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Medallion Financial is a publicly traded finance company (NASDAQ: MFIN) with leading positions
in various industries, including consumer lending, commercial lending and medallion lending.

Recreational Vehicles

Home Improvements

Marine Craft

Commercial Lending

2017 was a year of transformation and recharging as the
Company continues to focus on our growing consumer and
mezzanine businesses while taking the necessary steps to
mitigate our exposure to our medallion lending business.

The Consumer Lending Division continues to prosper as
Medallion Bank originated over $430 million in consumer loans
during the year and is up an annualized 23%, or 32% when
including consumer loan portfolio sales, since 2011.
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Our Minneapolis-based Medallion Capital subsidiary, which
manages our mezzanine lending segment, recorded its most
profitable year to date through diligent underwriting and
strategic divestitures noting a 30% return on equity.

Medallion Lending

At the end of 2017, our medallion portfolio comprised 28%

of our total managed net investment portfolio, compared to
56% just five years ago. We continue to reduce our medallion
exposure during these challenging times and are confident

in our ability to manage the delinquencies and collections
efforts while focusing on the more profitable consumer and
mezzanine loans businesses.



Dear Shareholders

was a year of transformation and new beginnings for Medallion

Financial. We are confident that the progress and steps we took

throughout the year will result in our success over the long term.

From an operational perspective, our sharp focus on our lucrative
consumer and mezzanine divisions led to record results at both segments.
Additionally, we continued throughout the year to reduce our exposure to
our legacy medallion lending business, and our performance in our consumer
and mezzanine businesses helped us manage through the challenged
medallion segment to still make it a profitable year.

Perhaps more importantly, from a structural standpoint, our Board reached
the momentous decision in 2017 after careful deliberation to authorize the
withdrawal of the Company's business development company (“BDC")
election. We thank you for your overwhelming support of the withdrawal
at our recent Special Meeting, and on April 2, we officially completed the
withdrawal and are now operating as a non-investment company.

We believe functioning as a traditional operating company provides several
significant positives for Medallion and our shareholders by allowing us to:

Simplify our financial statements going forward by consolidating our
non-investment subsidiaries, including Medallion Bank.

Increase transparency, as we will now be reporting our entire operating
results on one income statement, which could help reduce any complexity
discount we may currently be receiving.

Be eligible for inclusion as a component in certain stock market indexes
for the first time since indexes dropped BDCs from inclusion a few years ago.

Most importantly, harness our Bank's earnings power through reinvesting
earnings to further grow our consumer portfolio.

We are excited to bring our entire operations under the banner of “One
Medallion” while we continue to execute on the strategy we laid out in early 2017.

Operationally in 2017, Medallion Bank's consumer finance segment produced
record levels of originations and pre-tax profits. Medallion Bank originated over
$430 million in consumer loans during 2017, and our team'’s consistent and
prudent underwriting was the key factor in generating overall net investment
income before taxes of $71.5 million at the Bank.

During the year, the Bank also capitalized on demand and sold over $221
million of our performing consumer loans at a premium, generating additional
liquidity and gains on sale for our Bank. While the sales reduced the size of
our portfolio to $683.5 million of net receivables at the end of 2017, when
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Medallion Bank
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in consumer loans
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including the sales, we had once again grown our consumer portfolio by
29% from the prior year. Our consumer team at Medallion Bank continues
to shine and we're proud of their hard work and ensuing results.

At Medallion Capital, our mezzanine lending portfolio generated another
year of strong results with a 46% net increase in net assets resulting
from operations to $11.8 million, providing us with a return on equity of
30%. We are placing more emphasis toward growing our assets in this
segment, as we continue to see ample opportunities to be able to lend
to middle-market businesses.

The success of our consumer and mezzanine portfolios allowed us to
capably manage the ongoing challenges with respect to our medallion
portfolio. Importantly, we continue to make progress in reducing our
exposure and risk profile as medallion loans now make up only 28% of our
total managed net investment portfolio, compared to 56% just five years
ago and 68% at the time of our IPO. We also took further steps to increase
our medallion reserves. \We will continue to actively and vigorously pursue
recoveries, and expect to gradually achieve them over the longer term.

We remain optimistic about our prospects for 2018 and beyond. We are
staying the course in terms of our focus on growing our profitable consumer
and mezzanine segments, and as the medallion portfolio continues to
contract, we expect the earnings power of those two segments will
become more and more apparent. At the same time, functioning as a
traditional operating company allows us to present ourselves as a more
streamlined and straightforward company, and enables us to reinvest in
our success. We are always remaining mindful of our operating expenses
to ensure we are positioned to expand margins and enhance our bottom line.

We thank our shareholders for your continued support of Medallion Financial
and we will continue our efforts to generate long-term value for you. We
always welcome hearing your thoughts and answering any questions that
you may have. We believe that the more you know about us, the more
confident you will also be in our bright future. We look forward to hearing
from you or seeing you at our annual shareholder meeting.

Sincerely yours,

A~ C

Alvin Murstein Andrew M. Murstein
Chairman and President and
Chief Executive Officer Chief Operating Officer
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CERTIFICATIONS

The following discussion should be read in conjunction with our financial statements and the notes to those statements and other
financial information appearing elsewhere in this report.

This report contains forward-looking statements relating to future events and future performance applicable to us within the
meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, including, without
limitation, statements regarding our expectations, beliefs, intentions, or future strategies that are signified by the words expects,
anticipates, intends, believes, or similar language. Actual results could differ materially from those anticipated in such forward-
looking statements. All forward-looking statements included in this document are based on information available to us on the date
hereof, and we assume no obligation to update any forward-looking statements. We caution investors that our business and financial
performance are subject to substantial risks and uncertainties.



PART I
ITEM 1. OUR BUSINESS

We, Medallion Financial Corp. or the Company, are a closed-end, non-diversified management investment company organized
as a Delaware corporation. We have elected to be treated as a business development company, or BDC, under the Investment
Company Act of 1940, as amended, or the 1940 Act, although as described below, expect to withdraw from this status on or about
April 1,2018. We are a specialty finance company that has historically had a leading position in originating, acquiring, and servicing
loans that finance taxicab medallions and various types of commercial businesses. Recently, our strategic growth has been through a
wholly-owned portfolio company of ours, Medallion Bank, which originates consumer loans for the purchase of recreational vehicles,
boats, and trailers and to finance small-scale home improvements. Since Medallion Bank acquired a consumer loan portfolio and
began originating consumer loans in 2004, it has increased its consumer loan portfolio at a compound annual growth rate of 16%.
Since 1996, the year in which we became a public company, we have increased our taxicab medallion loan portfolio at a compound
annual growth rate of 2%, and our commercial loan portfolio at a compound annual growth rate of 4% (5% and 4% on a managed
basis when combined with Medallion Bank). In January 2017, we announced our plans to transform our overall strategy. We are
transitioning away from medallion lending and placing our strategic focus on our growing consumer finance portfolio. Total assets
under our management and the management of our unconsolidated wholly-owned subsidiaries, which includes our managed net
investment portfolio, as well as assets serviced for third party investors, were $1,593,000,000 as of December 31, 2017, and
$1,632,000,000 as of December 31, 2016, and have grown at a compound annual growth rate of 10% from $215,000,000 at the end of
1996. Since our initial public offering in 1996, we have paid distributions in excess of $263,060,000 or $14.66 per share.

We conduct our business through various wholly-owned investment company subsidiaries including:

*  Medallion Funding LLC, or Medallion Funding, a Small Business Investment Company, or SBIC, our primary taxicab
medallion lending company;

*  Medallion Capital, Inc., or Medallion Capital, an SBIC and a regulated investment company, or RIC, which conducts a
mezzanine financing business; and

»  Freshstart Venture Capital Corp., or Freshstart, an SBIC and a RIC, which originates and services taxicab medallion and
commercial loans.

We formed a wholly-owned portfolio company, Medallion Servicing Corporation, or MSC, to provide loan services to
Medallion Bank, also a portfolio company wholly-owned by us. We have assigned all of our loan servicing rights for Medallion Bank,
which consists of servicing taxi medallion loans originated by Medallion Bank, to MSC, which bills and collects the related service
fee income from Medallion Bank, and is allocated and charged by us for MSC’s share of these servicing costs.

In addition, we conduct business through a wholly-owned portfolio company, Medallion Bank, a bank regulated by the FDIC
and the Utah Department of Financial Institutions which originates consumer loans, raises deposits, and conducts other banking
activities. Medallion Bank generally provides us with our lowest cost of funds which it raises through bank certificates of deposit. To
take advantage of this low cost of funds, historically we have referred a portion of our taxicab medallion loans to Medallion Bank,
which then originated these loans and are serviced by MSC. As a non-investment company, Medallion Bank is not currently
consolidated with the Company, which is an investment company under the 1940 Act. We would be permitted to consolidate
Medallion Bank with the Company to the extent we withdraw our election to be treated as a BDC under the 1940 Act as discussed in
further detail below.

Our diversified investments in other controlled subsidiaries are comprised of Medallion Fine Art, Inc., Medallion Motorsports,
LLC, and LAX Group, LLC. In addition, we made both marketable and nonmarketable equity investments.

We are a closed-end, non-diversified management investment company, organized as a Delaware corporation, under the 1940
Act. We have elected to be treated as a BDC under the 1940 Act. On March 7, 2018, a majority of the Company’s shareholders
authorized the Company’s Board of Directors to withdraw the Company’s election to be regulated as a BDC under the 1940 Act and
our Board of Directors approved the filing of the Company’s withdrawal form with the SEC to be made on or about April 1, 2018. At
that point, we would no longer be a BDC or be subject to the provisions of the 1940 Act applicable to BDCs.

During our tax years ended December 31, 2017 and 2016, we did not qualify as a RIC under Subchapter M of the Internal
Revenue Code of 1986, as amended, or the Code, and therefore we became subject to taxation as a corporation under Subchapter C of
the Code. We had in previous years qualified and elected to be treated for federal income tax purposes as a RIC. As a RIC, we
generally did not have to pay corporate-level federal income taxes on any net ordinary income or capital gains that we distributed to
our shareholders as dividends, if we met certain source-of-income and asset diversification requirements. Medallion Bank is not a RIC
and must pay corporate-level US federal and state income taxes. If the Company withdraws its election to be regulated as a BDC
under the 1940 Act, the Company would remain ineligible to file as a RIC under the Code and would be treated as a C corporation for
tax purposes. See Note 5 for more information.



We are managed by our executive officers under the supervision of our Board of Directors. As a result, we do not pay

investment advisory fees, but instead we incur the operating costs associated with employing investment and portfolio management
professionals. Alvin Murstein, our chairman and chief executive officer, has over 60 years of experience in the ownership,
management, and financing of taxicab medallions and other commercial businesses. Andrew M. Murstein, our president, has over
30 years of experience and is the third generation in his family to participate in the business.

Below is our organizational structure reflecting our consolidated and unconsolidated subsidiaries.

Medallion Financial Corp.
(Delaware corp.)

Consolidated subsidiaries Unconsolidated subsidiaries
[ I T T I I ]
Freshstart Venture Medallion Funding Medallion Capital, Medallion Bank Medallion Servicing LAX Group, LLC
Capital Corp. LC Inc. CDI-LP Holding, Inc. (Utah industrial Corp. (Delaware LLC)
X 2 : @ 2 .
(New York corp.)“) (New York LLC)‘Z) (Minnesota corp.)(a) (Minnesota corp.) bank)(s) (Delaware (:orp.)(gl (majority-owned)“m
Taxi Medallion Loan I ]
Trust 1l . . Medallion
(Delaware sig)a(utcry Medalllclu:cFlne A, Consulting Services
| E— (Delaware corp.)"" LLe 12
- - ion Financing (Delaware LLC)™®
Medallion Funding MCCAB I-IV, VI-XV, Trust |
Chicago Corp. 0-V XVII-XXIV Corp. (Delaware statuto 1
(six Delaware (twenty-two lllinois trust® Y Medallion
corporations)® corporations)® Motorsports LLC

(Delaware LLC)
(majority-owned) ™

(1) An SBIC and a RIC which originates and services taxicab medallion and commercial loans.

(2) An SBIC which is our primary taxicab medallion lending company.

(3) An SBIC and a RIC which conducts a mezzanine financing business.

(4) Formed for the purpose of holding and managing equity investments in a racing team, an equipment manufacturing business,
and an airport and food retail business.

(5) Formed for the purpose of owning medallion loans originated by Medallion Funding.

(6) Formed for purpose of owning and leasing repossessed Chicago taxicab medallions.

(7) Formed for the purpose of issuing unsecured preferred securities to investors.

(8) A Utah industrial bank regulated by the FDIC and the Utah Department of Financial Institutions which originates taxicab
medallion, commercial, and consumer loans, raises deposits, and conducts other banking activities.

(9) Formed for the purpose of conducting loan servicing activities.

(10) Formed for the purpose of holding an equity investment in a professional lacrosse team.

(11) Formed for the purpose of engaging in art dealing.

(12) Formed for the purpose of engaging in general consulting services.

(13) Formed for the purpose of holding an equity investment in a racing team.

Our Market

We provide loans to individuals and small to mid-size businesses, both directly through our investment company subsidiaries

and also through Medallion Bank, in three primary markets:

* loans that finance taxicab medallions;
* loans that finance commercial businesses; and

* loans that finance consumer purchases of recreational vehicles, boats, motorcycles, and trailers, and to finance small scale
home improvements.

The following chart shows the components of our $1,380,054,000 managed net investment portfolio as of December 31, 2017.

(Dollars in thousands) On-Balance Sheet Off-Balance Sheet®” Total Managed Investments
Medallion 10ans ........cccoeevevvveeveeeeeeeenne. $ 208,279 $ 179,722  $ 388,001
Commercial 10ans.........cccccoveveeeveeeeiennen. 90,188 1,595 91,783
Consumer loans — 683,502 683,502
Investments in Medallion Bank and

other controlled subsidiaries ............... 302,147 (138,378) 163,769
Investment SECUTItIES .....ccuvvvvvevveeevirreeenns — 43,478 43,478
Equity investments...........cccceeeeeeeieneennene 9,521 — 9,521
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(Dollars in thousands) On-Balance Sheet Off-Balance Sheet” Total Managed Investments

Net investment portfolio........................ $ 610,135 $ 769,919 $ 1,380,054
(1) Off-balance sheet investments are those owned by our wholly-owned unconsolidated portfolio companies, primarily Medallion
Bank.
Medallion Loans

Taxi medallion loans of $208,279,000 comprised 34% of our $610,135,000 net investment portfolio as of December 31, 2017,
compared to $266,816,000 or 41% of our $652,278,000 net investment portfolio as of December 31, 2016. Managed taxi medallion
loans of $388,001,000 comprised 28% of our $1,380,054,000 managed net investment portfolio as of December 31, 2017, compared
to $528,643,000 or 35% of our $1,517,592,000 managed net investment portfolio as of December 31, 2016. Including loans to
unaffiliated investors, the total amount of medallion loans under our management was $414,350,000 as of December 31, 2017,
compared to $553,439,000 as of December 31, 2016. Since 1979, we and Medallion Bank have originated, on a combined basis,
approximately $3,630,000,000 in medallion loans in New York City, Chicago, Boston, Newark, Cambridge, and other cities within
the United States. In addition, our management has a long history of owning, managing, and financing taxicab fleets, taxicab
medallions, and corporate car services, dating back to 1956.

Medallion loans collateralized by New York City taxicab medallions and related assets comprised 73% and 69% of the value of
the medallion loan portfolio as of December 31, 2017 and 2016, and were 81% and 76% on a managed basis. Based on taxi medallion
values published by the New York City Taxi and Limousine Commission, or TLC, and our cash flow analysis, we estimate that the
total value of all of New York City taxicab medallions and related assets such as the vehicle, taximeter, and roof lights exceeded
$4.6 billion as of December 31, 2017. We estimate that the total value of all taxicab medallions and related assets in our major US
markets exceeded $5.7 billion as of December 31, 2017.

While medallion loans do become delinquent or in default, all of our medallion loans are secured by the medallion and enhanced
with personal guarantees of the shareholders and owners. When a borrower defaults on a loan, we have the ability to restructure the
underlying loan or repossess the medallion collateralizing that loan and sell it in the market or through a foreclosure auction and
pursue the personal guarantees. Given the current market conditions we have taken significant realized and unrealized losses against
non-performing loans to mitigate potential future losses.

The following table displays information on managed medallion loans outstanding (other than those managed for third party
investors) in each of our major markets at December 31, 2017. For a presentation of only the consolidated on-balance sheet medallion
loans, see the Consolidated Summary Schedule of Investments in the consolidated financial statements on page F-39.

% of Medallion Average Principal
(Dollars in thousands) # of Loans Loan Portfolio Interest Rate ® Balance
Managed medallion loans
NEW YOIK .ooveiiiiiiiieiiiiiiieiecnee e 659 81% 423% $ 366,266
CRICAZO ..ottt 158 8 4.69 35,833
NEWATK ..ttt 136 6 5.36 28,021
BOSION .o 61 4 4.52 18,887
CambBIIAEE ..ot 14 1 4.59 820
(1515, SRR 17 — 7.08 842
Total managed medallion loans..................c..cccoonee 1,045 100% 4.36 450,669
Deferred loan acquisition COSS ..........cccceeruerreerienienieieeeenne 55
Unrealized depreciation on 1oans ............cccceeeveeveeveereenreennen. (62,723)
Net managed medallion loans ...............c...occoooiiiiiiiniiiinene $ 388,001

(1) Based on principal balance outstanding at December 31, 2017.
(2) Based on the contractual rates of the portfolios at December 31, 2017.

The New York City Market. A New York City taxicab medallion is the only permitted license to operate a taxicab and accept
street hails in New York City, except as discussed below. As reported by the TLC, individual (owner-driver) medallions and corporate
medallions sold for a wide variety of prices during the year. Our analysis of transaction activity combined with cash flow analysis of
owners and operators supported our estimated value of $315,000, net of liquidation costs, as of December 31, 2017. The number of
taxicab medallions is limited by law to 13,630 medallions outstanding as of December 31, 2017. The New York State legislature
enacted a law on December 21, 2011 which was amended on February 17, 2012 to permit cars for hire to pick up street hails in the
boroughs outside Manhattan. Pursuant to the law, the TLC began issuing Street Hail Livery licenses in June 2013.
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A prospective medallion owner must qualify under the medallion ownership standards set and enforced by the TLC. These standards
prohibit individuals with criminal records from owning medallions, require that the funds used to purchase medallions be derived from
legitimate sources, and mandate that taxicab vehicles and meters meet TLC specifications. In addition, before the TLC will approve a
medallion transfer, the TLC requires a letter from the seller’s insurer stating that there are no outstanding claims for personal injuries in
excess of insurance coverage. After the transfer is approved, the owner’s taxicab is subject to quarterly TLC inspections.

Most New York City medallion transfers are handled through approximately 20 medallion brokers licensed by the TLC. In
addition to brokering medallions, these brokers also arrange for TLC documentation insurance, vehicles, meters, and financing. We
have excellent relations with many of the most active brokers, and regularly receive referrals from them. Brokers generated 5% of the
loans originated during 2017, and 26% for 2016. However, we receive most of our referrals from a small number of brokers.

The Chicago Market. We estimate that Chicago medallions sold for approximately $47,000, net, as of December 31, 2017.
Pursuant to a municipal ordinance, the number of outstanding medallions is capped at 6,995 as of December 31, 2017. We estimate
that the total value of all Chicago medallions and related assets is over $373,908,000 as of December 31, 2017.

The Boston Market. We estimate that Boston medallions sold for approximately $274,400, net, as of December 31, 2017. The
number of Boston medallions is capped at 1,825 as of December 31, 2017. We estimate that the total value of all Boston medallions
and related assets is over $522,242,000 as of December 31, 2017.

