or foreign income tax consequences to stockholders may vary from the federal tax consequences
described above. Stockholders should consult their own tax advisors as to the effect of the Reincorporation
Transaction under applicable federal, state, local, or foreign income tax laws.
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Risks Factors Reincorporation Transaction

The Reincorporation Transaction and subsequent operation as a BDC involves others risks, including the following:

Throughout our 16 year history we have never operated as a BDC.

We will be dependent upon our senior lending team and our executive committee for our future success and
if we are unable to hire and retain qualified personnel or if we lose any member of our senior lending team or
our executive committee, our ability to achieve our investment objective could be significantly harmed.

We will operate in a highly competitive market for investment opportunities.

Our portfolio may lack company diversification, which may subject us to a risk of significant loss if one or
more of these companies defaults on its obligations under any of its debt instruments.

Our portfolio may be concentrated in a limited number of industries, which may subject us to a risk of
significant loss if there is a downturn in a particular industry in which a number of our investments are
concentrated.

Our Board may change our investment objective, operating policies and strategies without prior notice or
stockholder approval, the effects of which may be adverse.

Investing in small businesses involves a high degree of risk, and our financial results may be affected
adversely if one or more of our significant portfolio investments defaults on its loans or fails to perform as
we expect.

The lack of liquidity in our investments may adversely affect our business.

An extended disruption in the capital markets and the credit markets could impair our ability to raise capital
and negatively affect our business.

We may borrow money, which would magnify the potential for loss on amounts invested and may increase
the risk of investing in us.
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The necessity of raising additional capital may expose us to risks, including the typical risks associated with
leverage as well as the inability to raise such funds when needed.

There will be uncertainty as to the value of our portfolio investments.

We may experience fluctuations in our quarterly and annual results.

We will be subject to corporate-level income tax on all of our income if we are unable to qualify as a RIC
under the Code, which would have a material adverse effect on our financial performance.

Regulations governing our operation as a BDC will affect our ability to raise additional capital and the way
in which we do so.

The market price of BDC Shares may decline below our net asset value per share.

Our common stock price may be volatile and may decrease substantially.

We may not be able to pay distributions, our distributions may not grow over time and a portion of our
distributions may be a return of capital.

Sales of substantial amounts of our common stock in the public market may have an adverse effect on the
market price of our common stock.
As a BDC, any failure to comply with the requirements imposed on us by the 1940 Act could cause the SEC to bring
an enforcement action against us and/or expose us to claims of private litigants. In addition, upon approval of a
majority of our stockholders, we may elect to withdraw our status as a BDC. If we decide to
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withdraw our election, or if we otherwise fail to qualify, or maintain our qualification, as a BDC, we may be subject to
the substantially greater regulation under the 1940 Act as a closed-end investment company. Compliance with such
regulations would significantly decrease our operating flexibility, and could significantly increase our costs of doing
business.

Current Risk Factors

Upon the Reincorporation Transaction, Newtek MD will remain subject to the risks inherent to Newtek NY s
operations. See Risk Factors for additional information.

Risk Relating to Our Business Generally

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

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

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

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

Our success depends on our ability to use effectively our electronic referral and information processing
systems.
Risks Relating to Our Electronic Payment Processing Business

NMS relies on a bank sponsor, which has substantial discretion with respect to certain elements of our
business practices, in order to process bankcard transactions. If the sponsorship is terminated, and we are not
able to secure or transfer the respective merchant portfolio to a new bank sponsor or sponsors, the business,
financial condition, results of operations and cash flows of electronic payment processing business could be
materially adversely affected. If the sponsorship is terminated, and we are not able to secure or transfer the
merchant portfolios to new bank sponsors, we will not be able to conduct our electronic payment processing
business. We also rely on service providers who are critical to our business.