The Newark Market. We estimate that Newark medallions sold for approximately $196,000, net, as of December 31, 2017. The
number of Newark medallions has been limited to 600 since 1950 by local law. We estimate that the total value of all Newark
medallions and related assets is over $121,800,000 as of December 31, 2017.

The Cambridge Market. We estimate that Cambridge medallions sold for approximately $49,000, net, as of December 31, 2017.
The number of Cambridge medallions is 257 as of December 31, 2017. We estimate that the total value of all Cambridge medallions
and related assets is over $14,225,000 as of December 31, 2017.

Commercial Loans

Commercial loans finance either the purchase of the equipment and related assets necessary to open a new business or the
purchase or improvement of an existing business. From the inception of the commercial loan business in 1987 through December 31,
2017, we and Medallion Bank have originated more than $955,837,000 of commercial loans. Commercial loans of $90,188,000
comprised 15% of our $610,135,000 net investment portfolio as of December 31, 2017, compared to $83,634,000 or 13% of our
$652,278,000 net investment portfolio as of December 31, 2016. Managed commercial loans of $91,783,000 comprised 7% of our
$1,380,054,000 net investment portfolio as of December 31, 2017, compared to $86,200,000 or 6% of our $1,517,592,000 managed
net investment portfolio as of December 31, 2016. We have worked to increase our commercial loan activity in recent years, primarily
because of the attractive higher yielding nature of most of this business. The outstanding balances of managed commercial loans have
grown at a compound annual rate of 4% since 1996. The increase since 1996 has been primarily driven by internal growth through the
origination of additional commercial loans. We focus our marketing efforts on the manufacturing, professional, scientific, and
technical services and other services. The majority of our commercial borrowers are located in the New York metropolitan area and
the Midwest. We plan to continue expanding our commercial loan activities by developing a more diverse borrower base, a wider
geographic area of coverage, and by expanding targeted industries.

Commercial loans are generally secured by equipment, accounts receivable, real estate, or other assets, and have interest rates
averaging 735 basis points over the prevailing prime rate at year end, down from 901 basis points over prime at the end of 2016. As
with medallion loans, the vast majority of the principals of borrowers personally guarantee commercial loans. The aggregate realized
loss of principal on managed commercial loans has averaged less than 2.0% per annum for the last five years.



The following table displays information on managed commercial loans outstanding (other than those managed for third party
investors) in each of our major markets at December 31, 2017. For a presentation of only the consolidated on-balance sheet
commercial loans, see the Consolidated Summary Schedule of Investments in the consolidated financial statements on F-39.

% of
Commercial Average Principal

(Dollars in thousands) # of Loans Loan Portfolio " Interest Rate ® Balance
Managed commercial loans

Secured MEZZANINE .........c.oeeeeeeeeeeeeeeeeeeeenn, 33 96% 12.09% $ 88,334

Other secured commercial .......cccoeoveeiivinnnnen. 16 4 6.61 4,075
Total managed commercial loans.......................... 49 100% 11.85% 92,409

Deferred loan acquisition income.................... (110)

Unrealized depreciation on loans.................... (516)
Net managed commercial loans............................. $ 91,783

(1) Based on principal balance outstanding at December 31, 2017.
(2) Based on the contractual rates of the portfolios at December 31, 2017.

Secured Mezzanine Loans. Through our subsidiary Medallion Capital, we originate both senior and subordinated loans
nationwide to businesses in a variety of industries, including manufacturing and various service providers, more than 53% of which
are located in the Midwest and Northeast regions, with the rest scattered across the country. These mezzanine loans are primarily
secured by a second position on all assets of the businesses and generally range in amount from $1,000,000 to $5,000,000 at
origination, and represent approximately 96% of our managed commercial loan portfolio as of December 31, 2017, and were 87% as
of December 31, 2016. Frequently, we also receive warrants to purchase an equity interest in the borrowers of secured mezzanine
loans.

Other Secured Commercial Loans. We originate other commercial loans to a variety of businesses nationwide, including retail
trade and various service providers. These commercial loans are generally secured by all of the assets of the businesses and are
generally personally guaranteed by the principals. Frequently, we receive assignments of lease from our borrowers. The loans
generally range in size from under $100,000 to approximately $1,000,000. These loans represented approximately 4% of the managed
commercial loan portfolio as of December 31, 2017 and were 13% of as December 31, 2016. Historically, most of the portfolio has
consisted of fixed-rate loans.

Consumer Loans. Consumer loans are originated by Medallion Bank, a wholly-owned, unconsolidated portfolio company.
Consumer loans of $683,502,000 comprised 49% of our $1,380,054,000 managed net investment portfolio as of December 31, 2017,
compared to $700,685,000 or 46% of our $1,517,592,000 managed net investment portfolio as of December 31, 2016, and represent
our largest lending segment. The loans are collateralized by recreational vehicles, boats, trailers, and home improvements, located in
all 50 states. The portfolio is serviced by a large third party servicer. We believe that Medallion Bank’s consumer loan portfolio is of
acceptable credit quality given the high interest rates earned on the loans, which compensate for the higher degree of credit risk in the
portfolio.

Other. We also provide debt, mezzanine, and equity investment capital to companies in a variety of industries. These
investments may be venture capital style investments which may not be fully collateralized. This is a small, but growing portion of our
business.

Our Strategy

Our core philosophy has been “In niches there are riches.” We try to identify markets that are profitable and where we can be an
industry leader. Key elements of our strategy include:

Capitalize on our relationships with brokers and dealers. We are committed to establishing, building, and maintaining our
relationships with our brokers and dealers. Our marketing efforts are focused on building relationships with dealers in the consumer
market and contractors and suppliers in the home improvement sector. We believe that our relationships with dealers and brokers
provide us with, in addition to potential investment opportunities, other significant benefits, including an additional layer of due
diligence and additional monitoring capabilities. We have assembled a management team that has developed an extensive network of
dealer and broker relationships in our target markets over the last 50 years. We believe that our management team’s relationships with
these dealers and brokers have and will continue to provide us with significant investment opportunities. In 2017, 100% of our
consumer loans were generated by brokers and dealers, and there were few originations in the medallion or commercial lending space.



Employ disciplined underwriting policies and maintain rigorous portfolio monitoring. We have an extensive investment
underwriting and monitoring process. We conduct a thorough analysis of each potential investment and its prospects, competitive
position, financial performance, and industry dynamics. We stress the importance of credit and risk analysis in our underwriting
process. We believe that our continued adherence to this disciplined process will permit us to continue to generate a stable, diversified
and increasing revenue stream of current income from our debt investments to enable us to make distributions to our shareholders.

Leverage the skills of our experienced management team. Our management team is led by our Chief Executive Officer,
Mr. Alvin Murstein, and our President, Mr. Andrew M. Murstein. Alvin Murstein has over 60 years of experience in the ownership,
management, and financing of taxicab medallions and other commercial businesses, and Andrew M. Murstein is the third generation
in his family to participate in the business and has over 30 years of experience in the ownership, management, and financing of taxicab
medallions and other commercial businesses. The other members of our management team have broad investment backgrounds, with
prior experience at specialty finance companies, middle market commercial banks, and other financial services companies. We believe
that the experience and contacts of our management team will continue to allow us to effectively implement the key aspects of our
business strategy.

Perform Strategic Acquisitions. In addition to increasing market share in existing lending markets and identifying new niches,
we seek to acquire medallion financing businesses and related portfolios and specialty finance companies that make secured loans to
small businesses which have experienced historically low loan losses similar to our own. Since our initial public offering in May 1996,
eight specialty finance companies, five loan portfolios, and three taxicab rooftop advertising companies have been acquired.

Investment Activity

The following table sets forth the components of investment activity in the managed investment portfolio for the years indicated.

Year ended December 31,
(Dollars in thousands) 2017 2016 2015
Net investments at beginning of year .................c..cococo..... $ 1517592 $ 1,501,555 $ 1,310,685
Investments originated ) ..............cccooruevereiereeeeecee e, 475,465 738,238 492,127
Repayments of investments ............cooceeiierrieeinieieiinennn. (270,133) (655,071) (288,783)
Consumer loans sold to third parties.............cc.ccecevruevereveennnen, (221,447) (97,511) —
Net realized losses on investments @................cccccooevuevevrnnsne. (79,264) (34,888) (3,902)
Net increase in unrealized appreciation (depreciation) @ ....... 6,390 79,650 3,286
Transfers to other assets/liabilities, Net...........cccoevvvvveverenennnn, (44,968) (10,941) (8,553)
Amortization of origination COStS .............cevvrvrvrererererererrennnnn. (3,581) (3,440) (3,305)
Net increase (decrease) in iNVEStMENtS ........ccceveeereeriereeneennes, (137,538) 16,037 190,870
Net investments at end of year..................ccoooeevrierernnennnnns, $ 1,380,054 $ 1,517,592 $ 1,501,555

(1) Includes refinancings.

(2)  Excludes net realized losses of $7,736, $5,875 and $0 for the years ended December 31, 2017, 2016, and 2015 related to
investments other than securities and other assets.

(3) Excludes net unrealized depreciation of $2,076, $28,372, and $10,839 for the years ended December 31, 2017, 2016, and 2015
related to investments other than securities and other assets.

Investment Characteristics

Medallion Loans. Our medallion loan portfolio consists of mostly fixed-rate loans, collateralized by first security interests in
taxicab medallions and related assets (vehicles, meters, and the like). We estimate that the weighted average loan-to-value ratio of all
of the medallion loans was 131% as of December 31, 2017, compared to 129% as of December 31, 2016, reflecting the conservative
values we have placed on all medallion loans, including the vast majority which are performing as agreed. These ratios also do not
factor in the managed unrealized depreciation on these loans of $62,723,000 and $63,252,000 as of December 31, 2017 and 2016. In
addition, we have recourse against a vast majority of the owners of the taxicab medallions and related assets through personal
guarantees.

Medallion loans generally require equal monthly payments covering accrued interest and amortization of principal over a five to
twenty-five year schedule, subject to a balloon payment of all outstanding principal at maturity. Historically, we have originated loans
with one-to-five year maturities where interest rates are adjusted and a new maturity period set. In most cases, borrowers may prepay
medallion loans upon payment of a fee of approximately 1% to 2%.
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Historically, we generally retain the medallion loans we originate; however, from time to time, we participate or sell shares of
some loans or portfolios to interested third party financial institutions. In these cases, we retain the borrower relationships and service
the sold loans.

Mezzanine and Commercial Loans. We have typically originated mezzanine and commercial loans in principal amounts
generally ranging from under $1,000,000 to $5,000,000, and occasionally, have originated loans in excess of that amount. These loans
are generally retained and typically have maturities ranging from three to ten years and require monthly payments ranging from full
amortization over the loan term to fully deferred interest and principal at maturity, with multiple payment options in between.
Substantially all loans may be prepaid, and in the first five years, a fee will be owed to us. The term of, and interest rate charged on,
certain of our outstanding loans are subject to the regulations of the Small Business Administration, or the SBA. Under SBA
regulations, the maximum rate of interest permitted on loans originated by us is 19%, however, terms and interest rates are subject to
market competition for all loans. Unlike medallion loans, for which competition and market conditions precludes us from charging the
maximum rate of interest permitted under SBA regulations, we are able to charge the maximum rate on certain commercial loans.

Consumer Loans. Consumer loans generally require equal monthly payments covering accrued interest and amortization of
principal over a negotiated term, generally around ten years. Interest rates offered are fixed. Borrowers may prepay consumer loans
without any prepayment penalty. In general, Medallion Bank has established relationships with dealers and contractors in the industry,
who are the sources for most of the customers of Medallion Bank.

Marketing, Origination, and Loan Approval Process

We employ 38 personnel to originate, manage, service and collect on the medallion, commercial, and consumer loans. Each loan
application is individually reviewed through analysis of a number of factors, including loan-to-value ratios, a review of the borrower’s
credit history, public records, personal interviews, trade references, personal inspection of the premises, and approval from the TLC,
SBA, or other regulatory body, if applicable. Each medallion and commercial loan applicant is required to provide personal or
corporate tax returns, premises leases, and/or property deeds. Senior management establishes loan origination criteria. Loans that
conform to such criteria may be processed by a loan officer with the proper credit authority, and non-conforming loans must be
approved by the chief executive officer and/or the chief credit officer. Both medallion and commercial loans are sourced from brokers
with extensive networks of applicants, and commercial loans are also referred by contacts with banks, attorneys, and accounting firms.
Consumer loans are primarily sourced through relationships which have been established with recreational vehicle and boat dealers,
and home improvement contractors throughout our market area.

Sources of Funds

We have historically funded our lending operations primarily through credit facilities with bank syndicates and, to a lesser
degree, through equity or debt offerings or private placements, and fixed-rate, senior secured notes and long-term subordinated
debentures issued to or guaranteed by the SBA. Since the inception of Medallion Bank, substantially all of Medallion Bank’s funding
has been provided by FDIC insured brokered certificates of deposit. The determination of funding sources is established by our
management, based upon an analysis of the respective financial and other costs and burdens associated with funding sources. Our
funding strategy and interest rate risk management strategy is to have the proper structuring of debt to minimize both rate and maturity
risk, while maximizing returns with the lowest cost of funding over an intermediate period of time.



The table below summarizes our sources of available funds and amounts outstanding under credit facilities and their respective
end of period weighted average interest rates at December 31, 2017. See Note 4 to the consolidated financial statements for additional
information about each credit facility.

(Dollars in thousands) Total

Cash and cash equivalents ..................c.coeoveriiieriieniieneeeeeceeee $ 12,690
Bank 1oans ... 81,450
AVETage INLETESE TALC ....evveeieeeeiieieeeieeieeteeeeeieeeaeseae e esseeeesnnesneesseennes 3.94%
IMAEUTIEY .ottt ettt ettt est e st e e e s e besseeneeseeneeneeneenseneas 10/16-11/18
Preferred seCurities.................oooovvviiiiiiiiiiii e 33,000
AVErage INLEIESt TAE ......c.eeueeureieieientieere ettt 3.63%
IMALUTIEY .ottt s 9/37
Retail NOES ........ovvvviiiiiiieee e 33,625
AVErage INLEIESt TALC ......veveeiieieiieiierieeie e eee st e steeste b e eeeesraesaeeseense e, 9.00%
IMAALUTILY ..vevvevieieeie ettt ete et esaeesaeesbeesseesaesseesseenseessesssessaesseensenns 4/21
DZI0AN ..., 99,984
AVETage INLETESE TALC ....euveeeieeeeiieieeeie ettt eeeeae et e e e e eaesnnesneesseennns 3.02%
IMAALULILY ..vevvetieniieie ettt et ettt e ae et e enaeesaesse e aeensesnsesssesnaenseenseens 3/18
SBA debentures and other borrowings...............cocccoceniniininiinenn 85,064
Amounts UNAISHUISEA ........cccvvievuiiiiieeiieciiecieeeie e, 5,500
Amounts OULSLANAING .....c..eevereeeieieniinierinirceeeteee et 79,564
AVErage INEIEST TALE ...ecuevveeuieieeiieieteerteetere ettt 3.39%
IMAEUTTEY .ottt ettt ettt es et et et s aeebeebeeneeneeneenee e 2/20-3/27
Total debt outstanding ...............c..coocoiviiiiiiniineeeeee $ 327,623
Medallion Bank

Cash and cash equivalents ...........c.ccceeveeviieriieiiceeeeeeee e, $ 110,233
Deposits and other DOITOWINGS ........ccveerveirerieiriinieinieneenieneeereneenene, 906,748
AVErage INLEIESt TALC ......veivieiieieiieieierieeie et eereete et e teeeseeeseseaessaeseense e, 1.51%
IMAEUTIEY vttt sttt ettt bbb ettt 1/18-10/22
Total cash and cash equivalents, including Medallion Bank ............ $ 122,923
Total debt outstanding, including Medallion Bank ......................... $ 1,234,371

We fund our fixed-rate loans with variable-rate credit lines and bank debt, and with fixed-rate SBA debentures and other
borrowings. The mismatch between maturities and interest-rate sensitivities of these balance sheet items results in interest rate risk.
We seek to manage our exposure to increases in market rates of interest to an acceptable level by:

*  Originating adjustable rate loans;
*  Incurring fixed-rate debt; and
*  Purchasing interest rate caps to hedge a portion of variable-rate debt against increases in interest rates.

Nevertheless, we accept varying degrees of interest rate risk depending on market conditions. For additional discussion of our
funding sources and asset liability management strategy, see Asset/Liability Management on page 53.

Competition

Banks, credit unions, and finance companies, some of which are SBICs, compete with us in originating medallion, commercial,
and consumer loans. Many of these competitors have greater resources than we do and certain competitors are subject to less
restrictive regulations than us. As a result, we cannot assure you that we will be able to identify and complete the financing
transactions that will permit us to compete successfully.

Employees

As of December 31, 2017 we employed 138 persons, including 69 at our Medallion Bank subsidiary. We believe that relations
with all of our employees are good.
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MATERIAL US FEDERAL INCOME TAX CONSIDERATIONS
Taxation as a Corporation

For our tax years ended December 31, 2017 and 2016, we did not qualify for RIC status and as a result our status changed from
a RIC subject to Subchapter M of the Code to a corporation subject to taxation under Subchapter C of the Code. As a result of such
change for the taxable periods ended December 31, 2017 and 2016, we have been taxed as a corporation and must pay corporate-level
federal and state income taxes on our taxable income. Through December 31, 2015, we qualified and elected to be treated as a RIC
under Subchapter M of the Code. As a result of our status as a RIC in prior years, we generally were not subject to federal income tax
on the portion of our taxable income and capital gains we distributed to our shareholders, but we were also not permitted to carry
forward net operating losses from year to year. Because we were taxed as a corporation under Subchapter C of the Code for the tax
year ended December 31, 2016, we are able to carry forward any net operating losses historically incurred to succeeding years, which
we would not be permitted to do if we were subject to taxation as a RIC under Subchapter M of the Code. However, because we did
not qualify for RIC status for the tax years ended December 31, 2017 and 2016, distributions will generally be taxable to our
shareholders to the extent of our current and accumulated earnings and profits for U.S. federal tax purposes. Distributions in excess of
our current and accumulated earnings and profits would be treated first as a return of capital to the extent of a shareholder’s tax basis,
and any remaining distributions would be treated as a capital gain. Subject to certain limitations under the Code, corporate distributees
would be eligible for the dividends received deduction. Qualification as a RIC is made on an annual basis and, although we and some
of our subsidiaries have qualified in the past, we cannot assure you that we will qualify for such treatment in the future. If the
Company withdraws its election to be regulated as a BDC under the 1940 Act, the Company would remain ineligible to file as a RIC
under the Code and would be treated as a C corporation for tax purposes.

On December 22, 2017, the U.S. Government signed into law the “Tax Cuts and Jobs Act,” which makes significant changes to
the U.S. income tax rules applicable to both individuals and entities, including corporations. The Tax Cuts and Jobs Act includes
provisions that, among other things, reduce the U.S. corporate tax rate, introduce a capital investment deduction, limit the interest
deduction, limit the use of net operating losses to offset future taxable income and make extensive changes to the U.S. international
tax system. The Tax Cuts and Jobs Act is complex and far-reaching, and we cannot predict the impact its enactment will have on us,
our subsidiaries, our portfolio companies and our shareholders.