If NMS or its processors or bank sponsors fail to adhere to the standards of the Visa® and
MasterCard® bankcard associations, our registrations with these associations could be terminated and we
could be required to stop providing payment processing services for Visa® and MasterCard®.
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On occasion, NMS experiences increases in interchange and sponsorship fees. If we cannot pass along these
increases to our merchants, our profit margins will be reduced.

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

NMS is liable if our processing merchants refuse or cannot reimburse charge-backs resolved in favor of their
customers.

NMS has potential liability for customer or merchant fraud.

Our payment processing systems may fail due to factors beyond our control, which could interrupt our
business or cause us to lose business and likely increase our costs.

We depend on the uninterrupted operations of our computer network systems, software and our processors
data centers. Defects in these systems or damage to them due to factors beyond our control could cause
severe disruption to our business and other material adverse effects on our payment processing businesses.
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Risks Relating to Our Business of Website Hosting

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

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

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

Our business depends on Microsoft Corporation and others for the licenses to use software as well
as other intellectual property in the website hosting business.
Risks Relating to Our Small Business Finance Businesses

We depend on outside financing.

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

Curtailment of the government-guaranteed loan programs could cut off an important segment of our
business.

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

We could be adversely affected by weakness in the residential housing and commercial real estate markets.
Risks Relating to Our Insurance Agency Business

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

If we fail to comply with government regulations, our insurance agency business could be adversely
affected.
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We do not have any control over the commissions our insurance agency expects to earn on the sale of
insurance products which are based on premiums and commission rates set by insurers and the conditions
prevalent in the insurance market.

Risks Relating to Our Payroll Processing Business

Unauthorized disclosure of employee data, whether through breach of our computer systems or otherwise,
could expose us to liability and business losses.

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

If we fail to adapt our technology to meet client needs and preferences, the demand for our services may
diminish.

Our payroll business could incur unreimbursed costs or damages due to delays in processing inherent in the

banking system.
Risks Relating to Our Capco Business

The Capco programs and the tax credits they provide are created by state legislation and implemented

through regulation, and such laws and rules are subject to possible action to repeal or retroactively revise the

programs for political, economic or other reasons. Such an attempted repeal or revision would create

substantial difficulty for the Capco programs and could, if ultimately successful, cause us material financial

harm.
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Because our Capcos are subject to requirements under state law, a failure of any of them to meet these
requirements could subject the Capco and our stockholders to the loss of one or more Capcos.
Risks Relating to Our Common Shares

Our shares may be delisted.

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

Two of our stockholders, one a current and one a former executive officer, beneficially own in the aggregate
approximately 24% of our common shares, and are able to exercise significant influence over the outcome of
most stockholder actions.

Future issuances of our common shares or other securities, including preferred shares, may dilute the per
share book value of our common shares or have other adverse consequences to our common stockholders.

The authorization and issuance of blank check preferred shares could have an anti-takeover effect
detrimental to the interests of our stockholders.

We know of no other publicly-held company that sponsors and operates Capcos as a material part of its
business. As such, there are, to our knowledge, no other companies against which investors may compare
our Capco business segment, and its operations, results of operations and financial and accounting structures.

Provisions of our certificate of incorporation and New York law place restrictions on our stockholders ability
to recover from our directors for breaches of their duties.

Failure to maintain effective internal controls over financial reporting may lead investors and others to lose
confidence in our financial data.
Comparative Fees and Expenses

The following tables are intended to assist you in understanding the costs and expenses that an investor in the common
stock of Newtek NY and Newtek MD bears directly or indirectly and Newtek MD s costs and expenses that are
expected to be incurred in the first year following the Reincorporation Transaction based on the expenses incurred
during the fiscal year ended December 31, 2013, but are not applicable to the Reincorporation Transaction. The cost
of the Reincorporation Transaction will be borne by the Company s stockholders. Newtek NY and Newtek MD caution
you that some of the percentages indicated in the table below are estimates and may vary. Except where the context
suggests otherwise, whenever this document contains a reference to fees or expenses paid or to be paid by you,
Newtek NY or Newtek MD, stockholders will indirectly bear such fees or expenses as investors in Newtek NY or
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Newtek MD, as applicable. Newtek MD and Newtek NY caution you that some of the percentages indicated in the

table below are estimates and may vary.