Taxation as a RIC

If and to the extent that the Company remains a BDC under the 1940 Act and we satisfy the requirements to be treated as a RIC
in a future taxable year, the following discussion is a general summary of the material U.S. federal income tax considerations that
would be applicable to us and to an investment in shares of our common stock in such tax year. This summary does not purport to be a
complete description of the income tax considerations applicable to such an investment in a year in which we satisfy the requirements
to be treated as a RIC. For example, we have not described tax consequences that we assume to be generally known by investors or
certain considerations that may be relevant to certain types of holders subject to special treatment under U.S. federal income tax laws,
including shareholders subject to the alternative minimum tax, tax-exempt organizations, insurance companies, dealers in securities,
pension plans and trusts, and financial institutions. This summary assumes that investors will hold our common stock in such a taxable
year as capital assets (within the meaning of the Code). The discussion is based upon the Code, Treasury regulations, and
administrative and judicial interpretations, each as of the date of this annual report and all of which are subject to change, possibly
retroactively, which could affect the continuing validity of this discussion. We have not sought and will not seek any ruling from the
Internal Revenue Service, or the IRS, regarding an investment in our common stock for a year in which we satisfy the requirements to
be treated as a RIC. This summary does not discuss any aspects of the Medicare Contribution tax, U.S. estate or gift tax, or foreign,
state, or local tax. It does not discuss the special treatment under US federal income tax laws that could result if we invested in tax-
exempt securities or certain other investment assets.

As used herein, a “US person” is a person that is for US federal income tax purposes:
e acitizen or individual resident of the United States;

*  acorporation, or other entity treated as a corporation for US federal income tax purposes, created or organized in or under
the laws of the US or any state thereof or the District of Columbia; or

* atrust or an estate, the income of which is subject to US federal income taxation regardless of its source.
A “US shareholder” is a beneficial owner of shares of our common stock that is a US person.

A “non-US shareholder” is a beneficial owner of shares of our common stock that is not a US shareholder and is not a
partnership for US federal income tax purposes.
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If a partnership (including an entity treated as a partnership for US federal income tax purposes) holds shares of our common
stock, the tax treatment of a partner in the partnership will generally depend upon the status of the partner and the activities of the
partnership. A prospective shareholder that is a partner of a partnership holding shares of our common stock should consult its tax
advisors with respect to the purchase, ownership, and disposition of shares of our common stock.

Tax matters are very complicated and the tax consequences to an investor of an investment in our shares will depend on the facts
of his, her, or its particular situation. We encourage investors to consult their own tax advisors regarding the specific consequences of
such an investment, including tax reporting requirements, the applicability of federal, state, local, and foreign tax laws, eligibility for
the benefits of any applicable tax treaty and the effect of any possible changes in the tax laws.

In the event we meet the requirements to be treated as a RIC in a taxable year, in such tax year we generally would not have to
pay corporate-level US federal income taxes on any ordinary income or capital gains that we distribute to our shareholders as
dividends for such taxable year. To qualify as a RIC in a taxable year, we must, among other things, meet certain source-of-income
and asset diversification requirements (as described below). In addition, to obtain RIC tax treatment in a taxable year we would be
required to distribute to our shareholders, for each such taxable year, at least 90% of our “investment company taxable income,”
which is generally our ordinary income plus the excess of realized net short-term capital gains over realized net long-term capital
losses. We refer to this distribution requirement as the Annual Distribution Requirement.

If we, in a taxable year:
* qualify as a RIC; and

»  satisfy the Annual Distribution Requirement;

then we would not be subject to US federal income tax for such tax year on the portion of our investment company taxable income and
net capital gain (i.e., net long-term capital gains in excess of net short-term capital losses) we distribute to shareholders. We will be
subject to US federal income tax at the regular corporate rates in such tax year on any income or capital gain not distributed (or
deemed distributed) to our shareholders.

As a RIC we would be subject to a 4% nondeductible US federal excise tax on certain undistributed income of RICs unless we
distribute in a timely manner an amount at least equal to the sum of (1) 98% of our ordinary income for each calendar year, (2) 98.2%
of our capital gain net income for the one-year period ending October 31 in that calendar year, and (3) any income realized, but not
distributed, in preceding years. We refer to this distribution requirement as the Excise Tax Avoidance Requirement.

In order to qualify as a RIC for US federal income tax purposes in a tax year, we must, among other things:
» qualify to be treated as a business development company under the 1940 Act at all times during each such taxable year;

» derive in each such taxable year at least 90% of our gross income from dividends, interest, payments with respect to
certain securities loans, gains from the sale of stock or other securities, or foreign currencies, or other income derived with
respect to our business of investing in such stock or securities or currencies, and net income derived from interests in
“qualified publicly traded partnerships” (i.e., partnerships that are traded on an established securities market or tradable on
a secondary market, other than partnerships that derive 90% of their income from interest, dividends, capital gains, and
other traditionally permitted mutual fund income described in this paragraph) or the 90% Income Test; and

+ diversify our holdings so that at the end of each quarter of each such taxable year:

» atleast 50% of the value of our assets consists of cash, cash equivalents, US Government securities, securities of
other RICs, and other securities if such other securities of any one issuer do not represent more than 5% of the
value of our assets or more than 10% of the outstanding voting securities of the issuer; and

*  no more than 25% of the value of our assets is invested in the securities, other than US Government securities or
securities of other RICs, of one issuer or of two or more issuers that are controlled, as determined under applicable
tax rules, by us and that are engaged in the same or similar or related trades or businesses or in the securities of
one or more qualified publicly traded partnerships. We refer to these two requirements as the Diversification Tests.

In such taxable year in which we meet the RIC qualification requirements, we may be required to recognize taxable income in
circumstances in which we do not receive cash. For example, if we hold debt obligations that are treated under applicable tax rules as
having original issue discount (such as debt instruments with payment-in-kind interest or, in certain cases, increasing interest rates or
issued with warrants), we must include in income in such taxable year a portion of the original issue discount that accrues over the life
of the obligation, regardless of whether cash representing such income is received by us in the same taxable year. Because any original
issue discount accrued will be included in our investment company taxable income for the year of accrual, we may be required to
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make a distribution to our shareholders in such taxable year in which we are treated as a RIC in order to satisfy the Annual
Distribution Requirement, even though we would not have received any corresponding cash amount.

In the taxable years we met the requirements to be treated as a RIC, we were authorized to borrow funds and to sell assets in
order to satisfy distribution requirements. However, under the 1940 Act, we were not permitted to make distributions to our
shareholders while our debt obligations and other senior securities were outstanding unless certain “asset coverage” tests were met.
See “Regulation—Senior Securities.” In any tax year that we qualify as a RIC, our ability to dispose of assets to meet the distribution
requirements in such year may be limited by (1) the illiquid nature of our portfolio and/or (2) other requirements relating to our status
as a RIC, including the Diversification Tests. If we were to dispose of assets in order to meet the Annual Distribution Requirement or
the Excise Tax Avoidance Requirement in such tax year, we may have to make such dispositions at times that, from an investment
standpoint, are not advantageous.

GOVERNMENT REGULATION
Regulation by the SBA

Medallion Funding, Medallion Capital, and Freshstart are each licensed by the SBA to operate as SBICs, under the Small
Business Investment Act of 1958, as amended, or the SBIA. The SBIA authorizes the organization of SBICs as vehicles for providing
equity capital, long term financing, and management assistance to small business concerns. Under the regulations promulgated by the
SBA a “small business concern” is defined as a business that is independently owned and operated, which does not dominate its field
of operation, and which (i) has a tangible net worth, together with any affiliates, of $19.5 million or less and average annual net
income after US federal income taxes for the preceding two fiscal years of $6.5 million or less (average annual net income is
computed without the benefit of any carryover loss), or (ii) satisfies alternative criteria under the Federal government’s North
American Classification System, or the NAICS, that assigns codes to the industry in which a small business is engaged and provides a
small business size standard based either on the number of persons employed by the business or its gross revenues. In addition, at the
end of each fiscal year, at least 25% of the total amount of loans made (after April 25, 1994) must be made in “smaller businesses”
that have a net worth of $6.0 million or less, and average net income after federal income taxes for the preceding two years of
$2.0 million or less. A business that meets the NAICS size standards also qualifies as a “smaller business” for purposes of meeting
SBA'’s size standard regulations.

Investments by SBICs must be in active, primarily domestic businesses. SBIC regulations preclude investment in the following
types of businesses: (1) financial companies whose principal business activity is as a relender or reinvestor (that is, directly or
indirectly, providing funds to others, purchasing debt obligations, factoring, or long term leasing of equipment with no provision for
maintenance or repair); (2) many kinds of real estate projects; (3) single purpose projects that are not continuing businesses;

(4) companies located outside the U. S. intending to use the proceeds of the investment outside of the U.S. or companies that are
located in the U.S. that have more than 50% of their employees located outside of the U.S.; (5) businesses that are passive and do not
carry on an active trade or business; (6) businesses that use 50% or more of the funds to buy goods or services from an associated
supplier; and (7) certain “sin businesses” such as gambling and the like. Nonetheless, the regulations provide an exception to (1) above
for an SBIC that provides Venture Capital Financing investments (represented by common or preferred stock, a limited partnership
interest or a similar partnership interest) to a Disadvantaged Business that is a relender or reinvestor), so long as, without SBA prior
approval, total outstanding financings do not exceed the SBICs regulatory capital at the end of its fiscal year.

Under current SBA regulations, the maximum rate of interest that Medallion Funding, Medallion Capital and Freshstart may
charge may not exceed the higher of (i) 19% or (ii) the sum of (a) the higher of (i) that company’s weighted average cost of qualified
borrowings, as determined under SBA regulations, or (ii) the current SBA debenture rate, plus (b) 11%, rounded to the next lower
eighth of one percent. As of December 31, 2017, the maximum rate of interest permitted on loans originated by Medallion Funding,
Medallion Capital, and Freshstart was 19%. As of December 31, 2017, our outstanding medallion loans had a weighted average rate of
interest 4.41% and our outstanding commercial loans had a weighted average rate of interest of 12.02%. Current SBA regulations also
require that each loan originated by an SBIC has a term between one and 20 years.

In addition, SBICs are subject to periodic examination by the SBA, for which the SBA charges examination fees. SBICs are
required to maintain certain minimum levels of capital and must maintain certain records and make them available for SBA
examination. SBICs also are required to prepare valuations of their portfolio investments in accordance with prescribed valuation
guidelines, to maintain certain minimum levels of capital, to file annual reports containing financial, management and other
information and to file notices of certain material changes in their ownership and operations. We are examined by the SBA annually
for compliance with applicable SBA regulations.

SBICs are precluded from making investments in a small business if it would give rise to a conflict of interest. Generally, a
conflict of interest may arise if an associate of the SBIC has or makes an investment in the small business the SBIC is financing or
serves as one of its officers or would otherwise benefit from the financing. A conflict of interest would also occur if an SBIC were to
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lend money to any of its officers, directors, and employees, or invest in any affiliates thereof. Joint investing with an associate (such as
another fund controlled by affiliates of the General Partner) may be made on identical terms or on terms that are fair to the SBIC. The
SBA also prohibits, without prior SBA approval, a “change of control” or transfers which would result in any person (or group of
persons acting in concert) owning 10% or more of any class of capital stock of an SBIC. A “change of control” is any event which
would result in the transfer of the power, direct or indirect, to direct the management and policies of an SBIC, whether through
ownership, contractual arrangements, or otherwise.

Under SBA regulations, without prior SBA approval, loans by licensees with outstanding SBA leverage to any single small
business concern may not exceed 30% of an SBIC’s regulatory capital, as defined in the SBIA.

SBICs must invest idle funds that are not being used to make loans in investments permitted under SBA regulations. These
permitted investments include direct obligations of, or obligations guaranteed as to principal and interest by, the government of the US
with a term of 15 months or less and deposits maturing in one year or less issued by an institution insured by the FDIC. These
permitted investments must be maintained in (i) direct obligations of, or obligations guaranteed as to principal and interest by, the US,
which mature within 15 months from the date of the investment; (ii) repurchase agreements with federally insured institutions with a
maturity of seven days or less if the securities underlying the repurchase agreements are direct obligations of, or obligations
guaranteed as to principal and interest by the US, and such securities must be maintained in a custodial account in a federally insured
institution; (iii) mutual funds, securities, or other instruments that exclusively consist of, or represent pooled assets of, investments
described in (i) or (ii) above; (iv) certificates of deposit with a maturity of one year or less, issued by a federally insured institution;
(v) a deposit account in a federally insured institution, subject to withdrawal restriction of one year or less; (vi) a checking account in a
federally insured institution; or (vii) a reasonable petty cash fund.

SBICs may purchase voting securities of small business concerns in accordance with SBA regulations. Although prior
regulations prohibited an SBIC from controlling a small business concern except in limited circumstances, regulations adopted by the
SBA on October 22, 2002 (pursuant to Public Law 106-554) allow an SBIC to exercise control over a small business for a period of
seven years from the date on which the SBIC initially acquires its control position. This control period may be extended for an
additional period of time with the SBA’s prior written approval.

If an SBIC defaults in its payment obligations to SBA under its outstanding debentures, fails to comply with any terms of its
securities, or violates any law or regulation applicable to it, the SBA has the right to accelerate the maturity of all amounts due under
its debentures. Additionally, the SBA can bring suit for the appointment of a receiver for the SBIC and for its liquidation in the event a
default on payment of a SBIC’s debentures or for serious regulatory violations.

Regulation of Medallion Bank as an Industrial Bank

In May 2002, we formed Medallion Bank, which received approval from the FDIC for federal deposit insurance in October
2003. Medallion Bank, a Utah-chartered industrial bank, is a depository institution subject to regulatory oversight and examination for
safety and soundness by both the FDIC and the Utah Department of Financial Institutions. Medallion Bank is examined annually by
the FDIC and the Utah Department of Financial Institutions. Numerous other federal and state laws and regulations govern almost all
aspects of Medallion Bank’s operations and, to some degree, our operations and those of our non-bank subsidiaries as institution-
affiliated parties. Under its banking charter, Medallion Bank is empowered to make consumer and commercial loans, and may accept
all FDIC-insured deposits other than demand deposits (checking accounts). Medallion Bank provides stable and low-cost bank deposit
funding for our key lending business activities conducted through Medallion Bank.

In addition, the FDIC has regulatory authority to prohibit Medallion Bank from engaging in any unsafe or unsound practice in
conducting its business.

Medallion Bank is subject to risk-based and leverage capital standards issued by the federal banking regulators. These standards
are designed to make regulatory capital requirements more sensitive to differences in risk profiles among banking organizations, to
account for off-balance sheet exposure, to minimize disincentives for holding liquid assets, and to achieve greater consistency in
evaluating the capital adequacy of major banks throughout the world. Under the risk-based capital standards, assets and off-balance
sheet items are assigned to broad risk categories, each with designated weights, and the resulting capital ratios represent capital as a
percentage of total risk-weighted assets and off-balance sheet items.

In July 2013, the Federal Reserve, the FDIC, and the Office of the Comptroller of the Currency adopted the U.S. Basel III
capital rules, which implement many aspects of the Basel Committee on Banking Supervision’s Basel III capital framework and are
aimed at increasing both the quantity and quality of regulatory capital. The requirements in the U.S. Basel III capital rules began to
phase in on January 1, 2015, for many covered banking organizations, including Medallion Bank. Most requirements in the U.S. Basel
III capital rules will be fully phased in by January 1, 2019. Because Medallion Bank was already subject to a capital maintenance
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agreement with the FDIC that required it to hold capital in excess of the then applicable capital requirements, we do not believe that
the U.S. Basel III capital rules will have a material impact on Medallion Bank’s business.

Under the U.S. Basel III capital rules, Medallion Bank is subject to the following minimum capital ratios:
* anew Common Equity Tier 1 risk-based capital ratio of 4.5%;
» aTier 1 risk-based capital ratio of 6%);
* a Total risk-based capital ratio of 8%; and

* aTier 1 leverage ratio of 4%.

In addition, Medallion Bank is subject to a Common Equity Tier 1 capital conservation buffer on top of the minimum risk-based
capital ratios. The implementation of the capital conservation buffer began on January 1, 2016 at the 0.625% level and will increase by
0.625% each subsequent January 1 until January 1, 2019. Including the buffer, by January 1, 2019, Medallion Bank will be required to
maintain the following minimum capital ratios: a Common Equity Tier 1 risk-based capital ratio of greater than 7.0%, a Tier 1 risk-
based capital ratio of greater than 8.5% and a total risk-based capital ratio of greater than 10.5%. The new and highest form of capital,
Common Equity Tier 1 capital, consists solely of common stock (plus related surplus), retained earnings, accumulated other
comprehensive income, and limited amounts of qualifying minority interests that are in the form of common stock.

The U.S. Basel III capital rules retain or modify certain deductions from and adjustments to regulatory capital and also provide
for new ones. In addition, the U.S. Basel III capital rules provide for limited recognition in Common Equity Tier 1 capital, and
deduction from Common Equity Tier 1 capital above certain thresholds, of three categories of assets: (i) deferred tax assets arising
from temporary differences that cannot be realized through net operating loss carrybacks (net of related valuation allowances and of
deferred tax liabilities), (ii) mortgage servicing assets (net of associated deferred tax liabilities) and (iii) investments in more than 10%
of the issued and outstanding common stock of unconsolidated financial institutions (net of associated deferred tax liabilities).

For purposes of calculating the denominator of the three risk-based capital ratios, the assets of covered banking organizations
are given risk weights that, under the U.S. Basel 111 capital rules, range from 0% to 1,250%, depending on the nature of the asset.
Direct obligations of the U.S. Treasury or obligations unconditionally guaranteed by the U.S. government have a 0% risk weight,
while general obligation claims on states or other political subdivisions of the United States are assigned a 20% risk weight, except for
municipal or state revenue bonds, which have a 50% risk weight. Most first-lien residential mortgage exposures that are prudently
underwritten and performing according to their original terms carry a 50% risk weight, with a 100% risk weight for other residential
mortgage exposures. In addition, certain off-balance sheet items are assigned credit conversion factors to convert them to asset
equivalent amounts to which an appropriate risk weight is applied. For example, the unused portion of unconditionally cancellable
commitments is assigned a 0% conversion factor, while self-liquidating, transaction-related contingent items with an original maturity
of one year or less and the amount of a commitment with an initial maturity of one year or less that is not unconditionally cancellable
by the covered banking organization are converted at 20%. Transaction-related contingencies such as bid bonds and standby letters of
credit backing nonfinancial obligations, as well as the amount of a commitment with an original maturity of more than one year that is
not unconditionally cancellable, have a 50% conversion factor. General guarantees and standby letters of credit backing financial
obligations are given a 100% conversion factor.

In addition, pursuant to provisions of the FDIC Improvement Act of 1991, or FDICIA, and related regulations with respect to
prompt corrective action, FDIC-insured institutions such as Medallion Bank may only accept brokered deposits without FDIC
permission if they meet specified capital standards, and are subject to restrictions with respect to the interest they may pay on deposits
unless they are well capitalized. The U.S. Basel III capital rules revised the capital threshold to be well capitalized. Effective
January 1, 2015, in order to qualify as well capitalized, an insured depository institution must maintain a Common Equity Tier 1 risk-
based capital ratio of at least 6.5%, a Tier 1 risk-based capital ratio of at least 8.0%, a total risk-based capital ratio of at least 10.0%,
and a Tier 1 leverage ratio of at least 5.0%, and the bank must not be under any order or directive from the appropriate regulatory
agency to meet and maintain a specific capital level.

Pursuant to a capital maintenance agreement with the FDIC, we and Medallion Bank have agreed that the capital levels of
Medallion Bank will at all times meet or exceed the levels required for Medallion Bank to be considered well-capitalized under the
FDIC rules and regulations, that Medallion Bank’s Tier 1 capital to total assets leverage ratio will be maintained at not less than 15%,
and that Medallion Bank will maintain an adequate allowance for loan and lease losses.

Medallion Bank is also subject to certain federal laws that restrict and control its ability to extend credit and provide or receive
services between affiliates. Sections 23A and 23B of the Federal Reserve Act and Regulation W promulgated thereunder limit the transfer
of funds by a depository institution to certain of its affiliates, including us, in the form of loans, extensions of credit, investments, or
purchases of assets. Sections 23A and 23B and Regulation W also require generally that the depository institution’s transactions with its
affiliates be on terms no less favorable to Medallion Bank than comparable transactions with unrelated third parties.
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The USA Patriot Act and the International Money Laundering Abatement and Anti-Terrorist Financing Act of 2001, or the
Patriot Act, was enacted on October 26, 2001, and is intended to detect and prosecute terrorism and international money laundering.
The Patriot Act establishes new standards for verifying customer identification incidental to the opening of new accounts. Medallion
Bank has undertaken appropriate measures to comply with the Patriot Act and associated regulations. Other provisions of the Patriot
Act provide for special information sharing procedures governing communications with the government and other financial
institutions with respect to suspected terrorists and money laundering activity, and enhancements to suspicious activity reporting,
including electronic filing of suspicious activity reports over a secure filing network. The compliance programs required by the Patriot
Act are intended to supplement pre-existing compliance requirements that apply to financial institutions under the Bank Secrecy Act
and the Office of Foreign Assets Control, or OFAC, regulations to which Medallion Bank is also subject. The Bank Secrecy Act
requires all financial institutions, including banks, to, among other things, establish a risk-based system of internal controls reasonably
designed to prevent money laundering and the financing of terrorism. The Bank Secrecy Act includes a variety of record-keeping and
reporting requirements (such as cash and suspicious activity reporting), as well as due diligence/know-your-customer documentation
requirements. Medallion Bank has in place policies, procedures and internal controls in order to comply with Bank Secrecy Act and
OFAC laws and regulations. Bank regulators routinely examine institutions for compliance with these obligations and are required to
consider compliance in connection with the regulatory review of applications.

Federal and state banking agencies require Medallion Bank to prepare annual reports on financial condition and to conduct an
annual audit of financial affairs in compliance with minimum standards and procedures. Medallion Bank must undergo regular on-site
examinations by the appropriate banking agency, which will examine for adherence to a range of legal and regulatory compliance
responsibilities. A bank regulator conducting an examination has complete access to the books and records of the examined institution.
The results of the examination are confidential. The cost of examinations may be assessed against the examined institution as the
agency deems necessary or appropriate.

Regulation by the SEC and under the 1940 Act

We are a closed-end, management investment company that has elected to be treated as a business development company
(BDC) under the 1940 Act. We conduct our business through various wholly-owned investment company subsidiaries including
Medallion Funding LLC, a closed end investment company, Medallion Capital, Inc., a BDC, and Freshstart Venture Capital Corp., a
BDC. Pursuant to various exemptive orders, we operate and are regulated as a single BDC. The 1940 Act contains prohibitions and
restrictions relating to transactions between BDCs and their affiliates (including any investment advisers or sub-advisers), principal
underwriters and affiliates of those affiliates or underwriters, and requires that a majority of the directors be persons other than
“interested persons,” as that term is defined in the 1940 Act. In addition, the 1940 Act provides that we may not change the nature of
our business so as to cease to be, or to withdraw our election as, a BDC unless approved by a majority of our outstanding voting
securities voting as a class.

On March 7, 2018, a majority of the Company’s shareholders authorized the Company’s Board of Directors to withdraw the
Company’s election to be regulated as a BDC under the 1940 Act and our Board of Directors approved the filing of the Company’s
withdrawal form with the SEC to be made on or about April 1, 2018. At that point, we would no longer be a BDC or be subject to the
provisions of the 1940 Act applicable to BDCs. For a discussion of the shareholder protections of the 1940 Act that would no longer
apply if the Company ceases to operate as a BDC, see “Risk Factors — Risks Relating to Our Business and Structure — Our
shareholders would no longer have the protections of the 1940 Act upon the withdrawal of the Company’s election to be regulated as a
BDC.”

The remainder of the discussion in this subsection currently applies to our operations as a BDC and would continue to apply in
the future only if the Company remains a BDC under the 1940 Act.

We may invest up to 100% of our assets in securities acquired directly from issuers in privately negotiated transactions. With
respect to such securities, we may, for the purpose of public resale, be deemed an “underwriter” as that term is defined in the
Securities Act of 1933. Similarly, in connection with an acquisition, we may acquire rights to require the issuers of acquired securities
or their affiliates to repurchase them under certain circumstances. We also do not intend to acquire securities issued by any investment
company that exceed the limits imposed by the 1940 Act. Under these limits, we generally cannot acquire more than 3% of the voting
stock of any registered investment company, invest more than 5% of the value of our total assets in the securities of one investment
company or invest more than 10% of the value of our total assets in the securities of more than one investment company. Certain of
these limits are not applicable to our investments in our wholly-owned SBIC subsidiaries. With regard to that portion of our portfolio
invested in securities issued by investment companies, it should be noted that such investments might subject our stockholders to
additional expenses. None of our policies are fundamental, and each may be changed without stockholder approval.
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Qualifying Assets

Under the 1940 Act, a BDC may not acquire any asset other than assets of the type listed in Section 55(a) of the 1940 Act,
which are referred to as qualifying assets, unless, at the time the acquisition is made, qualifying assets represent at least 70% of the
company’s total assets. The principal categories of qualifying assets relevant to our business are the following:

(1)  Securities purchased in transactions not involving any public offering from the issuer of such securities, which issuer
(subject to certain limited exceptions) is an eligible portfolio company, or from any person who is, or has been during the
preceding 13 months, an affiliated person of an eligible portfolio company, or from any other person, subject to such rules
as may be prescribed by the SEC. An eligible portfolio company is generally defined in the 1940 Act as any issuer which:

(a) is organized under the laws of, and has its principal place of business in, any state in the US;

(b) isnot an investment company (other than a small business investment company wholly owned by the BDC) or a
company that would be an investment company but for certain exclusions under the 1940 Act; and

(c) satisfies any of the following:

+ does not have any class of securities listed on a national securities exchange, or has a class of securities
listed on a national securities exchange, but has an aggregate market value of outstanding voting and non-
voting common equity of less than $250 million;

* is controlled by a BDC or a group of companies including a BDC, and the BDC in fact exercises a
controlling influence on the management or policies of such eligible portfolio company and, as a result of
such control, has an affiliated person who is a director of the eligible portfolio company; or

* is a company having total assets of not more than $4 million and capital and surplus of not less than
$2 million.

(2)  Securities of any eligible portfolio company which we control.

(3) Securities purchased in transactions not involving any public offering from a US issuer that is not an investment company
or from an affiliated person of the issuer, or in transactions incident thereto, if the issuer is in bankruptcy and subject to
reorganization or if the issuer, immediately prior to the purchase of its securities was unable to meet its obligations as they
came due without material assistance other than conventional lending or financing arrangements.

(4) Securities of an eligible portfolio company purchased from any person in a private transaction if there is no ready market
for such securities and we already own at least 60% of the outstanding equity of the eligible portfolio company.

(5) Securities received in exchange for or distributed on or with respect to securities described in (1) through (4) above, or
pursuant to the exercise of warrants or rights relating to such securities.

(6) Cash, cash equivalents, US Government securities or high-quality debt securities maturing in one year or less from the
time of investment.

(7)  Subject to certain conditions, securities issued by a company that met the definition of eligible portfolio company at the
time of our initial investment but subsequently does not meet the definition because the company no longer meets the
definition set forth above.

Managerial Assistance to Portfolio Companies

In addition, a BDC must have been organized and have its principal place of business in the US and must be operated for the
purpose of making investments in the types of securities described in (1), (2), or (3) above. However, in order to count portfolio
securities as qualifying assets for the purpose of the 70% test, the BDC must either control the issuer of the securities or must offer to
make available to the issuer of the securities (other than certain companies described above) significant managerial assistance; except
that, where the BDC purchases such securities in conjunction with one or more other persons acting together, one of the other persons
in the group may make available such managerial assistance. Making available managerial assistance means, among other things, any
arrangement whereby the BDC, through its directors, officers, or employees, offers to provide, and, if accepted, does so provide,
significant guidance and counsel concerning the management, operations, or business objectives and policies of a portfolio company.

Temporary Investments

Pending investment in other types of “qualifying assets,” as described above, our investments may consist of cash equivalents,
US government securities, or high-quality debt securities maturing in one year or less from the time of investment, which we refer to,
collectively, as temporary investments, so that 70% of our assets are qualifying assets. Typically, we will invest in US Treasury bills
or in repurchase agreements, provided that such agreements are fully collateralized by cash or securities issued by the US government
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or its agencies. A repurchase agreement involves the purchase by an investor, such as us, of a specified security and the simultaneous
agreement by the seller to repurchase it at an agreed-upon future date and at a price which is greater than the purchase price by an
amount that reflects an agreed-upon interest rate. There is no percentage restriction on the proportion of our assets that may be
invested in such repurchase agreements.

Senior Securities

We are permitted, under specified conditions, to issue multiple classes of indebtedness and one class of stock senior to our
common stock if our asset coverage, as defined in the 1940 Act, is at least equal to 200% immediately after each such issuance. In
addition, while any senior securities remain outstanding, we must make provisions to prohibit any distribution to our shareholders or
the repurchase of such securities or shares unless we meet the applicable asset coverage ratios at the time of the distribution or
repurchase. We may also borrow amounts up to 5% of the value of our total assets for temporary purposes without regard to full asset
coverage requirements. In addition to the 1940 Act, we are subject to two exemptive orders which govern how we calculate our senior
securities and under which we have agreed that we will meet the applicable asset coverage ratios both individually and on a
consolidated basis. For a discussion of the risks associated with leverage, see ‘“Risk Factors—Risks Relating to Our Operations as a
BDC—Regulations governing our operation as a BDC will affect our ability to, and the way in which we raise additional capital.”

Other considerations under the 1940 Act

We may also be prohibited under the 1940 Act from knowingly participating in certain transactions with our affiliates without
the prior approval of our Board of Directors who are not interested persons and, in some cases, prior approval by the SEC.

We are periodically examined by the SEC for compliance with the 1940 Act.

We are required to provide and maintain a bond issued by a reputable fidelity insurance company to protect us against larceny
and embezzlement. Furthermore, as a BDC, we are prohibited from protecting any director or officer against any liability to us or our
shareholders arising from willful misfeasance, bad faith, gross negligence, or reckless disregard of the duties involved in the conduct
of such person’s office.

We have adopted and implemented written policies and procedures reasonably designed to prevent violation of the federal
securities laws, and intend to review these policies and procedures annually for their adequacy and the effectiveness of their
implementation. We have designated a chief compliance officer to be responsible for administering our policies and procedures. If the
Company withdraws its election to be regulated as a BDC under the 1940 Act, we anticipate modifying these policies and procedures
to reflect our status as a non-BDC.

Other

Because Medallion Bank is an “insured depository institution” within the meaning of the Federal Deposit Insurance Act and the
Change in Bank Control Act and we are a “financial institution holding company” within the meaning of the Utah Financial
Institutions Act, federal and Utah law and regulations prohibit any person or company from acquiring control of us and, indirectly,
Medallion Bank, without, in most cases, prior written approval of the FDIC or the Commissioner of Utah Department of Financial
Institutions, as applicable. Under the Change in Bank Control Act, control is conclusively presumed if, among other things, a person
or company acquires 25% or more of any class of our voting stock. A rebuttable presumption of control arises if a person or company
acquires 10% or more of any class of voting stock and is subject to a number of specified “control factors” as set forth in the
applicable regulations. Although Medallion Bank is an “insured depository institution” within the meaning of the Federal
Deposit Insurance Act and the Change in Bank Control Act, your investment in Medallion Financial Corp. is not insured or
guaranteed by the FDIC, or any other agency, and is subject to loss. Under the Utah Financial Institutions Act, control is defined
as the power to vote 20% or more of any class of our voting securities by an individual or to vote more than 10% of any class of our
voting securities by a person other than an individual. Investors are responsible for ensuring that they do not, directly or indirectly,
acquire shares of our common stock in excess of the amount which can be acquired without regulatory approval.

In addition to the regulations detailed above, our operations are subject to supervision and regulation by other federal, state, and
local laws and regulations. Additionally, our operations may be subject to various laws and judicial and administrative decisions. This
oversight may serve to:

+ regulate credit granting activities, including establishing licensing requirements, if any, in various jurisdictions;
»  establish maximum interest rates, finance charges and other charges;
*  require disclosures to customers;

»  govern secured transactions;
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+  set collection, foreclosure, repossession and claims handling procedures and other trade practices;
*  prohibit discrimination in the extension of credit and administration of loans; and

» regulate the use and reporting of information related to a borrower’s credit experience and other data collection.

Changes to laws of states in which we do business could affect the operating environment in substantial and unpredictable ways.
We cannot accurately predict whether such changes will occur or, if they occur, the ultimate effect they would have upon our financial
condition or results of operations.

Compliance with the Sarbanes-Oxley Act of 2002 and NASDAQ Corporate Governance Regulations

The Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, imposes a wide variety of regulatory requirements on publicly-
held companies and their insiders. Many of these requirements affect us. The Sarbanes-Oxley Act has required us to review our
policies and procedures to determine whether we comply with the Sarbanes-Oxley Act and the regulations promulgated thereunder.
We will continue to monitor our compliance with all future regulations that are adopted under the Sarbanes-Oxley Act and will take
actions necessary to ensure that we are in compliance therewith.

In addition, NASDAQ has adopted corporate governance listing standards. We believe we are in compliance with such
corporate governance listing standards. We will continue to monitor our compliance with all future listing standards and will take
actions necessary to ensure that we are in compliance therewith.

AVAILABLE INFORMATION

Our corporate website is located at www.medallion.com. We make copies of our Annual Reports on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8-K, and any amendments to those reports filed with or furnished to the SEC
pursuant to Section 13(a) or 15(d) of the Exchange Act available to investors on or through our website free of charge as soon as
reasonably practicable after we electronically file them with or furnish them to the SEC. Our SEC filings can be found in the For
Investors section of our website, the address of which is http://www.medallion.com/investors.html. Our Code of Ethical Conduct and
Insider Trading Policy can be located in the Corporate Governance section of our website at
http://www.medallion.com/investors_corporate governance.html. These documents, as well as our SEC filings are available in print
free of charge to any stockholder who requests a copy from our Secretary.

ITEM 1A. RISK FACTORS
Risks Relating to Our Business and Structure

Changes in the taxicab and for-hire vehicle industries have resulted in increased competition and have had a material
adverse effect on our business, financial condition, and operations.

There have been recent changes in the taxicab and for-hire vehicle industries that have resulted in increased competition in all of
our taxi medallion markets. Ridesharing applications, or ridesharing apps, utilized by for-hire vehicles were introduced in New York
City in 2011 and continue to expand domestically and globally. Many of these for-hire vehicle operators operate outside of the
regulatory regime with which we and our borrowers operate, which poses an increased risk of competition because such operators are
able to pass the cost savings of not having to comply with certain regulations to its passengers. According to the TLC, between
January 2017 and January 2018 approximately 16,000 new for-hire vehicle licenses were issued, increasing the total number of for-
hire vehicles to approximately 105,100 as of January 31, 2018, an 18% increase from January 2017.

In addition, the New York State legislature enacted a law on December 21, 2011, which was amended on February 17, 2012, to
permit cars for-hire to pickup street hails in boroughs outside of Manhattan. Pursuant to this law the TLC has issued approximately
8,300 Street Hail Livery licenses since June 2013, of which approximately 3,800 are active.

TLC annualized data through December 2017 has shown a 13.9% reduction in total New York City taxicab fares, compared to
the same period in 2016, and a 13.5% reduction in the total number of New York City taxicab trips. Such reductions in fare totals and
taxicab trips are likely the result of a combination of ridesharing apps, Street Hail Livery licenses, and other forms of public
transportation.

As of December 31, 2017, 15.9% of our managed medallion loan portfolio and 26.1% of our on-balance sheet loan portfolios

were 90 days or more past due, compared to 18.8% and 24.4% at December 31, 2016. As discussed in further detail below, there have
also been recent decreases in the values of our medallion loan collateral and our Chicago medallions purchased out of foreclosure.
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Increased competition from ridesharing apps and Street Hail Livery licenses has reduced our market share, the overall market for
taxicab services, the supply of taxicab drivers, income from operating medallions, and the value of taxicab medallions. If these trends
continue and intensify, there would be a further material increase to our loan to value ratios, loan delinquencies, and loan defaults
resulting in a material adverse effect on our business, financial condition, and results of operations.

Decreases in the value of our medallion loan collateral and our Chicago medallions purchased out of foreclosure have
had a material adverse effect on our business.

A significant portion of our loan revenue is derived from loans collateralized by New York City taxicab medallions. According
to TLC data, over the past 20 years New York City taxicab medallions had appreciated in value from under $200,000 to $1,320,000
for corporate medallions and $1,050,000 for individual medallions in 2014. As reported by the TLC, individual (owner-driver)
medallions and corporate medallions sold for a wide range of prices during 2017. Like many other financial institutions, we evaluate
the transactions and cash flows underlying borrower performance and determined that a market value of $324,000, $315,000 net of
liquidation costs, was appropriate, reflecting a blend of transactional activity and values supported by borrower cash flows. In March
2017, the New York City Council made changes to the medallion classes, eliminating the distinction between individual and corporate
medallions. Until the market fully stabilizes we will not be able to determine the ultimate impact of this change, however, we believe
it will allow for greater economic investment as these rules were a significant barrier of entry into the industry.

We own 159 Chicago taxicab medallions that were purchased out of foreclosure in 2003. Additionally, a portion of our loan
revenue is derived from loans collateralized by Chicago taxicab medallions. The Chicago medallions had appreciated in value from
$50,000 in 2003 to approximately $370,000 in 2013. Since that time, however, there has been a decline in the value of Chicago
taxicab medallions to approximately $48,000, $47,000 net of liquidation costs, at the end of 2017.

Decreases in the value of our medallion loan collateral has resulted in an increase in the loan-to-value ratios of our medallion
loans. We estimate that the weighted average loan-to-value ratio of our managed medallion loans was approximately 131% as of
December 31, 2017 and 129% as of December 31, 2016. If taxicab medallion values continue to decline, there could be an increase in
medallion loan delinquencies, foreclosures, and borrower bankruptcies. Our ability to recover on defaulted medallion loans by
foreclosing on and selling the medallion collateral would be diminished, which would result in material losses on defaulted medallion
loans which would have a material adverse effect on our business. A substantial decrease in the value of our Chicago medallions
purchased out of foreclosure would adversely affect our ability to dispose of such medallions at times when it may be advantageous
for us to do so. If we are required to liquidate all or a portion of our medallions quickly, we would realize less than the value at which
we had previously recorded such medallions.

We borrow money, which magnifies the potential for gain or loss on amounts invested, and may increase the risk of
investing in us.

Borrowings, also known as leverage, magnify the potential for gain or loss on amounts invested, and therefore increase the risk
associated with investing in us. We borrow from and issue senior debt securities to banks and other lenders, and through long-term
subordinated SBA debentures. These creditors have fixed dollar claims on our assets that are superior to the claims of our
shareholders. If the value of our assets increases, then leveraging would cause the net asset value to increase more sharply than it
would have had we not leveraged. Conversely, if the value of our assets decreases, leveraging would cause net asset value to decline
more sharply than it otherwise would have had we not leveraged. Similarly, any increase in our income in excess of interest payable
on the borrowed funds would cause our net income to increase more than it would without the leverage, while any decrease in our
income would cause net income to decline more sharply than it would have had we not borrowed. Such a decline could reduce the
amount available for distribution payments.

As of December 31, 2017, we had $327,623,000 of outstanding indebtedness, which had a weighted average borrowing cost of
4.01% at December 31, 2017, and our wholly-owned unconsolidated portfolio companies, primarily Medallion Bank, had
$906,748,000 of outstanding indebtedness at a weighted average borrowing cost of 1.51%.