Stockholder transaction expenses (as a
percentage of offering price)

Sales load paid by Newtek NY

Offering expenses borne by Newtek MD
and

Newtek NY

Dividend reinvestment plan expenses

Total stockholder transaction expenses paid
by Newtek MD and Newtek NY
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Newtek MD
Newtek MD Newtek NY Pro Forma(2)
Estimated annual expenses (as a
percentage of net assets attributable to
common shares):(5)(6)

Operating expenses 44.91% 155.54% 15.43%
Interest payments on borrowed funds(7) 7.28% 3.09%
Other expenses(8) 91.11% 0.00% 0.22%
Total annual expenses (estimated)(9)(10) 136.02% 162.82% 18.74%

(1) Newtek MD is currently a shell corporation. Expenses reflect an assumption that the Reincorporation Transaction
is completed and that Newtek MD will ultimately bear the offering costs.

(2) Purchases of shares of common stock of Newtek MD or Newtek NY on the secondary market are not subject to
sales charges, but may be subject to brokerage commissions or other charges. The table does not include any
sales load (underwriting discount or commission) that stockholders may have paid in connection with their
purchase of shares of Newtek MD or Newtek NY common stock.

(3) Offering expenses borne by Newtek MD and Newtek NY includes the expenses associated with the
Reincorporation Transaction, estimated at $448,000. Such costs will be borne by the Company s shareholders.

(4) The Company has not incurred any dividend reinvestment plan expenses nor does it anticipate any dividend
reinvestment plan expenses in its Pro Forma.

(5) Consolidated net assets attributable to common stock equals stockholders equity at 6/30/14. For Pro Forma
Combined, the stockholders equity for Pro Forma Newtek MD Combined as of 6/30/14 was used from the pro
forma information beginning on page 125.

(6) Newtek MD will not have an investment adviser and will be internally managed by its management team under
the supervision of its Board. Therefore, Newtek MD will pay operating costs associated with employing a
management team and investment professionals instead of paying investment advisory fees. As a result, the
estimate of the annual expenses Newtek MD incurs in connection with the employment of such employees is
included in the line item Other expenses.

(7)  Interest Payments on Borrowed Funds represents estimated interest and fee payments on borrowed funds for our
actual interest, fees and other debt-related expenses incurred for the year ended December 31, 2013, including our
Credit Facility, bank notes payable and securitization notes payable.

(8) Other expenses ($300 thousand) are based upon estimates of the twelve months following the Proposed Offering,
and include our overhead and administrative expenses that are not included in Operating expenses.

(9) The decrease in expenses results from the deconsolidation of a number of Newtek NY s wholly-owned
subsidiaries, which will instead be treated as non-consolidated portfolio companies. Such portfolio companies are
stand alone operating entities that will bear the costs associated with their operations and employees.

(10) Total annual expenses as a percentage of consolidated net assets attributable to common stock are higher than the
total annual expenses percentage would be for a company that is not leveraged. Newtek NY borrows and Newtek
MD plans to borrow money to leverage and increase their total assets. The SEC requires that the Total annual
expenses percentage be calculated as a percentage of net assets (defined as total assets less indebtedness and
before taking into account any incentive fees payable during the period), rather than the total assets, including
assets that have been funded with borrowed monies.

The following example is intended to help an investor compare the costs of investing in Newtek MD pro forma after

the Reincorporation Transaction with the costs of investing in Newtek NY without the Reincorporation Transaction.