Most of our borrowing relationships have maturity dates during 2018. We have been in active and ongoing discussions with
each of these lenders and have extended each of the facilities as they matured except as set forth in the following risk factor. Certain
lenders have worked with us to extend and change the terms of the borrowing agreements. See Note 4 for a discussion of the current
and new lending arrangements to date.
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Failure to obtain an extension of our existing credit facilities or failure to obtain additional revolving credit facilities
could have a material adverse effect on our results of operations and financial position.

We utilize secured revolving credit facilities and other facilities to fund our investments. We cannot guarantee that our credit
facilities will continue to be available beyond their current maturity dates on reasonable terms or at all or that we will be able to
otherwise obtain funds by selling assets or raising equity to make required payments on maturing indebtedness. Our revolving credit
facilities have converted to term loans. Obtaining additional revolving credit facilities or other alternative sources of financing may be
difficult and we cannot guarantee that we will be able to do so on terms favorable to us or at all. The availability of revolving credit
facilities depends, in part, on factors outside of our control, including regulatory capital treatment for unfunded bank lines of credit,
the financial strength and strategic objectives of the banks that participate in our credit facilities and the availability of bank liquidity
in general. If the credit facilities are not renewed or extended by our lenders by their maturity dates, we will not be able to make
further borrowings under the facilities after they mature and the outstanding principal balances under such facilities will be due and
payable at maturity. If we are unable to refinance our indebtedness at maturity or meet our payment obligations, our financial
condition would be adversely affected and our lenders may foreclose on the property securing such indebtedness. If we are unable to
extend or replace these facilities or arrange new credit facilities or other types of interim financing, we may need to curtail or suspend
loan origination and funding activities which could have a material adverse effect on our results of operations and financial position.

We and our subsidiaries obtain financing under lending facilities extended by various banks and other financial institutions,
some of which are secured by loans, taxi medallions and other assets. Where these facilities are extended to our subsidiaries, we and
others of our subsidiaries may guarantee the obligations of the relevant borrower. Five of our smallest subsidiaries are borrowers
under promissory notes extended to them by a bank that total $8.8 million that came due on October 17, 2016. These loans are secured
by Chicago taxi medallions owned by our subsidiaries. These notes are guaranteed by Medallion Funding, not by Medallion Financial
Corp. These subsidiaries have not repaid the amounts due under the notes and the bank has filed a suit seeking payment of these
amounts. This failure to pay would constitute an event of default under certain loan agreements which we or our subsidiaries are
borrowers, but the lenders under those agreements have waived the default. If judgment is entered against us in the suit brought by the
bank or entered and not satisfied within specified periods of time, these outcomes may constitute an additional event of default under
these other agreements. If waivers are required and not granted for this additional event of default, it would lead to events of default
under other of our financing arrangements.

We are subject to certain financial covenants and other restrictions under our loan and credit arrangements, which
could affect our ability to finance future operations or capital needs or to engage in other business activities.

Our loan and credit agreements contain financial covenants and other restrictions relating to borrowing base eligibility, tangible
net worth, net income, leverage ratios, shareholders’ equity, and collateral values. Our ability to meet these financial covenants and
restrictions could be affected by events beyond our control, such as a substantial decline in collateral values or a rise in borrower
delinquencies. A breach of these covenants could result in an event of default under the applicable debt instrument. Such a default, if
not cured or waived, may allow the creditors to accelerate the related debt and may result in the acceleration of any other debt that is
subject to an applicable cross-acceleration or cross-default provision. Certain other events can constitute an event of
default. Furthermore, if we were unable to repay the amounts due and payable under our credit facilities, those lenders could proceed
against the collateral granted to them to secure that indebtedness. In the event our lenders or holders of the related notes accelerate the
repayment of our borrowings, we and our subsidiaries may not have sufficient assets to repay that indebtedness. Based on the
foregoing factors, the operating and financial restrictions and covenants in our current credit agreements and any future financing
agreements could adversely affect our ability to finance future operations or capital needs or to engage in other business activities.

The issuance of debt securities or preferred stock and our borrowing money from banks or other financial institutions
may affect holders of our common stock.

Our business may periodically require capital. We may issue debt securities or preferred stock, and/or borrow money from
banks or other financial institutions, which we refer to collectively as senior securities. Any amounts that we use to service our debt or
make payments on preferred stock will not be available for distributions to our common shareholders. It is likely that any senior
securities we issue will be governed by an indenture or other instrument containing covenants restricting our operating flexibility.
Additionally, some of these securities or other indebtedness may be rated by rating agencies, and in obtaining a rating for such
securities and other indebtedness, we may be required to abide by operating and investment guidelines that further restrict operating
and financial flexibility. We and, indirectly, our shareholders will bear the cost of issuing and servicing such securities and other
indebtedness. Preferred stock or any convertible or exchangeable securities that we issue in the future may have rights, preferences,
and privileges more favorable than those of our common stock, including separate voting rights, and could delay or prevent a
transaction or a change in control to the detriment of the holders of our common stock.
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If we raise additional funds by issuing more common stock or senior securities convertible into, or exchangeable for, our
common stock, the percentage ownership of our shareholders at that time would decrease and they may experience dilution.
Moreover, we can offer no assurance that we will be able to issue and sell additional equity securities in the future, on favorable terms
or at all.

Consumer lending by Medallion Bank carries a higher risk of loss and could be adversely affected by an economic
downturn.

By its nature, lending to consumers carries with it a higher risk of loss than commercial lending. Although the net interest
margins should be higher to compensate Medallion Bank for this increased risk, an economic downturn could result in higher loss
rates and lower returns than expected, and could affect the profitability of Medallion Bank’s consumer loan portfolio.

We are dependent upon our key investment personnel for our future success.

We depend on the diligence, skill, and network of business contacts of the investment professionals we employ for sourcing,
evaluating, negotiating, structuring, and monitoring our investments. Our future success will also depend, to a significant extent, on
the continued service and coordination of our senior management team, particularly, Alvin Murstein, our Chairman and Chief
Executive Officer, Andrew M. Murstein, our President, and Larry D. Hall, our Chief Financial Officer. The departure of Messrs.
Murstein or Mr. Hall, or any member of our senior management team, could have a material adverse effect on our ability to achieve
our investment objective.

Changes in taxicab industry regulations that result in the issuance of additional medallions or increases in the expenses
involved in operating a medallion would lead to a decrease in the value of our medallion loan collateral and our Chicago
medallions purchased out of foreclosure.

Every city in which we originate medallion loans, and most other major cities in the United States, limits the supply of taxicab
medallions. This regulation results in supply restrictions that support the value of medallions. Actions that loosen these restrictions and
result in the issuance of additional medallions into a market could decrease the value of medallions in that market. If this were to
occur, the value of the collateral securing our then outstanding medallion loans in that market would be adversely affected. We are
unable to forecast with any degree of certainty whether any other potential increases in the supply of medallions will occur.

In New York City, Chicago, Boston, and other markets where we originate medallion loans, taxicab fares are generally set by
government agencies. Expenses associated with operating taxicabs are largely unregulated. As a result, the ability of taxicab operators
to recoup increases in expenses is limited in the short term. Escalating expenses, such as rising gas prices and an increase in interest
rates, can render taxicab operations less profitable, could cause borrowers to default on loans from us and would adversely affect the
value of our collateral.

We operate in a highly regulated environment, and if we are found to be in violation of any of the federal, state, or local
laws or regulations applicable to us, our business could suffer.

The Dodd-Frank Wall Street Reform and Consumer Protection Act, or the Dodd-Frank Act, was enacted in 2010. The Dodd-
Frank Act significantly changed federal financial services regulation and affects, among other things, the lending, deposit, investment,
trading, and operating activities of financial institutions and their holding companies. In addition to the statutory requirements under
the Dodd-Frank Act, the legislation also delegated authority to US banking, securities and derivatives regulators to impose additional
restrictions through required rulemaking. The Dodd-Frank Act requires a company that owns an industrial bank to serve as a “source
of strength” to the institution. We believe that we have historically served, and will serve in the future, as a source of strength to our
industrial bank subsidiary, Medallion Bank. We do not believe that the codification of this requirement under the Dodd-Frank Act
materially impacts our obligations. A company that owns an industrial bank is also subject to the Dodd-Frank Act “Volcker Rule.” We
do not believe that the “Volcker Rule” materially impacts our operations as presently conducted.

For so long as we remain a BDC, the 1940 Act imposes numerous constraints on our operations. For a discussion of those
constraints, see “Government Regulation—Regulation by the SEC and under the 1940 Act.” Any failure to comply with the
requirements imposed on BDCs by the 1940 Act, if applicable, could have material adverse consequences to us or our investors,
including possible enforcement action by the SEC. See “Risk Factors—Risks Associated with Our Operations as a BDC.”

Other changes in the laws or regulations applicable to us more generally, may negatively impact the profitability of our business
activities, require us to change certain of our business practices, materially affect our business model, limit the activities in which we
may engage, affect retention of key personnel, require us to raise additional regulatory capital, increase the amount of liquid assets that
we hold, otherwise affect our funding profile or expose us to additional costs (including increased compliance costs). Any such
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changes may also require us to invest significant management attention and resources to make any necessary changes and may
adversely affect our ability to conduct our business as previously conducted or our results of operations or financial condition.

We are also subject to a wide range of federal, state, and local laws and regulations, such as local licensing requirements, and
retail financing, debt collection, consumer protection, environmental, health and safety, creditor, wage-hour, anti-discrimination,
whistleblower and other employment practices laws and regulations and we expect these costs to increase going forward. The
violation of these or future requirements or laws and regulations could result in administrative, civil, or criminal sanctions against us,
which may include fines, a cease and desist order against the subject operations or even revocation or suspension of our license to
operate the subject business. As a result, we have incurred and will continue to incur capital and operating expenditures and other
costs to comply with these requirements and laws and regulations.

Changes in laws, regulations, or policies may adversely affect our business.

The post-financial crisis era has been marked by an increase in regulation, regulatory intensity, and enforcement. We are unable
to predict all of the ways in which this change in the regulatory environment could impact our business models or objectives. The laws
and regulations governing our lending, servicing, and debt collection activities or the regulatory or enforcement environment at the
federal level or in any of the states in which we operate may change at any time which may have an adverse effect on our business.

We expect, however, to see an increase over time in regulatory scrutiny and enforcement in the area of consumer financial products
regulation, as a result of the establishment of the Consumer Financial Protection Bureau, or the CFPB, by the Dodd-Frank Act. The CFPB
is responsible for interpreting and enforcing a broad range of consumer protection laws that govern the provision of deposit accounts and
the making of loans, including the regulation of mortgage lending and servicing and automobile finance. While Medallion Bank’s size
currently falls below the threshold that would give the CFPB direct authority over it, Medallion Bank’s existing bank supervisors may
pursue similar policies and make similar information requests to those of the CFPB with respect to consumer financial products and other
matters within the scope of the CFPB’s authority. We believe that the CFPB’s regulatory reforms, together with other provisions of the
Dodd-Frank Act, and increased regulatory supervision, may increase our cost of doing business, impose new restrictions on the way in
which we conduct our business, or add significant operational constraints that might impair our profitability.

We are unable to predict how these or any other future legislative proposals or programs will be administered or implemented or
in what form, or whether any additional or similar changes to statutes or regulations, including the interpretation or implementation
thereof, will occur in the future. Any such action could affect us in substantial and unpredictable ways and could have an adverse
effect on our results of operations and financial condition.

Our inability to remain in compliance with regulatory requirements in a particular jurisdiction could have a material adverse
effect on our operations in that market and on our reputation generally. No assurance can be given that applicable laws or regulations
will not be amended or construed differently or that new laws and regulations will not be adopted, either of which could materially
adversely affect our business, financial condition, or results of operations.

Federal and state law may discourage certain acquisitions of our common stock which could have a material adverse
effect on our shareholders.

Because Medallion Bank is an “insured depository institution” within the meaning of the Federal Deposit Insurance Act and the
Change in Bank Control Act and we are a “financial institution holding company” within the meaning of the Utah Financial
Institutions Act, federal and Utah law and regulations prohibit any person or company from acquiring control of us and, indirectly
Medallion Bank, without, in most cases, prior written approval of the FDIC or the Commissioner of the Utah Department of Financial
Institutions, as applicable. Under the Change in Bank Control Act, control is conclusively presumed if, among other things, a person
or company acquires 25% or more of any class of our voting stock. A rebuttable presumption of control arises if a person or company
acquires 10% or more of any class of voting stock and is subject to a number of specified “control factors” as set forth in the
applicable regulations. Under the Utah Financial Institutions Act, control is defined as the power to vote 20% or more of any class of
our voting securities by an individual or to vote more than 10% of any class of our voting securities by a person other than an
individual. Investors are responsible for ensuring that they do not, directly or indirectly, acquire shares of our common stock in excess
of the amount which can be acquired without regulatory approval. These provisions could delay or prevent a third party from
acquiring us, despite the possible benefit to our shareholders, or otherwise adversely affect the market price of our common
stock. Although Medallion Bank is an “insured depository institution” within the meaning of the Federal Deposit Insurance
Act and the Change in Bank Control Act, your investment in Medallion Financial Corp. is not insured or guaranteed by the
FDIC, or any other agency, and is subject to loss.
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Change in the Company’s Tax Classification.

RIC qualification rules require that at the end of each quarter of our taxable year, (i) at least 50% of the market value of our
assets must be represented by cash, securities of other RICs, US government securities, and other securities, with such other securities
limited, in respect of any one issuer, to an amount not greater than 5% of our assets and not greater than 10% of the outstanding voting
securities of such issuer and (ii) not more than 25% of the value of our assets may be invested in the securities (other than US
government securities or securities of other RICs) of any one issuer, any two or more issuers of which 20% or more of the voting
stock is held by us and that are determined to be engaged in the same or similar trades or businesses or related trades or businesses or
in the securities of one or more qualified publicly traded partnerships. We monitor our compliance with these asset tests and any other
investment concentrations in conjunction with the diversification tests. As of December 31, 2017 our largest investment subject to this
test was our investment in Medallion Bank, representing 52.9% of our RIC assets, and no other investments were more than 5% of our
RIC assets. As a result of our failure of the 25% asset diversification test, we were not eligible to file our tax returns as a RIC for 2017.

Because we did not meet the qualifications for RIC tax treatment for the tax years ended December 31, 2017 and 2016, and now
we are subject to corporate income tax, the resulting corporate taxes could substantially reduce our net assets, the amount of income
available for distribution and the amount of our distributions. Qualification as a RIC is made on an annual basis and, although we and
some of our subsidiaries have qualified in the past, we cannot assure you that we will qualify for such treatment in the future.

If we do not qualify as a RIC for more than two consecutive years, and then seek to requalify and elect RIC status, we would be
required to recognize gain to the extent of any unrealized appreciation on our assets unless we make a special election to pay
corporate-level tax on any such unrealized appreciation recognized during the succeeding 10-year period.

To obtain and maintain RIC tax treatment under the Code in any future taxable year, we must meet the following annual
distribution, income source, and asset diversification requirements.

»  The annual distribution requirement for a RIC will be satisfied if we distribute to our shareholders on an annual basis at
least 90% of our net ordinary income and realized net short-term capital gains in excess of realized net long-term capital
losses, if any, and at least 90% of our net tax-exempt income. Because we use debt financing, we are subject to certain
asset coverage ratio requirements under the 1940 Act and financial covenants under loan and credit agreements that could,
under certain circumstances, restrict us from making distributions necessary to satisfy the distribution requirement. If we
are unable to obtain cash from other sources, we could fail to qualify for RIC tax treatment and thus become subject to
corporate-level income tax.

»  The income source requirement will be satisfied if we obtain at least 90% of our income for each year from dividends,
interest, gains from the sale of stock or securities, or similar sources.

»  The asset diversification requirement will be satisfied if we meet certain asset diversification requirements at the end of
each quarter of our taxable year. Failure to meet those requirements may result in our having to dispose of certain
investments quickly in order to prevent the loss of RIC status. Because most of our investments will be in private
companies, and therefore will be relatively illiquid, any such dispositions could be made at disadvantageous prices and
could result in substantial losses.

If we meet the requirements to be treated as a RIC in a future tax year, for US federal income tax purposes, we would have to
include in taxable income certain amounts that we would not have yet received in cash, such as original issue discount, which may
arise if we received warrants in connection with the origination of a loan or possibly in other circumstances, or contractual payment-
in-kind interest, which represents contractual interest added to the loan balance and due at the end of the loan term. Such original issue
discount or increases in loan balances as a result of payment-in-kind interest will be included in income before we receive any
corresponding cash payments. We also may be required to include in income certain other amounts that we will not receive in cash.

Since, in certain cases, we may recognize income before or without receiving cash representing such income, we may have
difficulty meeting the annual distribution requirement necessary to achieve and maintain RIC tax treatment under the Code.
Accordingly, we may have to sell some of our investments at times and/or at prices we would not consider advantageous, raise
additional debt or equity capital, or reduce new investment originations for this purpose. If we are not able to obtain cash from other
sources, we may subsequently fail to qualify for RIC tax treatment and thus become subject to corporate-level income tax. If the
Company withdraws its election to be regulated as a BDC under the 1940 Act, the Company would remain ineligible to file as a RIC
under the Code and would be treated as a C corporation for tax purposes. See Note 5 for more information.
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Our SBIC subsidiaries may be unable to meet the investment company requirements, which could result in the
imposition of an entity-level tax.

Some of our subsidiaries are subject to the SBIA. Our SBIC subsidiaries that are RICs may be prohibited by the SBIA from
making the distributions necessary to qualify as a RIC. The SBA has agreed that our SBIC subsidiaries can make these distributions
provided we reinvest the distributions in our SBIC subsidiaries as undistributed net realized earnings. We cannot assure you that this
will continue to be the SBA’s policy or that our subsidiaries will have adequate capital to make the required adjustments. If our
subsidiaries are unable to obtain a waiver, compliance with the SBA regulations may result in loss of RIC status and a consequent
imposition of an entity-level tax at the subsidiary level. In the event we are granted a waiver, we will be required to reinvest the
distribution into the SBIC as capital. This may result in us recognizing taxable income without receiving a corresponding amount of
cash to pay the distribution. Any failure to pay the distribution could cause a loss of RIC status and the imposition of entity level tax.
If the Company withdraws its election to be regulated as a BDC under the 1940 Act, the SBIC subsidiaries would be ineligible to file
as a RIC under the Code.

Our SBIC subsidiaries are licensed by the SBA, and are therefore subject to SBA regulations.

Our SBIC subsidiaries are licensed to operate as SBICs and are regulated by the SBA. The SBA also places certain limitations
on the financing terms of investments by SBICs in portfolio companies and prohibits SBICs from providing funds for certain purposes
or to businesses in a few prohibited industries. Compliance with SBA requirements may cause the SBIC subsidiaries to forego
attractive investment opportunities that are not permitted under SBA regulations.

Further, SBA regulations require that a licensed SBIC be periodically examined and audited by the SBA to determine its
compliance with the relevant SBA regulations. The SBA prohibits, without prior SBA approval, a “change of control” of an SBIC or
transfers that would result in any person (or a group of persons acting in concert) owning 10% or more of a class of capital stock of an
SBIC. If the SBIC subsidiaries fail to comply with applicable SBIC regulations, the SBA could, depending on the severity of the
violation, limit or prohibit their use of debentures, declare outstanding debentures immediately due and payable, and/or limit them
from making new investments. In addition, the SBA could revoke or suspend an SBIC license or bring a suit for the appointment of a
receiver for the SBIC and for its liquidation for willful or repeated violation of, or willful or repeated failure to observe, any provision
of the SBIA or any rule or regulation promulgated thereunder. Such actions by the SBA would, in turn, negatively affect us.

We anticipate withdrawing the Company’s election to be regulated as a BDC and may in the future materially change
our corporate structure and the nature of our business.

On March 7, 2018, a majority of the Company’s shareholders authorized the Company’s Board of Directors to withdraw the
Company’s election to be regulated as a BDC under the 1940 Act and our Board of Directors approved the filing of the Company’s
withdrawal form with the SEC to be made on or about April 1, 2018. At that point, we would no longer be a BDC or be subject to the
provisions of the 1940 Act applicable to BDCs.

The withdrawal of the Company’s election to be regulated as a BDC would result in a significant change in our
accounting and financial reporting requirements.

If the Company withdraws its election to be regulated as a BDC, as expected, commencing with the second quarter of 2018, the
Company would no longer be subject to FASB Accounting Standards Codification Topic 946, Financial Services — Investment
Companies, which would result in a significant change in our accounting and financial reporting requirements. Our financial
statements are currently presented and accounted for under the specialized method of accounting applicable to investment companies,
which requires us to recognize our investments, including controlled investments, at fair value. As a BDC, we are currently precluded
from consolidating any entity other than another investment company that acts as an extension of our investment operations and
facilitates the execution of our investment strategy or an investment in a controlled operating company that provides substantially all
of its services to us. Our financial statements currently consolidate the accounts of the Company and its wholly-owned investment
company subsidiaries, except for Medallion Bank and other portfolio investments. Our financial statements reflect our investment in
Medallion Bank and other portfolio investments at fair value, as determined in good faith by our Board of Directors. Medallion Bank’s
financial statements are separately provided as a significant unconsolidated wholly-owned subsidiary. If the Company withdraws its
election to be regulated as a BDC, the Company will consolidate the financial statements of Medallion Bank and controlled or
majority-owned portfolio investments together with those of the Company, which would be a significant change in our accounting and
financial reporting requirements.
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Our shareholders would no longer have the protections of the 1940 Act upon the withdrawal of the Company’s election
to be regulated as a BDC.

If the Company ceases to operate as a BDC, our shareholders would no longer have the following protections of the 1940 Act:

*  we would no longer be subject to the requirement under the 1940 Act that we maintain a ratio of assets to senior securities
of at least 200%;

*  we would no longer be subject to provisions of the 1940 Act prohibiting us from protecting any director or officer against
any liability to the Company or our shareholders arising from willful malfeasance, bad faith, gross negligence, or reckless
disregard of the duties involved in the conduct of that person’s office;

* we would no longer be required to provide and maintain an investment company blanket bond issued by a reputable
fidelity insurance company to protect us against larceny and embezzlement;

*  while the majority of our directors would still be required to be “independent” under applicable NASDAQ regulations, we
would no longer be required to ensure that a majority of our directors are persons who are not “interested persons,” as
defined in the 1940 Act, and certain persons who would be prevented from serving on our Board of Directors if we were a
BDC would be able to serve on our Board of Directors;

* we would no longer be subject to provisions of the 1940 Act regulating transactions between BDCs and certain affiliates;

+ we would no longer be subject to provisions of the 1940 Act restricting our ability to issue shares below net asset value or
in exchange for services or to issue warrants and options;

+  we would no longer be required to disclose the Company’s net asset value per share in our financial statements;

+  we would no longer be subject to provisions of the 1940 Act restricting our ability to change the nature of our business or
fundamental investment policies without having to obtain the approval of our shareholders;

* we would no longer be subject to the provisions of the 1940 Act limiting our ability to grant stock based compensation to
officers, directors and employees or to provide a profit sharing program for them; and

»  we would no longer be subject to the other protective provisions set out in the 1940 Act and the rules and regulations
promulgated under the 1940 Act.

In addition, we are very much affected by the legal, regulatory, tax and accounting regimes under which we operate. We
periodically evaluate whether those regimes and our existing corporate structure are the optimum means for the operation and
capitalization of our business. As a result of these evaluations, we may decide to proceed with structural and organizational changes
(certain of which may require the approval of our shareholders), which could result in material dispositions of various assets, changes
in our corporate form or other fundamental changes. We may incur certain costs in completing these evaluations and may receive no
benefit from these expenditures, particularly if we do not proceed with any changes.

If we withdraw our election to be regulated as a BDC, maintaining an exception from registration under the 1940 Act
could limit our ability to take advantage of attractive investment opportunities, and the failure to maintain that exception
would have material adverse consequences on our business.

A company that meets the definition of an “investment company” under the 1940 Act, in the absence of an exception or
exemption, must either register with the SEC as an investment company or elect BDC status. Historically, the composition of the
Company’s assets caused us to meet the definition of an “investment company,” and the Company made a corresponding election to
be treated as a BDC. If the Company were to de-elect BDC status, as expected, we would either have to operate so as to fall outside
the definition of an “investment company” or within an applicable exception. To the extent the Company withdraws its election to be
regulated as a BDC, the Company expects to fall within the exception from the definition of an “investment company” provided under
Section 3(c)(6) of the 1940 Act as a company primarily engaged, directly or through majority-owned subsidiaries, in the business of,
among other things, (i) banking, (ii) purchasing and otherwise acquiring notes, drafts, acceptances, open accounts receivable, and
other obligations representing part or all of the sales price of merchandise, insurance and services, and (iii) making loans to
manufacturers, wholesalers, and retailers of, and to prospective purchasers of, specified merchandise, insurance, and services. The
Company would be required to monitor our continued compliance with this exception, which would limit our ability to take advantage
of attractive investment opportunities that would cause us to be out of compliance with its limitations and could have a material
adverse effect on our business. For example, we could be limited in growing Medallion Capital, Inc., which is currently engaged in a
business that generally does not qualify for the exception.
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If the SEC or a court were to find that we were required, but failed, to register as an investment company in violation of the
1940 Act, we may have to cease business activities, we would breach representations and warranties and/or be in default as to certain
of our contracts and obligations, civil or criminal actions could be brought against us, our contracts would be unenforceable unless a
court were to require enforcement and a court could appoint a receiver to take control of us and liquidate our business, any or all of
which could have a material adverse effect on our business.

We operate in a highly competitive market for investment opportunities.

We compete for investments with other business development companies and other investment funds as well as traditional
financial services companies such as commercial banks and credit unions. Many of our competitors are substantially larger and have
considerably greater financial, technical, and marketing resources than we do. For example, some competitors may have a lower cost
of funds and access to funding sources that are not available to us. In addition, some of our competitors may have higher risk
tolerances or different risk assessments. 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 us. We may be unwilling to match our
competitors’ pricing, terms, and structure of certain loans and investments opportunities due to potential risks, which may result in us
earning less income than our competitors. 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 are
not subject to the regulatory restrictions that the 1940 Act imposes on us for so long as we remain a BDC.

We cannot assure you that the competitive pressures we face will not have a material adverse effect on our business, financial
condition, and results of operations. Also, as a result of this competition, we may not be able to take advantage of attractive investment
opportunities from time to time.

Changes in interest rates may affect our cost of capital and net investment income.

Because we borrow to fund our investments, a portion of our income is dependent upon the difference between the interest rate
at which we borrow funds and the interest rate at which we invest these funds. A portion of our investments, such as taxi medallion
loans, will have fixed interest rates, while a portion of our borrowings will likely have floating interest rates. As a result, a significant
change in market interest rates could have a material adverse effect on our net investment income. In periods of rising interest rates,
our cost of funds could increase, which would reduce our net investment income. We may hedge against interest rate fluctuations by
using standard hedging instruments, subject to applicable legal requirements. These activities may limit our ability to participate in the
benefits of lower interest rates with respect to the hedged portfolio. Adverse developments resulting from changes in interest rates or
hedging transactions could have a material adverse effect on our business, financial condition, and results of operations. Also, we will
have to rely on our counterparties to perform their obligations under such hedges.

A decrease in prevailing interest rates may lead to more loan prepayments, which could adversely affect our business.

Our borrowers generally have the right to prepay their loans upon payment of a fee ranging from 1% to 2% for standard
commodity loans, and for higher amounts, as negotiated, for larger more custom loan arrangements. A borrower is likely to exercise
prepayment rights at a time when the interest rate payable on the borrower’s loan is high relative to prevailing interest rates. In a lower
interest rate environment, we will have difficulty re-lending prepaid funds at comparable rates, which may reduce the net interest
income that we receive. When this occurs, we will generally reinvest these proceeds in temporary investments, pending their future
investment in new portfolio companies. These temporary investments will typically have substantially lower yields than the debt being
prepaid, and we could experience significant delays in reinvesting these amounts. Any future investment in a new portfolio company
may also be at lower yields than the debt that was repaid. As a result, our results of operations could be materially adversely affected if
a substantial number of our portfolio companies elect to prepay amounts owed to us and we are not able to reinvest the proceeds for
comparable yields in a timely fashion. Additionally, prepayments could negatively impact our return on equity, which could result in a
decline in the market price of our common stock.

An increase in prevailing interest rates could adversely affect our business.

The majority of our loan portfolio is comprised of fixed-rate loans. An abrupt increase in market rates of interest may have an
adverse impact on our earnings until we are able to originate new loans at higher prevailing interest rates.

We depend on cash flow from our subsidiaries to make distribution payments to our shareholders.
We are primarily a holding company, and we derive most of our operating income and cash flow from our subsidiaries. As a
result, we rely heavily upon distributions from our subsidiaries to generate the funds necessary to make distribution payments to our

shareholders. Funds are provided to us by our subsidiaries through dividends and payments on intercompany indebtedness, but we
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cannot assure you that our subsidiaries will be in a position to continue to make these dividend or debt payments. The Utah
Department of Financial Institutions and FDIC have the authority to prohibit or to limit the payment of dividends by Medallion Bank.
In addition, as a condition to receipt of FDIC insurance, Medallion Bank entered into a capital maintenance agreement with the FDIC
requiring it to maintain a 15% leverage ratio (Tier 1 capital to average assets). As of December 31, 2017 Medallion Bank’s leverage
ratio was 14.5% and Medallion Bank may be restricted from declaring and paying dividends as a result of the leverage ratio being
below 15%.

Medallion Bank’s use of brokered deposit sources for its deposit-gathering activities may not be available when needed.

Medallion Bank relies on the established brokered deposit market to originate deposits to fund its operations. Medallion Bank’s
brokered deposits consist of deposits raised through the brokered deposit market rather than through retail branches. While Medallion
Bank has developed contractual relationships with a diversified group of investment brokers, and the brokered deposit market is well
developed and utilized by many banking institutions, conditions could change that might affect the availability of deposits. Applicable
statutes and regulations restrict the use of brokered deposits and the interest rates paid on such deposits for institutions that are less
than “well capitalized”. If the capital levels at Medallion Bank fall below the “well-capitalized” level as defined by the FDIC or the
capital level currently required by the FDIC pursuant to its capital maintenance agreement, or if Medallion Bank experiences a period
of sustained operating losses, the cost of attracting deposits from the brokered deposit market could increase significantly, and the
ability of Medallion Bank to raise deposits from this source could be impaired. Brokered deposits may also not be as stable as other
types of deposits. Medallion Bank’s ability to manage its growth to stay within the “well-capitalized” level, and the capital level
currently required by the FDIC pursuant to its capital maintenance agreement, which is also considerably higher than the level
required to be classified as “well-capitalized”, is critical to Medallion Bank’s retaining open access to this funding source.

Uncertainty relating to the reporting of collateral values for our loans may adversely affect the value of our portfolio.

Medallion loans are primarily collateral-based lending, whereby the collateral value exceeds the amount of the loan, providing
sufficient excess collateral to protect us against losses. Despite our reliance on collateral values, medallions are income producing
assets that generate cash flow which is utilized to repay our loans. We rely on the integrity of the collateral value benchmarks obtained
by the applicable regulatory agencies and other third parties. If these benchmarks are artificially influenced by market participants we
could suffer losses. We have experienced a significant downward movement in medallion collateral values which may continue, and
has caused a negative impact on our valuation analysis and could result in further significant lower fair market value measurements of
our portfolio.

We require an objective benchmark in determining the fair value of our portfolio. If the benchmarks that we currently use are
deemed to be unreliable, we will need to use other intrinsic factors in determining the collateral values for our loans.

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

We generally make investments in private companies. Substantially all of these securities are subject to legal and other
restrictions on resale or are otherwise less liquid than publicly traded securities. The illiquidity of our investments may make it
difficult for us to sell such investments if the need arises. In addition, if we are required to liquidate all or a portion of our portfolio
quickly, we may realize significantly less than the value at which we had previously recorded our investments. We may also face other
restrictions on our ability to liquidate an investment in a portfolio company to the extent that we have material non-public information
regarding such portfolio company.

In addition, the illiquidity of our loan portfolio and investments may adversely affect our ability to dispose of loans at times
when it may be advantageous for us to liquidate such portfolio or investments. In addition, if we were required to liquidate some or all
of the investments in the portfolio, the proceeds of such liquidation may be significantly less than the current value of such
investments. Because we borrow money to make loans and investments, our net operating income is dependent upon the difference
between the rate at which we borrow funds and the rate at which we invest these funds. As a result, there can be no assurance that a
significant change in market interest rates will not have a material adverse effect on our interest income. In periods of sharply rising
interest rates, our cost of funds would increase, which would reduce our net operating income before net realized and unrealized gains.
We use a combination of long-term and short-term borrowings and equity capital to finance our investing activities. Our long-term
fixed-rate investments are financed primarily with short-term floating-rate debt, and to a lesser extent by term fixed-rate debt. We may
use interest rate risk management techniques in an effort to limit our exposure to interest rate fluctuations. Such techniques may
include various interest rate hedging activities to the extent permitted by the 1940 Act. We have analyzed the potential impact of
changes in interest rates on net interest income. Assuming that the balance sheet were to remain constant and no actions were taken to
alter the existing interest rate sensitivity, and including the impact on Medallion Bank, a hypothetical immediate 1% increase in
interest rates would result in an increase to the line item “net increase in net assets resulting from operations” as of December 31, 2017
by approximately $1,778,000 on an annualized basis, compared to a positive impact of $1,100,000 at December 31, 2016, and the
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impact of such an immediate increase of 1% over a one year period would have been approximately ($984,000) at December 31, 2017,
compared to (§792,000) at December 31, 2016. Although management believes that this measure is indicative of our sensitivity to
interest rate changes, it does not adjust for potential changes in credit quality, size, and composition of the assets on the balance sheet,
and other business developments that could affect net increase in net assets resulting from operations in a particular quarter or for the
year taken as a whole. Accordingly, no assurances can be given that actual results would not differ materially from the potential
outcome simulated by these estimates.

We may experience fluctuations in our quarterly results.

We could experience fluctuations in our quarterly operating results due to a number of factors, including our ability to make
investments in companies that meet our investment criteria, the interest rate payable on the debt securities we acquire, the level of our
expenses, variations in and the timing of the recognition of realized and unrealized gains or losses, the degree to which we encounter
competition in our markets, and general economic conditions. As a result of these factors, results for any period should not be relied
upon as being indicative of performance in future periods.

Security breaches and other disruptions could compromise our information and expose us to liability, which would cause
our business and reputation to suffer.

In the ordinary course of our business, we collect and store sensitive data, including our proprietary business information and
that of our customers and personally identifiable information of our customers and employees, in our data centers, and on our
networks. The secure processing, maintenance, and transmission of this information is critical to our operations. Despite our security
measures, our information technology and infrastructure may be vulnerable to attacks by hackers or breached due to employee error,
malfeasance or other disruptions. Any such breach could compromise our networks and the information stored there could be
accessed, publicly disclosed, lost or stolen. Any such access, disclosure or other loss of information could result in legal claims or
proceedings, liability under laws that protect the privacy of personal information and regulatory penalties, disrupt our operations and
damage our reputation, which could adversely affect our business.

Terrorist attacks, other acts of violence or war, and natural disasters may affect any market for our securities, impact
the businesses in which we invest, and harm our operations and profitability.

Terrorist attacks and natural disasters may harm our results of operations and your investment. We cannot assure you that there
will not be further terrorist attacks against the US or US businesses or major natural disasters hitting the United States. Such attacks or
natural disasters in the US or elsewhere may impact the businesses in which we directly or indirectly invest by undermining economic
conditions in the United States. In addition, a substantial portion of our business is focused in the New York City metropolitan area,
which suffered a terrorist attack in 2001. Another terrorist attack in New York City or elsewhere could severely impact our results of
operations. Losses resulting from terrorist attacks are generally uninsurable.

Our financial condition and results of operations will depend on our ability to manage growth effectively.

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

Accomplishing this result on a cost-effective basis will be largely a function of our management team’s handling of the
investment process, its ability to provide competent, attentive, and efficient services, and our access to financing on acceptable terms.
In addition to monitoring the performance of our existing investments, members of our management team and our 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. In order to grow, we will need to hire, train, supervise, and manage new employees.
However, we cannot assure you that any such employees will contribute to the success of our business. Any failure to manage our
future growth effectively could have a material adverse effect on our business, financial condition, and results of operations.

Our ability to enter into transactions with our affiliates is restricted.

The SBA restricts the ability of SBICs to lend money to any of their officers, directors, and employees, or invest in any affiliates
thereof.

Medallion Bank is subject to certain federal laws that restrict and control its ability to engage in transactions with its affiliates.
Sections 23A and 23B of the Federal Reserve Act and applicable regulations restrict the transfer of funds by Medallion Bank to

certain of its affiliates, including us, in the form of loans, extensions of credit, investments, or purchases of assets and restrict its
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ability to provide services to, or receive services from, its affiliates. Sections 23A and 23B also require generally that Medallion
Bank’s transactions with its affiliates be on terms no less favorable to Medallion Bank than comparable transactions with unrelated
third parties.

If and to the extent that the Company remains a BDC under the 1940 Act, our ability to enter into certain transactions with our
affiliates is restricted. See “Risks Associated with Our Operations as a BDC— The 1940 Act restricts our ability to enter into
transactions with our affiliates.”

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

Our Board of Directors has the authority to modify or waive our current operating policies and strategies without prior notice
and without shareholder approval. We cannot predict the effect any changes to our current operating policies and strategies would
have on our business, operating results, and value of our stock. However, the effects might be adverse, which could negatively impact
our ability to pay you distributions and cause you to lose all or part of your investment.

Risks Associated with Our Operations as a BDC

On March 7, 2018, a majority of the Company’s shareholders authorized the Company’s Board of Directors to withdraw the
Company’s election to be regulated as a BDC under the 1940 Act and our Board of Directors approved the filing of the Company’s
withdrawal form with the SEC to be made on or about April 1, 2018. At that point, we would no longer be a BDC or be subject to the
provisions of the 1940 Act applicable to BDCs.

If and to the extent that the Company remains a BDC under the 1940 Act, the following discussion is a summary of the material
risks associated with our operations as a BDC.

We operate in a highly regulated environment, and if we are found to be in violation of any of the 1940 Act, our business
could suffer.

The 1940 Act imposes numerous constraints on the operations of BDC’s. For example, BDC’s are required to invest at least
70% of their total assets in qualifying assets, primarily securities of “eligible portfolio companies” (as defined under the 1940 Act),
cash, cash equivalents, US government securities, and other high quality debt investments that mature in one year or less. Our
regulatory requirements may hinder our ability to take advantage of attractive investment opportunities and, as a result, achieve our
investment objective. In addition, we rely upon several exemptive orders from the SEC permitting us to consolidate our financial
reporting and operate our business as presently conducted. Our failure to satisfy the conditions set forth in those exemptive orders
could result in our inability to rely upon such orders or to cause the SEC to revoke the orders which could result in material changes in
our financial reporting or the way in which we conduct our business. Furthermore, any failure to comply with the requirements
imposed on BDC’s by the 1940 Act could have material adverse consequences to us or our investors, including possible enforcement
action by the SEC.