An investor would pay the following expenses on a $1,000 investment, assuming (1) the operating expense ratio for
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each of Newtek NY and Newtek MD (as a percentage of net assets attributable to shares of common stock) set forth in
the table above and (2) on a 5% annual return throughout the period:

An investor would pay the following expenses on a
$1,000 investment, assuming a 5% annual return in:
Newtek MD

Newtek NY

The pro forma combined company following the merger

17
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1 year

$ 472
$1,633
$ 162

3 years

$ 1,487
$ 5,149
$ 511

5 years

$ 2,606
$ 9,024
$ 895

10 years

$ 5,931
$ 20,542
$ 2,038
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We will not effectuate the BDC Election or take action on any other proposal included in this proxy statement,
other than Proposal V, UNLESS our stockholders approve this Proposal I and each of the other proposals set
forth herein. Our Board of Directors does not reserve any additional rights to effectuate the BDC Election.

Reduced Expenses Per Share

Newtek MD s fixed expenses will be reduced on a per share basis as a result of the Reincorporation Transaction. Upon
effectuating the BDC Election, certain of Newtek NY s wholly-owned subsidiaries will be treated as Newtek MD s
portfolio companies. As portfolio companies, their financial statements will no longer be consolidated with the
Company. Rather, the portfolio companies expenses will be reflected in their financial statements. Each such portfolio
company is an operating company with its own employees, management, and expenses. As the costs associated with
these portfolio companies will no longer be consolidated into the Company s financial statements, its fixed expenses
will be reduced.

Required Vote

The approval of the Reincorporation Transaction will require the affirmative vote of a majority of the outstanding
Shares entitled to vote at the Special Meeting. Abstentions and Broker Non-Votes will have the effect of a vote
against this proposal.

THE BOARD BELIEVES THAT A VOTE FOR PROPOSAL I TO APPROVE THE REINCORPORATION
TRANSACTION AS DESCRIBED ABOVE IS IN THE BEST INTERESTS OF OUR STOCKHOLDERS
AND RECOMMENDS A VOTE FOR PROPOSAL I

PROPOSAL II APPROVAL OF THE REVERSE STOCK SPLIT

Our Board has approved a reverse stock split to be implemented prior to the Reincorporation Transaction pursuant to
which a number of shares of common stock in a range not less than five shares and no greater than six shares will be
combined into a single share of common stock, with the exact ratio between 5:1 and 6:1 to be determined by the
Board (the Reverse Stock Split ), and believes that it is in our best interests to undertake the Reverse Stock Split in
order to increase the trading price of our Shares on the NASDAQ Capital Market. Our Board believes that such an
increased trading price will make our shares more attractive to a wider array of investors, which will improve our
ability to raise additional capital in connection with and subsequent to effectuating the BDC Election discussed in
Proposal I. In addition, we expect our stockholders will also benefit from relatively lower trading costs for higher
priced shares and the greater liquidity of the shares which is likely to result. Your approval of the Reverse Stock Split
will also constitute approval of a related amendment to our Restated Certificate of Incorporation, which we will file if
required by law or otherwise deemed advisable by our Board. For additional information, see Proposal I Approval
of the Reverse Stock Split.

We will not effectuate the Reverse Stock Split UNLESS stockholders approve this Proposal II and each of the
other proposals set forth herein other than Proposal V.

Required Vote

The approval of the Reverse Stock Split requires the affirmative vote of a majority of the outstanding Shares entitled
to vote at the Special Meeting. Abstentions and Broker Non-Votes will have the effect of a vote against this proposal.
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THE BOARD BELIEVES THAT A VOTE FOR PROPOSAL II TO APPROVE THE REVERSE STOCK
SPLIT AS DESCRIBED ABOVE IS IN THE BEST INTERESTS OF OUR STOCKHOLDERS AND
RECOMMENDS A VOTE FOR PROPOSAL II.
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PROPOSAL III AUTHORIZATION TO SELL SHARES OF COMMON STOCK AT A PRICE OR PRICES
BELOW THE COMPANY S THEN CURRENT NET ASSET VALUE PER SHARE IN ONE OR MORE
OFFERINGS

If our stockholders approve Proposal I, as well as all other Proposals herein, we intend to effectuate the Reverse Stock
Split, Reincorporation Transaction, make the BDC Election and undertake the Proposed Offering. Under the 1940

Act, a BDC may not sell shares of its common stock at a price below the then current net asset value per share of such
stock ( NAV ), exclusive of sales compensation, unless its stockholders approve such a sale and the company s board of
directors make certain determinations. It is not possible to predict whether our BDC Shares will trade at a price above

or below their NAV on the date we complete the Proposed Offering. We will not sell any BDC Shares pursuant to

this Proposal III UNLESS our stockholders approve this Proposal I1I and each of the other proposals set forth
herein other than Proposal V.

We are seeking the authorization of our stockholders so that, subsequent to effectuating the Reincorporation
Transaction and BDC Election, we may, in one or more public or private offerings, sell or otherwise issue BDC
Shares at a price below our then current NAV, subject to certain conditions discussed below, including that our then
current NAV is not diluted by an amount greater than 25%. Our Board believes that having the flexibility to sell our
common stock below NAV in certain instances is in the best interests of stockholders. In particular, such flexibility
will improve our ability, subsequent to the BDC Election, to undertake the Proposed Offering promptly, as discussed
in Proposal 1. Subsequent to effectuating the BDC Election, flexibility to sell our common stock below NAV will
provide us with better access to the capital markets as attractive investment opportunities arise, and improve our
ability to grow over time and pay dividends to stockholders. Generally, common stock offerings by BDCs are priced
based on the market price of the currently outstanding shares, less a small discount of approximately 5% (which may
be higher or lower depending on market conditions). Accordingly, even when BDC Shares trade at a market price
below NAV, this Proposal III would permit the Company to offer and sell shares of its common stock in accordance
with pricing standards that market conditions generally require, subject to the conditions described below. If
approved, as required under the 1940 Act, the authorization would be effective for securities sold during a period
beginning on the date of such stockholder approval and expiring on the earlier of the anniversary of the date of this
Special Meeting or the date of the Company s 2015 Annual Meeting of Stockholders.

After the Proposed Offering, the Company has no immediate plans to sell BDC Shares below NAV. However, it is
seeking stockholder approval for multiple such offerings in order to maintain access to the markets if the Company
determines it should sell BDC Shares below NAV. These sales typically must be undertaken quickly. The final terms
of any such sale will be determined by the Board at the time of sale. Other than the Proposed Offering, as discussed
herein, it is impracticable to describe the transaction or transactions in which our Shares would be sold at a price
below NAV. Instead, any transaction where the Company sells such shares, including the nature and amount of
consideration that would be received by the Company at the time of sale and the use of any such consideration, will be
reviewed and approved by the Board at the time of sale. Subject to the condition that our then current NAV is not
diluted by an amount greater than 25%, there will be no limit on the percentage below NAV at which shares may be
sold in an offering by the Company under this Proposal III. If this Proposal III is approved, no further authorization
from the stockholders will be solicited prior to any such sale in accordance with the terms of this Proposal III. For
additional information, see  Proposal III ~ Approval to Sell Shares Below NAV.

We will not sell any BDC Shares pursuant to this Proposal III UNLESS our stockholders approve this Proposal
IIT and each of the other proposals set forth herein other than Proposal V.

Required Vote
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The authorization of the Company to sell BDC Shares at a price or prices below the Company s then current net asset
value per share in one or more offerings will require the affirmative vote of (1) a majority of the outstanding Shares
entitled to vote at the Special Meeting; and (2) a majority of the outstanding Shares entitled to vote at the Special
Meeting that are not held by affiliated persons of us, which includes our officers, directors, employees and 5%
shareholders. Because we intend to elect to be regulated as a BDC under the 1940 act, the
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1940 Act definition of a majority of the outstanding shares must be used for purposes of this proposal. The 1940 Act
defines a majority of the outstanding shares as: (1) 67% or more of the voting securities present at the Special Meeting
if the holders of more than 50% of the outstanding voting securities of such company are present or represented by
proxy; or (2) 50% of the outstanding voting securities of the company, whichever is the less. Abstentions and Broker
Non-Votes will have the effect of a vote against this proposal.