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

Senior Securities and Other Indebtedness. We may issue debt securities or preferred stock, and/or borrow money from banks or
other financial institutions, which we refer to collectively as senior securities, up to the maximum amount permitted by the 1940 Act.
If we issue senior securities, including debt or preferred stock, we will be exposed to additional risks, including the following:

*  Under the provisions of the 1940 Act, we are permitted, as a BDC, to issue senior securities only in amounts such that our
asset coverage, as defined in the 1940 Act, equals at least 200% after each issuance of senior securities. If the value of our
assets declines, we may be unable to satisfy this test. If that happens, we may be restricted from issuing additional debt,
may be limited in making distributions on our stock, and may be required to sell a portion of our investments and,
depending on the nature of our leverage, to repay a portion of our debt at a time when such sales and/or repayments may
be disadvantageous. In addition to the 1940 Act, we are subject to two exemptive orders which govern how we calculate
our senior securities and under which we have agreed that we will meet the applicable asset coverage ratios both
individually and on a consolidated basis. As of December 31, 2017, our asset coverage was approximately 306%,
calculated on a consolidated basis, and 296% calculated on an unconsolidated basis.
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Additional Common Stock. We are not generally able to issue and sell our common stock at a price below net asset value (less
any distributing commission or discount) per share. We may, however, sell our common stock, warrants, options, or rights to acquire
our common stock, at a price below the current net asset value of the common stock if our Board of Directors determines that such
sale is in our best interests and that of our shareholders, and our shareholders approve such sale. In any such case, the price at which
our securities are to be issued and sold may not be less than a price which, in the determination of our Board of Directors, closely
approximates the market value of such securities (less any distributing commission or discount). We may also make rights offerings to
our shareholders at prices per share less than the net asset value per share, subject to applicable requirements of the 1940 Act.

Since our investments in assets that are not “qualifying assets” exceeded 30% of our total assets as of December 31, 2017,
we are precluded from making any follow-on investments in Medallion Bank and our City of Chicago taxicab medallions
purchased out of foreclosure, and could be precluded from investing in what we believe are attractive investments, which
could have a material adverse effect on our business.

As a business development company, we are not permitted to acquire any assets other than “qualifying assets” unless, at the
time of such acquisition, at least 70% of our total assets are qualifying assets. Our investment in Medallion Bank and City of Chicago
taxicab medallions purchased out of foreclosure, which are carried in investments other than securities on the consolidated balance
sheet, are non-qualifying assets. As of December 31, 2017, the percentage of our total assets that were invested in non-qualifying
assets were up to 58.7% on an unconsolidated basis and up to 47.6% on a consolidated basis. We did not satisfy the requirement that
no more than 30% of our total assets be comprised of non-qualifying assets, and are currently not permitted to acquire any non-
qualifying assets. We are therefore unable to make any investments in non-qualifying assets, including follow-on investments in
Medallion Bank and our City of Chicago taxicab medallions purchased out of foreclosure. As a result of such failure, we could also be
precluded from investing in what we believe are attractive investments or could be required to dispose of non-qualifying assets at
times or on terms that may be disadvantageous to us. We would also not be able to support Medallion Bank’s capital requirements, if
any, and Medallion Bank may also not be able to grow as quickly because we are precluded from providing additional funding to
Medallion Bank. Any of the foregoing consequences could have a material adverse effect on us. If we purchase a non-qualifying asset
after failing to satisfy the requirement that no more than 30% of our total assets be comprised of non-qualifying assets, then we would
be deemed to be in violation of the 1940 Act and the violation could also result in an event of default on our debt obligations.

Our investment portfolio is, and will continue to be, recorded at fair value as determined in good faith by our Board of
Directors and, as a result, there is, and will continue to be, uncertainty as to the value of our portfolio investments which could
adversely affect our net asset value.

Under the 1940 Act, we are required to carry our portfolio investments at market value or, if there is no readily available market
value, at fair value as determined by our Board of Directors. Unlike other lending institutions, we are not permitted to establish
reserves for loan losses. Instead, we are required by the 1940 Act to specifically value each individual investment and record an
unrealized gain or loss for any asset we believe has increased or decreased in value. Typically, there is not a public market for most of
the investments in which we have invested and will generally continue to invest. As a result, our Board of Directors values our
investments on a quarterly basis based on a determination of their fair value made in good faith and in accordance with the written
guidelines approved by our Board of Directors. Our Board of Directors regularly review the appropriateness and accuracy of the
method used in valuing our investments, and makes any necessary adjustments. The types of factors that may be considered in
determining the fair value pricing of our investments include the nature and realizable value of any collateral, the portfolio company’s
earnings and its ability to make payments on its indebtedness, the markets in which the portfolio company does business, market
conditions for loans (e.g., values used by other lenders and any active bid/ask market), comparison to publicly traded companies,
discounted cash flow, comparable sales and valuations of companies similar to the portfolio company, regulatory factors that may
limit the value of the portfolio company, and other relevant factors. Because such valuations, and particularly valuations of private
securities and private companies, are inherently uncertain, the valuations may fluctuate over short periods of time and may be based
on estimates. As a result, our determinations of fair value may differ materially from the values that would have been used if a ready
market for these investments existed, and may cause our net asset value on a given date to materially understate or overstate the value
that we may ultimately realize upon the sale or disposition of one or more of our investments. Investors purchasing our securities in
connection with an offering based on an overstated net asset value would pay a higher price than the value of our investments might
warrant, and investors purchasing our securities in connection with an offering based on an understated net asset value would pay a
lower price than the value of our investments might warrant. Our net asset value could be adversely affected if our determinations
regarding the fair value of our investments were materially higher than the values that we ultimately realize upon the disposal of such
securities. Considering these factors, we have determined that the fair value of our portfolio is above its cost basis. As of
December 31, 2017, our net unrealized appreciation on investments was $141,190,000 or 30% of our investment portfolio at cost, and
the depreciation on our investments other than securities and other assets was $1,490,000 or 16% of our investments other than
securities and other assets at cost.
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The 1940 Act restricts our ability to enter into transactions with our affiliates.

The 1940 Act restricts our ability to knowingly participate in certain transactions with our affiliates. These restrictions limit our
ability to buy or sell any security from or to our affiliates, or engage in “joint” transactions with our affiliates, which could include
investments in the same portfolio company (whether at the same or different times). With respect to controlling or certain closely
affiliated persons, we will generally be prohibited from engaging in such transactions absent the prior approval of the SEC. With
respect to other affiliated persons, we may engage in such transactions only with the prior approval of our independent directors.

Risks Relating to Our Investments
Lending to small businesses involves a high degree of risk and is highly speculative.

Lending to small businesses involves a high degree of business and financial risk, which can result in substantial losses and
should be considered speculative. Our borrower base consists primarily of small business owners that may have limited resources and
that are generally unable to obtain financing from traditional sources. There is generally no publicly available information about these
small business owners, and we must rely on the diligence of our employees and agents to obtain information in connection with our
credit decisions. In addition, these small businesses often do not have audited financial statements. Some smaller businesses have
narrower product lines and market shares than their competition. Therefore, they may be more vulnerable to customer preferences,
market conditions, or economic downturns, which may adversely affect the return on, or the recovery of, our investment in these
businesses.

Our portfolio is and may continue to be concentrated in a limited number of portfolio companies, and industries and
sectors, which will subject us to a risk of significant loss if any of these companies defaults on its obligations to us or by a
downturn in the particular industry or sector.

Our portfolio is and may continue to be concentrated in a limited number of portfolio companies, and industries and sectors. In
addition, taxicab companies that constitute separate issuers may have related management or guarantors and constitute larger business
relationships to us. As of December 31, 2017, investments in New York City taxi medallion loans represented approximately 81% of
our managed taxi medallion loans, which in turn represented 28% of our managed net investment portfolio. We do not have fixed
guidelines for diversification, and while we are not targeting any specific industries, our investments are, and could continue to be,
concentrated in relatively few industries. As a result, the aggregate returns we realize may be adversely affected if a small number of
investments perform poorly or if we need to write down the value of any one investment. If our larger borrowers were to significantly
reduce their relationships with us and seek financing elsewhere, the size of our loan portfolio and operating results could decrease. In
addition, larger business relationships may also impede our ability to immediately foreclose on a particular defaulted portfolio
company as we may not want to impair an overall business relationship with either the portfolio company management or any related
funding source. Additionally, a downturn in any particular industry or sector in which we are invested could also negatively impact the
aggregate returns we realize.

If we are unable to continue to diversify geographically, our business may be further adversely affected if the New York
City taxicab industry experiences a sustained economic downturn.

A significant portion of our loan revenue is derived from medallion loans collateralized by New York City taxicab medallions.
An economic downturn in the New York City taxicab industry could lead to an additional increase in defaults on our medallion loans.
We cannot assure you that we will be able to sufficiently diversify our operations geographically.

An economic downturn could result in additional commercial and consumer loan customers experiencing declines in business
activities and/or personal resources, which could lead to difficulties in their servicing of their loans with us, and increasing the level of
delinquencies, defaults, and loan losses in our commercial and consumer loan portfolios.

Laws and regulations implemented in response to climate change could result in increased operating costs for our
portfolio companies.

Congress and other governmental authorities have either considered or implemented various laws and regulations in response to
climate change and the reduction of greenhouse gases. Existing environmental regulations could be revised or reinterpreted, new laws
and regulations could be adopted, and future changes in environmental laws and regulations could occur, which could impose
additional costs on the operation of our portfolio companies. For example, regulations to cut gasoline use and control greenhouse gas
emissions from new cars could adversely affect our medallion portfolio companies. Our portfolio companies may have to make
significant capital and other expenditures to comply with these laws and regulations. Changes in, or new, environmental restrictions
may force our portfolio companies to incur significant expenses or expenses that may exceed their estimates. There can be no
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assurance that such companies would be able to recover all or any increased environmental costs from their customers or that their
business, financial condition or results of operations would not be materially and adversely affected by such expenditures or any
changes in environmental laws and regulations, in which case the value of these companies could be adversely affected.

Our portfolio companies may incur debt that ranks equally with, or senior to, our investments in such companies.

We invest in our portfolio companies primarily through senior secured loans, junior secured loans, and subordinated debt issued
by small- to mid-sized companies. Our portfolio companies may have, or may be permitted to incur, other debt that ranks equally
with, or senior to, the debt in which we invest. By their terms, such debt instruments may entitle the holders to receive payment of
interest or principal on or before the dates on which we are entitled to receive payments with respect to the debt instruments in which
we invest. Also, in the event of insolvency, liquidation, dissolution, reorganization, or bankruptcy of a portfolio company, holders of
debt instruments ranking senior to our investment in that portfolio company would typically be entitled to receive payment in full
before we receive any distribution. After repaying such senior creditors, such portfolio company may not have any remaining assets to
use for repaying its obligation to us. In the case of debt ranking equally with debt instruments in which we invest, we would have to
share on an equal basis any distributions with other creditors holding such debt in the event of an insolvency, liquidation, dissolution,
reorganization, or bankruptcy of the relevant portfolio company.

A third party finance company sold various participations in asset based loans to Medallion Business Credit and Medallion
Bank. In April 2013, the aggregate balance of the participations was approximately $13.8 million, $12.9 million of which were held
by Medallion Bank. That amount was divided between seven separate borrowers operating in a variety of industries. In April 2013, the
third party finance company became the subject of an involuntary bankruptcy petition filed by its bank lenders. Among other things,
the bank lenders alleged that the third party finance company fraudulently misrepresented its borrowing availability under its credit
facility with the bank lenders and are seeking the third party finance company’s liquidation. In May 2013, the bankruptcy court
presiding over the third party finance company’s case entered an order converting the involuntary Chapter 7 case to a Chapter 11 case.
On May 31, 2013, we commenced an adverse proceeding against the third party finance company and the bank lenders seeking
declaratory judgment that our loan participations are true participations and not subject to the bankruptcy estate or to the bank lender’s
security interest in the third party finance company’s assets. The third party finance company and bank lenders are contesting our
position. In April 2014, we received a decision from the court granting summary judgment in our favor with respect to the issue of
whether our loan participations are true participations. In March 2015, we and Medallion Bank received a decision from the court
finding that the bank lenders generally held a first lien on our and Medallion Bank’s loan participations subject to, among other things,
defenses still pending prosecution by the parties and adjudication by the court. We and Medallion Bank are appealing the decision.
The remaining issues are still being litigated. Although we believe the claims raised by the third party finance company and the senior
lenders are without merit and will vigorously defend against them, we cannot at this time predict the outcome of this litigation or
determine our potential exposure. If we are incorrect in our assessments our results of operations could be materially adversely
affected. At December 31, 2017, five of the seven secured borrowers had refinanced their loans in full with third parties, and the
related proceeds are held in escrow pending resolution of the bankruptcy proceedings. In September 2015, one loan was sold at a
discount to a third party, and the related proceeds are held in escrow pending resolution of the bankruptcy proceedings. One loan was
charged off in September 2014. See page 43 for additional information regarding this matter.

There may be circumstances where our debt investments could be subordinated to claims of other creditors or we could
be subject to lender liability claims.

Even though we may have structured most of our investments as senior loans, if one of our portfolio companies were to go
bankrupt, depending on the facts and circumstances, including the extent to which we actually provided managerial assistance to that
portfolio company, a bankruptcy court might recharacterize our debt investment and subordinate all or a portion of our claim to that of
other creditors. We may also be subject to lender liability claims for actions taken by us with respect to a borrower’s business or
instances where we exercise control over the borrower. It is possible that we could become subject to a lender’s liability claim,
including as a result of actions taken in rendering significant managerial assistance.

We may not control many of our portfolio companies.
We may not control many of our portfolio companies, even though we may have board representation or board observation
rights, and our debt agreements may contain certain restrictive covenants. As a result, we are subject to the risk that a portfolio

company in which we invest may make business decisions with which we disagree, and the management of such company may take
risks or otherwise act in ways that do not serve our interests as debt investors.
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We may not realize gains from our equity investments.

Certain investments that we have made in the past and may make in the future include warrants or other equity securities. In
addition, we may from time to time make non-control, equity co-investments in companies in conjunction with private equity
sponsors. Our goal is ultimately to realize gains upon our disposition of such equity interests. However, the equity interests we receive
may not appreciate in value and, in fact, may decline in value. Accordingly, we may not be able to realize gains from our equity
interests, and any gains that we do realize on the disposition of any equity interests may not be sufficient to offset any other losses we
experience. We also may be unable to realize any value if a portfolio company does not have a liquidity event, such as a sale of the
business, recapitalization, or public offering, which would allow us to sell the underlying equity interests.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We lease approximately 19,000 square feet of office space in New York City for our corporate headquarters under a lease
expiring in April 2027, and lease a facility in Long Island City, New York, of approximately 6,000 square feet for certain corporate
back-office operations. We also lease office space for loan origination offices and subsidiary operations in Boston, MA, Chicago, IL,
and Minneapolis, MN. Medallion Bank leases space in Salt Lake City, UT, and Seattle, WA. We do not own any real property, other
than foreclosed properties obtained as a result of lending relationships. We believe that our leased properties, taken as a whole, are in
good operating condition and are suitable for our current business operations.

ITEM 3. LEGAL PROCEEDINGS

We and our subsidiaries are currently involved in various legal proceedings incident to the ordinary course of our business,
including collection matters with respect to certain loans. We intend to vigorously defend any outstanding claims and pursue our legal
rights. In the opinion of our management and based upon the advice of legal counsel, other than as set forth in the following paragraph
there is no proceeding pending, or to the knowledge of management threatened, which in the event of an adverse decision could result
in a material adverse effect on our results of operations or financial condition.

We and our subsidiaries obtain financing under lending facilities extended by various banks and other financial institutions,
some of which are secured by loans, taxi medallions and other assets. Where these facilities are extended to our subsidiaries, we and
others of our subsidiaries may guarantee the obligations of the relevant borrower. Five of our smallest subsidiaries are borrowers
under promissory notes extended to them by a bank that total $8.8 million that came due on October 17, 2016. These loans are secured
by Chicago taxi medallions owned by our subsidiaries. These notes are guaranteed by Medallion Funding, not by Medallion Financial
Corp. These subsidiaries have not repaid the amounts due under the notes and the bank has filed a suit seeking payment of these
amounts. This failure to pay would constitute an event of default under certain loan agreements which we or our subsidiaries are
borrowers, but the lenders under those agreements have waived the default. If judgment is entered against us in the suit brought by the
bank or entered and not satisfied within specified periods of time, these outcomes may constitute an additional event of default under
these other agreements. If waivers are required and not granted for this additional event of default, it would lead to events of default
under other of our financing arrangements.

On December 20, 2017, a stockholder derivative action was filed in the Supreme Court of the State of New York, County of
New York (Shields v. Murstein, et al.). The complaint names us as a nominal defendant and purports to assert claims derivatively on
our behalf against certain of our current directors, one of our former directors, and a former independent contractor for one of our
subsidiaries. The complaint alleges that the director defendants breached their fiduciary duties with respect to certain alleged
misconduct by the former independent contractor involving postings about us under an alleged pseudonym. On January 25, 2018, we
and the director defendants filed a motion to dismiss the action. Plaintiff filed his opposition to the motion on March 1, 2018. We and
the director defendants have until March 22, 2018 to file reply papers in further support of the motion. We believe the case is without
merit and intend to defend it vigorously.

ITEM4. MINE SAFETY DISCLOSURES
Not applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

STOCK PERFORMANCE GRAPH

The following graph commences as of December 31, 2012 and compares the Company’s Common Stock with the cumulative
total return for the NASDAQ Composite Index and the Russell 2000 Index. Furthermore, the following graph assumes the investment
of $100 on December 31, 2012 in each of the Company’s Common Stock, the stocks comprising the NASDAQ Composite Index and
the Russell 2000 Index and assumes dividends are reinvested.

Cumulative Total Return
Based on Initial Investment of $100 on December 31, 2012
with dividends reinvested
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Our common stock is quoted on NASDAQ under the symbol “MFIN.” Our common stock commenced trading on May 23,
1996. As of March 13, 2018, there were approximately 349 holders of record of our common stock.

On March 13, 2018, the last reported sale price of our common stock was $4.65 per share. Since our initial public offering, our
common stock has traded at a premium to net asset value per share more frequently than at a discount to net asset value per share, but
there can be no assurance that our stock will trade at a premium in the future.

The following table sets forth, for the periods indicated, the range of high and low closing prices for our common stock on the
Nasdaq Global Select Market.

DISTRIBUTIONS

2017 DECLARED HIGH LOW
Fourth QUATTEY ...........ccoooviiiiiiieiieeeeeeeeeceeeeeeee et $ 0.00 $ 4.09 $ 2.12
Third QUAarter ...................oooviiiiieeeee e 0.00 2.64 2.10
Second QUAKEr ..............ooocviiiiiiiiieeieee e e 0.00 2.93 1.84
First QUAarter.............ocoovviiiiiiiiiieeeeee e 0.00 3.33 1.68
2016

FOurth QUATTET ........ooiieiieieieieeieeeeeeeee ettt $ 0.00 $ 459 § 295
Third QUATTET ......eeeeveeiereieieecte ettt ettt et v ene s 0.05 8.12 3.95
SeCONd QUATTET ....vvievieiiieeiie ettt ettt et eetee v eereeeveeens 0.05 9.42 7.00
FArst QUATTET.......ooiiiiiiieeiiee e et 0.25 9.90 6.11
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We are subject to federal and applicable state corporate income taxes on our taxable ordinary income and capital gains
beginning with our tax year ended December 31, 2016, and are not subject to the annual distribution requirements under Subchapter M
of the Code. Thus, there can be no assurance that we will pay any cash distributions as we may retain our earnings in certain
circumstances to facilitate the growth of our business, to finance our investments, to provide liquidity or for other corporate purposes.