THE BOARD BELIEVES THAT A VOTE FOR PROPOSAL III TO AUTHORIZE THE COMPANY TO
SELL SHARES OF ITS COMMON STOCK AT A PRICE OR PRICES BELOW THE COMPANY S THEN
CURRENT NET ASSET VALUE PER SHARE IN ONE OR MORE OFFERINGS AS DESCRIBED ABOVE
IS IN THE BEST INTERESTS OF OUR STOCKHOLDERS AND RECOMMENDS A VOTE FOR
PROPOSAL III.

PROPOSAL IV APPROVAL OF A NEW EQUITY COMPENSATION PLAN

On September 12, 2014, a required majority of the Board, as defined in Section 57(0) of the 1940 Act unanimously
approved and adopted the Newtek Business Services Corp. 2014 Stock Incentive Plan (the Stock Plan ) in accordance
with Section 61 of the 1940 Act, authorized 3,000,000 Shares for issuance under the Stock Plan, and directed that the

Stock Plan be submitted to stockholders for approval in connection with the approval of the Reincorporation

Transaction. The Stock Plan is intended to replace the Company s 2000 Stock Incentive and Deferred Compensation

Plan (the 2000 Plan ), 2003 Stock Incentive Plan (the 2003 Plan ) and 2010 Stock Incentive Plan (the 2010 Plan, and
collectively with the 2000 Plan and 2003 Plan, the Existing Plans ), which will be terminated in connection with the

BDC Election. For additional information, see Proposal IV~ Approval of a New Equity Compensation Plan.

Required Vote

The approval of the Stock Plan requires the affirmative vote of a majority of the Shares cast in person or by proxy at
the Special Meeting. Abstentions and Broker Non-Votes will not be included in determining the number of votes cast
and, as a result, will have no effect on this proposal.

THE BOARD BELIEVES THAT A VOTE FOR PROPOSAL IV TO APPROVE A NEW EQUITY
COMPENSATION PLAN, AS DESCRIBED ABOVE IS IN THE BEST INTERESTS OF OUR
STOCKHOLDERS AND RECOMMENDS A VOTE FOR PROPOSALIV.

PROPOSAL V APPROVAL TO ADJOURN TO SOLICIT ADDITIONAL VOTES

The company s stockholders may be asked to consider and act upon one or more adjournments of the Special Meeting,
if necessary or appropriate, to solicit additional proxies in favor of any or all of the other proposals set forth in this
Proxy Statement / Prospectus. For additional information, see Proposal V. Approval to Adjourn to Solicit Additional
Votes.

Required Vote

Any proposal to adjourn the Special Meeting, if necessary or appropriate, to solicit additional proxies if there are not
sufficient votes for the foregoing proposals requires the affirmative vote of a majority of the Shares represented at the
Special Meeting in person or by proxy. An abstention from the vote on an adjournment will have the same effect as a
vote against the adjournment motion. The persons named as proxies will vote those proxies for such adjournment,
unless marked to be voted against any proposal for which an adjournment is sought, to permit further solicitation of
proxies.

Table of Contents 46



Edgar Filing: NEWTEK BUSINESS SERVICES, INC. - Form DEFM14A

THE BOARD BELIEVES THAT A VOTE FOR PROPOSAL V TO APPROVE ANY ADJOURNMENT OF
THE SPECIAL MEETING, IF NECESSARY OR APPROPRIATE, TO SOLICIT ADDITIONAL PROXIES
IN FAVOR OF ANY OR ALL OF PROPOSALS I IV IF THERE ARE NOT SUFFICIENT VOTES FOR
THESE PROPOSALS, IS IN THE BEST INTEREST OF OUR STOCKHOLDERS AND RECOMMENDS A
VOTE FOR PROPOSAL V.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements in this document constitute forward-looking statements, which relate to future events or the
future performance or financial condition of Newtek NY, Newtek MD or, following the merger and subsequent
combination, the combined company. The forward-looking statements contained in this document involve a number
of risks and uncertainties, including statements concerning:

Newtek NY, Newtek MD or, following the merger and subsequent combination, the combined company s, or their
portfolio companies , future business, operations, operating results or prospects;

the return or impact of current and future investments;

the impact of a protracted decline in the liquidity of credit markets;

the impact of fluctuations in interest rates;

the valuation of investments in portfolio companies, particularly those having no liquid trading market;

Newtek NY, Newtek MD s or, following the merger and subsequent combination, the combined company s
ability to recover unrealized losses;

market conditions and Newtek NY, Newtek MD s or, following the merger and subsequent combination, the
combined company s ability to access alternative debt markets and additional debt and equity capital;

contractual arrangements and relationships with third parties;

the general economy and its impact on the industries in which Newtek NY, Newtek MD or, following the
merger and subsequent combination, the combined company invests;

the financial condition of and ability of current and prospective portfolio companies to achieve their
objectives;

expected financings and investments;

the adequacy of cash resources and working capital;
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the timing, form and amount of any dividend distributions;

the timing of cash flows, if any, from the operations of portfolio companies;

the outcome and impact of any litigation relating to the merger;

the likelihood that the merger and subsequent combination are completed and the anticipated timing of their
completion;

the period following the completion of the merger and subsequent combination;

the ability of Newtek NY, Newtek MD s businesses to successfully integrate if the merger and subsequent
combination are completed; and

Newtek MD s future operating results and business prospects if the merger and subsequent combination are
not completed.
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RISK FACTORS

In addition to the other information included in this document, stockholders should consider the matters described
below in determining whether to approve Reincorporation Transaction and the Merger Agreement. The risks set out
below are not the only risks Newtek NY, Newtek MD and, following the merger and subsequent combination, the
combined company face. Additional risks and uncertainties not currently known to Newtek NY or Newtek MD or that
they currently deem to be immaterial also may materially adversely affect their or, following the merger and
subsequent combination, the combined company s business, financial condition or operating results. If any of the
following events occur, Newtek NY or, following the merger and subsequent combination, the combined company s
business, financial condition or results of operations could be materially adversely affected.

RISKS ASSOCIATED WITH AN INVESTMENT IN NEWTEK MD

These risks are particularly relevant to a decision a shareholder of Newtek NY will make in approving the
Reincorporation Transaction.

Risks Relating to Our Business and Structure
Throughout our 16 year history we have never operated as a BDC.

Although Newtek has operated since 1998, we have no operating history as a BDC. As a result, we can offer no
assurance that we will achieve our investment objective and that the value of your investment will not decline
substantially. As a BDC, we will be subject to the regulatory requirements of the SEC, in addition to the specific
regulatory requirements applicable to BDCs under the 1940 Act and RICs under the Code. Our management has not
had any prior experience operating under this BDC regulatory framework, and we may incur substantial additional
costs, and expend significant time or other resources, to do so. In addition, we may be unable to generate sufficient
revenue from our operations to make or sustain distributions to our stockholders.

Our investment portfolio will be recorded at fair value, with our board of directors having final responsibility for
overseeing, reviewing and approving, in good faith, its estimate of fair value and, as a result, there will be
uncertainty as to the value of our portfolio investments.

Under the 1940 Act, we will be required to carry our portfolio investments at market value or, if there is no readily
available market value, at fair value as determined by us, with our board of directors having final responsibility for
overseeing, reviewing and approving, in good faith, our estimate of fair value. Typically, there will not be a public
market for the securities of the privately held companies in which we invest. As a result, we will value these securities
annually and quarterly at fair value based on various inputs, including management, third-party valuation firms and
our audit committee, and with the oversight, review and approval of our Board.

The determination of fair value and consequently, the amount of unrealized gains and losses in our portfolio, are to a
certain degree, subjective and dependent on a valuation process approved by our board of directors. Certain factors
that may be considered in determining the fair value of our investments include external events, such as private
mergers, sales and acquisitions involving comparable companies. Because such valuations, and particularly valuations
of private securities and private companies, are inherently uncertain, they may fluctuate over short periods of time and
may be based on estimates. Our determinations of fair value may differ materially from the values that would have
been used if a ready market for these securities existed. Due to this uncertainty, our fair value determinations may
cause our net asset value on a given date to materially understate or overstate the value that we may ultimately realize
on one or more of our investments. As a result, investors purchasing our common stock based on an overstated net
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asset value would pay a higher price than the value of our investments might warrant. Conversely, investors selling
shares during a period in which the net asset value understates the value of our investments will receive a lower price
for their shares than the value of our investments might warrant.
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Our financial condition and results of operations will depend on our ability to manage and deploy capital
effectively.

Our ability to achieve our investment objective will depend on our ability to manage and deploy capital, which will
depend, in turn, on our management s ability to identify, evaluate and monitor, and our ability to finance and invest in,
companies that meet our investment criteria.

Accomplishing our investment objective on a cost-effective basis will largely be a function of our management s
handling of the investment process, its ability to provide competent, attentive and efficient services and our access to
investments offering acceptable terms. In addition to monitoring the performance of our existing investments, our
senior lending team and our executive committee will also be called upon, from time to time, to provide managerial
assistance to some of our portfolio companies. These demands on their time may distract them or slow the rate of
investment.

Even if we are able to grow and build upon our investment operations, any failure to manage our growth effectively
could have a material adverse effect on our business, financial condition, results of operations and prospects. The
results of our operations will depend on many factors, including the availability of opportunities for investment,
readily accessible short and long-term funding alternatives in the financial markets and economic conditions.
Furthermore, if we cannot successfully operate our business or implement our investment policies and strategies as
described herein, it could negatively impact our ability to pay dividends.

We operate in a highly competitive market for investment opportunities, which could reduce returns and result in
losses.

We will compete for investments with other BDCs with similar investment strategies, private equity funds with
similar investment strategies, venture lending funds, finance companies with venture lending units and banks focused
on venture lending. Many of our competitors will be substantially larger and have considerably greater financial,
technical and marketing resources than us. For example, some competitors may have a lower cost of capital and access
to funding sources that will not be available to us. In addition, some of our competitors may have higher risk
tolerances or different risk assessments than we will have. These characteristics could allow our competitors to
consider a wider variety of investments, establish more relationships and offer better pricing and more flexible
structuring than we will be able to offer. We may lose investment opportunities if we do not match our competitors
pricing, terms and structure. If we are forced to match our competitors pricing, terms and structure, we may not be
able to achieve acceptable returns on our investments or may bear substantial risk of capital loss. Furthermore, many
of our competitors will have greater experience operating under, or will not be subject to, the regulatory restrictions
that the 1940 Act will impose on us as a BDC.

If we are unable to source investments effectively, we may be unable to achieve our investment objective.

Our ability to achieve our investment objective depends on our senior lending team s and our executive committee s
ability to identify, evaluate and invest in suitable companies that meet our investment criteria. Accomplishing this
result on a cost-effective basis is largely a function of our marketing capabilities, our management of the investment
process, our ability to provide efficient services and our access to financing sources on acceptable terms. In addition to
monitoring the performance of our existing investments, members of our senior lending team, our executive
committee and our other investment professionals may also be called upon to provide managerial assistance to our
portfolio companies. These demands on their time may distract them or slow the rate of investment. To grow, we need
to continue to hire, train, supervise and manage new employees and to implement computer and other systems capable
of effectively accommodating our growth. However, we cannot provide assurance that any such employees will
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