We have adopted a dividend reinvestment plan pursuant to which shareholders may elect to have distributions reinvested in
additional shares of common stock. When we declare a distribution, all participants will have credited to their plan accounts the
number of full and fractional shares (computed to three decimal places) that could be obtained with the cash, net of any applicable
withholding taxes that would have been paid to them if they were not participants. The number of full and fractional shares is
computed at the weighted average price of all shares of common stock purchased for plan participants within the 30 days after the
distribution is declared plus brokerage commissions. The automatic reinvestment of distributions will not release plan participants of
any income tax that may be payable on the distribution. Shareholders may terminate their participation in the dividend reinvestment
plan by providing written notice to the Plan Agent at least 10 days before any given distribution payment date. Upon termination, we
will issue to a shareholder both a certificate for the number of full shares of common stock owned and a check for any fractional
shares, valued at the then current market price, less any applicable brokerage commissions and any other costs of sale. There are no
additional fees or expenses for participation in the dividend reinvestment plan. Shareholders may obtain additional information about
the dividend reinvestment plan by contacting the American Stock Transfer & Trust Company, LLC at 6201 15th Avenue, Brooklyn,
NY, 11219.

ISSUER PURCHASES OF EQUITY SECURITIES

Total Number of Maximum Number of
Shares Purchased Shares (or Approximate
as Part of Publicly Dollar Value) that May Yet
Total Number of Average Price Announced Plans or Be Purchased Under the
Period Shares Purchased Paid per Share Programs Plans or Programs
November 5 through
December 31, 2003........... 10,816 § 9.20 10,816 § 9,900,492
January 1 through
December 31, 2004........... 952,517 9.00 952,517 11,329,294
January 1 through
December 31, 2005........... 389,900 9.26 389,900 7,720,523
January 1 through
December 31, 2006........... — — — 7,720,523
January 1 through
December 31, 2007........... 33,200 9.84 33,200 7,393,708
January 1 through
December 31, 2008........... 7,691 9.66 7,691 7,319,397
January 1 through
December 31, 2009........... — — — 7,319,397
January 1 through
December 31, 2010........... 177,844 6.82 177,844 6,106,354
January 1 through
December 31, 2011........... 8,647 9.06 8,647 6,028,027
January 1 through
December 31, 2012........... — — — 6,028,027
January 1 through
December 31, 2013........... — — — 6,028,027
January 1 through
December 31, 2014........... 576,143 10.21 576,143 14,120,043
January 1 through
December 31, 2015........... 413,193 7.77 413,193 24,398,115
January 1 through
December 31, 2016........... 361,174 422 361,174 22,874,509
January 1 through
December 31, 2017........... — — — 22,874,509
Total ...oooovveeieeiiee e, 2,931,125 8.39 2,931,125
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(1)  We publicly announced our Stock Repurchase Program in a press release dated November 5, 2003, after the Board of Directors
approved the repurchase of up to $10,000,000 of our outstanding common stock, which was increased by an additional
$10,000,000 authorization on November 3, 2004, which was further increased to a total of $20,000,000 in July 2014, and which
was further increased to a total of $26,000,000 in July 2015. The stock repurchase program expires 180 days after the
commencement of the purchases. If we have not repurchased the common stock remaining in the repurchase authorization by
the end of such period, we are permitted to extend the stock repurchase program for additional 180-day periods until we have
repurchased the total amount authorized. In October 2017, we extended the terms of the Stock Repurchase Program. Purchases
were to commence no earlier than November 2017 and conclude 180 days after the commencement of the purchases.

ITEM 6. SELECTED FINANCIAL DATA
Summary Consolidated Financial Data

You should read the consolidated financial information below with the Consolidated Financial Statements and Notes thereto for
the years ended December 31, 2017, 2016, 2015, 2014, and 2013.

Year ended December 31,

(Dollars in thousands, except per share data) 2017 2016 2015 2014 2013
Statement of operations
INvestment iNCOME...........cccvevveeeeeeeeeeee e $ 19,624 $ 25088 $ 42,653 § 41,068 $ 34,929
INEETESt EXPENISE ..vvveeeeeeeiiieeiiie ettt ettt sre e e sre e s 13,770 12,638 9,422 8,543 8,361
Net interest inCome ................cccooeeviiiieeiiiiieeeiee e 5,854 12,450 33,231 32,525 26,568
NoONINtEreSt INCOME.......uuveiiiiiieeeiieeeeeiieeeeieeeeeteeeeeeeeeeeeaeeeeans 107 408 319 509 1,282
OPErating EXPEINSES .. .eeuveenterieriieniierteenieeteeeesteesieenieenreennessaenneas 13,810 22,786 16,724 17,889 15,661
Net investment income (loss) before income taxes................ (7,849) (9,928) 16,826 15,145 12,189
Income tax benefit ........ccveeuieiiieeiiecieeceece e 728 10,047 — — —
Net investment income (loss) after income taxes................... (7,121) 119 16,826 15,145 12,189
Net realized gains (losses) on investments .............ccecveeeveeevenen. (43,744) 457 7,636 (5,607) 692
Net change in unrealized appreciation on Medallion Bank and

other controlled subsidiaries @.........c.cccooevieverciereeeeennn. 9,483 130,121 16,830 15,643 5,060
Net change in unrealized appreciation (depreciation) on

investments V..........cooiiieeee e 8,222 (22,863) (2,295) 6,412 1,020
Net change in unrealized appreciation (depreciation) on

investments other than Securities ..............cceeevverveieereenncnns (2,060) (28,372) (9,621) (2,901) 6,815
Income tax (provision) benefit...........ccecveverenininieninieeee 35,498 (55,947) — — —
Net increase in net assets resulting from operations............. $ 278 $ 23515 $ 29376 $§ 28,692 $ 25776
Per share data
Net investment income (10SS) ........coveveevrevereieeeeeeeeeeeeeennes &) 0.33) ($ 041) $ 0.69 $ 0.60 $ 0.55
Income tax (provision) benefit...........ccecverereniiininiinieieee 1.51 (1.90) — — —
Net realized gains (losses) on investments ............c.cecveeeveevvennen. (1.82) 0.02 0.31 (0.22) 0.03
Net change in unrealized appreciation on investments ) .......... 0.65 3.26 0.2 0.76 0.58
Net increase in net assets resulting from operations.................. $ 001 $ 097 $ 1.20 $ 1.14 § 1.16
Distributions declared per Share ............ccccoeveveivieiericieeerenennns $ 0.00 $ 035 $ 1.00 $ 096 $ 0.90
Weighted average common shares outstanding
BaSIC .ttt 23,919,994 24,123,888 24,315,427 24,850,496 21,850,415
DIIULEA .. 24,053,307 24,173,020 24,391,959 25,073,323 22,225,783
Balance sheet data
NEt INVESLMENLS ....evverevirieeiieieeieeteteteseese ettt $ 610,135 § 652,278 § 606,959 § 527,601 § 473,157
TOtAl ASSELS ..ottt 635,522 689,377 689,050 632,287 595,053
Total funds bOrrowed..........ccceeevveeciieiiiieeiiecieeee e 327,623 349,073 404,540 348,795 314,958
Total [abilities .....ccveeveeeeeeieeieieie et 348,363 403,281 410,962 357,617 321,558
Total shareholders’ equity ........cceoceveerierieiieeeeeeeee e, 287,159 286,096 278,088 274,670 273,495
Managed balance sheet data®
NEt INVESTMENLS ..ottt e $ 1,380,054 $ 1,517,592 $ 1,501,555 $ 1,310,685 $ 1,144,596
TOtAl ASSELS ..ottt 1,565,889 1,605,435 1,631,118 1,469,751 1,305,809
Total funds bOrrowed..........coeveririnerieieceneceeeeee 1,234,371 1,257,515 1,313,436 1,156,735 997,295
Total Habilities .....cceverereriiieienereserceeeeee e 1,278,730 1,319,340 1,353,030 1,195,081 1,032,314
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Year ended December 31,

2017 2016 2015 2014 2013

Selected financial ratios and other data
Return on average assets (ROA) ©
Net investment income (loss) after taxes ..........cccceeveeeenns (1.07)% 0.02% 2.59% 2.51% 2.19%
Net increase in net assets resulting from operations ............ 0.04 3.48 4.53 4.75 4.64
Return on average equity (ROE) @
Net investment income (loss) after taxes ..........cccceeeeeeeenns (2.49) 0.04 6.08 5.48 5.40
Net increase in net assets resulting from operations ............. 0.10 8.49 10.61 10.39 11.42
Weighted average yield..........coccoveveeiiecienineninincnceeeeenee 3.12% 4.17% 7.74% 8.25% 7.60%
Weighted average cost of funds.........cccoeeeveeiiiineneee 2.19 2.10 1.71 1.71 1.82
Net interest margin @ ...........cccoooveeviiieeeeeeeeeeeeeeee e 0.93 2.07 6.03 6.54 5.78
Noninterest income ratio @ ............cccooovieveiiieieeeceeee, 0.02 0.07 0.06 0.10 0.28
Total expense ratio 7 .........cccooveveeevevieieieeeeeeeee e, 1.37) 13.5 4.75 5.31 5.23
Operating expense 1atio® ...........c.coooieveiiecieeeeeee, 2.20 3.78 3.04 3.60 3.41
As a percentage of net investment portfolio
Medallion 10ans.........cooeerieriiiieieeeee e 34% 41% 51% 59% 63%
Commercial 10ans .........ccocoerieiieirieeeeee e 15 13 14 14 13
Investment in Medallion Bank and other controlled

SUDSIAIATIES ...t 49 45 26 26 23
Equity iINVeStMEeNtS........cocverieiieieeiieieeee e 2 1 | | |
InVestment SECUTItIeS. .....cc.eeruiereieieeiieetieieeie e — — 8 — —
Investments t0 asSets @ .........cocoovvveviverevereeieiieeeeee e 96% 95% 88% 83% 80%
Equity t0 @SSets "V 45 42 40 43 46
Debt t0 eqUIty V..o 114 122 145 127 115

(1) Unrealized appreciation (depreciation) on investments represents the increase (decrease) for the year in the fair value of our
investments, including the results of operations for Medallion Bank and other controlled subsidiaries, where applicable.

(2) Includes the balances of wholly-owned, unconsolidated portfolio companies, primarily Medallion Bank.

(3) ROA represents the net investment income after taxes or net increase in net assets resulting from operations, divided by average
total assets, and includes the goodwill impairment of $5,099 in 2016. Excluding the impairment writeoff, the ratio was 0.77% in
2016.

(4) ROE represents the net investment income after taxes or net increase in net assets resulting from operations, divided by average
shareholders’ equity, and includes the goodwill impairment of $5,099 in 2016. Excluding the impairment writeoff, the ratio was
1.88% in 2016.

(5) Net interest margin represents net interest income for the year divided by average interest earning assets, and included interest
recoveries and bonuses of $0 in 2017, $0 in 2016, $817 in 2015, $4,160 in 2014, and $2,326 in 2013, and also included
dividends from Medallion Bank and other controlled subsidiaries of $1,278 in 2017, $3,000 in 2016, $18,889 in 2015, $15,000
in 2014, and $12,000 in 2013. On a managed basis, combined with Medallion Bank, the net interest margin was 6.99%, 6.77%,
6.98%, 7.09%, and 6.66% for 2017, 2016, 2015, 2014, and 2013.

(6) Noninterest income ratio represents noninterest income divided by average interest earning assets.

(7) Total expense ratio represents total expenses (interest expense, operating expenses, and income taxes) divided by average
interest earning assets, and includes the goodwill impairment of $5,099 in 2016. Excluding the impairment writeoff, the ratio
was 12.65% in 2016.

(8) Operating expense ratio represents operating expenses divided by average interest earning assets, and includes the goodwill
impairment of $5,099 in 2016. Excluding the impairment writeoff, the ratio was 2.94% in 2016.

(9) Represents net investments divided by total assets as of December 31.

(10) Represents total shareholders’ equity divided by total assets as of December 31.

(11) Represents total funds borrowed divided by total shareholders’ equity as of December 31.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The information contained in this section should be read in conjunction with the Consolidated Financial Statements and Notes
thereto for the years ended December 31, 2017, 2016, and 2015. In addition, this section contains forward-looking statements. These
forward-looking statements are subject to the inherent uncertainties in predicting future results and conditions. Certain factors that
could cause actual results and conditions to differ materially from those projected in these forward-looking statements are described in
the Risk Factors section on page 19. Additionally, more information about our business activities can be found in “Business”.

CRITICAL ACCOUNTING POLICIES

The SEC has issued cautionary advice regarding disclosure about critical accounting policies. The SEC defines critical
accounting policies as those that are both most important to the portrayal of a company’s financial condition and results, and that
require management’s most difficult, subjective, or complex judgments, often as a result of the need to make estimates about matters
that are inherently uncertain and may change materially in subsequent periods. The preparation of our consolidated financial
statements requires estimates and assumptions that affect amounts reported and disclosed in the financial statements and related notes.
Significant estimates made by us include valuation of loans, equity investments, and investments in subsidiaries, evaluation of the
recoverability of accounts receivable and income tax assets, and the assessment of litigation and other contingencies. The matters that
give rise to such provisions are inherently uncertain and may require complex and subjective judgments. Although we believe that
estimates and assumptions used in determining the recorded amounts of net assets and liabilities at December 31, 2017 are reasonable,
actual results could differ materially from the estimated amounts recorded in our financial statements.

GENERAL

We are a specialty finance company that has historically had a leading position in originating, acquiring, and servicing loans that
finance taxicab medallions and various types of commercial businesses. Recently, our strategic growth has been through a wholly-
owned portfolio company of ours, Medallion Bank, which originates consumer loans for the purchase of recreational vehicles, boats,
motorcycles, and trailers, and to finance small-scale home improvements.

Since Medallion Bank acquired a consumer loan portfolio and began originating consumer loans in 2004, it has increased its
consumer loan portfolio at a compound annual growth rate of 16%. Since 1996, the year in which we became a public company, we
have increased our taxicab medallion loan portfolio at a compound annual growth rate of 2%, and our commercial loan portfolio at a
compound annual growth rate of 4% (5% and 4% on a managed basis when combined with Medallion Bank). In January 2017, we
announced our plans to transform our overall strategy. We are transitioning away from medallion lending and placing our strategic
focus on our growing consumer finance portfolio. Total assets under our management and the management of our unconsolidated
wholly-owned subsidiaries, which includes our managed net investment portfolio, as well as assets serviced for third party investors,
were $1,593,000,000 as of December 31, 2017 and $1,632,000,000 as of December 31, 2016 and have grown at a compound annual
growth rate of 10% from $215,000,000 at the end of 1996.

Our loan-related earnings depend primarily on our level of net interest income. Net interest income is the difference between the
total yield on our loan portfolio and the average cost of borrowed funds. We fund our operations through a wide variety of interest-
bearing sources, such as revolving bank facilities, bank certificates of deposit issued to customers, debentures issued to and guaranteed
by the SBA, and bank term debt. Net interest income fluctuates with changes in the yield on our loan portfolio and changes in the cost
of borrowed funds, as well as changes in the amount of interest-bearing assets and interest-bearing liabilities held by us. Net interest
income is also affected by economic, regulatory, and competitive factors that influence interest rates, loan demand, and the availability
of funding to finance our lending activities. We, like other financial institutions, are subject to interest rate risk to the degree that our
interest-earning assets reprice on a different basis than our interest-bearing liabilities.

We also provide debt, mezzanine, and equity investment capital to companies in a variety of industries, consistent with our
investment objectives. These investments may be venture capital style investments which may not be fully collateralized. Medallion
Capital’s investments are typically in the form of secured debt instruments with fixed interest rates accompanied by an equity stake or
warrants to purchase an equity interest for a nominal exercise price (such warrants are included in equity investments on the
consolidated balance sheets). Interest income is earned on the debt instruments.

We are a closed-end, non-diversified management investment company, organized as a Delaware corporation, under the 1940
Act. We have elected to be treated as a BDC, under the 1940 Act. On March 7, 2018, a majority of the Company’s shareholders
authorized the Company’s Board of Directors to withdraw the Company’s election to be regulated as a BDC under the 1940 Act and
our Board of Directors approved the filing of the Company’s withdrawal form with the SEC to be made on or about April 1, 2018. At
that point, we would no longer be a BDC or be subject to the provisions of the 1940 Act applicable to BDCs.
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For our tax years ended December 31, 2017 and 2016, we did not qualify as a RIC under Subchapter M of the Internal Revenue
Code of 1986, as amended, or the Code, and therefore we became subject to taxation as a corporation under Subchapter C of the Code.
We had in previous years qualified and elected to be treated for federal income tax purposes as a RIC. As a RIC, we generally did not
have to pay corporate-level federal income taxes on any net ordinary income or capital gains that we distributed to our shareholders as
dividends, if we met certain source-of-income and asset diversification requirements. Medallion Bank is not a RIC and must pay
corporate-level US federal and state income taxes. See Note 5 for more information.

Our wholly-owned portfolio company, Medallion Bank, is a bank regulated by the FDIC and the Utah Department of Financial
Institutions which originates consumer loans, raises deposits, and conducts other banking activities. Medallion Bank generally
provides us with our lowest cost of funds which it raises through bank certificates of deposit. To take advantage of this low cost of
funds, historically we have referred a portion of our taxicab medallion and commercial loans to Medallion Bank, who originated these
loans, and have been serviced by MSC. However, at this time Medallion Bank is not originating any new taxi medallion loans and is
working with MSC to service its existing portfolio. The FDIC restricts the amount of taxicab medallion loans that Medallion Bank
may finance to three times Tier 1 capital, or $491,391,000 as of December 31, 2017. MSC earns referral and servicing fees for these
activities. As a non-investment company, Medallion Bank is not consolidated with the Company.

If the Company withdraws its election to be regulated as a BDC, as expected, commencing with the second quarter of 2018, the
Company would no longer be subject to FASB Accounting Standards Codification Topic 946, Financial Services — Investment
Companies, which would result in a significant change in our accounting and financial reporting requirements. Our financial
statements are currently presented and accounted for under the specialized method of accounting applicable to investment companies,
which requires us to recognize our investments, including controlled investments, at fair value. As a BDC, we are currently precluded
from consolidating any entity other than another investment company that acts as an extension of our investment operations and
facilitates the execution of our investment strategy or an investment in a controlled operating company that provides substantially all
of its services to us. Our financial statements currently consolidate the accounts of the Company and its wholly-owned investment
company subsidiaries, except for Medallion Bank and other portfolio investments. Our financial statements reflect our investment in
Medallion Bank and other portfolio investments at fair value, as determined in good faith by our Board of Directors. Medallion Bank’s
financial statements are separately provided as a significant unconsolidated wholly-owned subsidiary. If the Company withdraws its
election to be regulated as a BDC, the Company will consolidate the financial statements of Medallion Bank and controlled or
majority-owned portfolio investments together with those of the Company.

Realized gains or losses on investments are recognized when the investments are sold or written off. The realized gains or losses
represent the difference between the proceeds received from the disposition of portfolio assets, if any, and the cost of such portfolio
assets. In addition, changes in unrealized appreciation or depreciation on investments are recorded and represent the net change in the
estimated fair values of the portfolio assets at the end of the period as compared with their estimated fair values at the beginning of the
period. Generally, realized gains (losses) on investments and changes in unrealized appreciation (depreciation) on investments are
inversely related. When an appreciated asset is sold to realize a gain, a decrease in the previously recorded unrealized appreciation
occurs. Conversely, when a loss previously recorded as unrealized depreciation is realized by the sale or other disposition of a
depreciated portfolio asset, the reclassification of the loss from unrealized to realized causes a decrease in net unrealized depreciation
and an increase in realized loss.

Our investment in Medallion Bank, as a wholly owned portfolio investment, is also subject to quarterly assessments of fair
value. We conduct a thorough valuation analysis as discussed previously, and determine whether any factors give rise to a valuation
different than recorded book value, including various regulatory restrictions that were established at Medallion Bank’s inception, by
the FDIC and State of Utah, and also by additional marketplace restrictions, such as the ability to transfer industrial bank charters.
Because of these restrictions and other factors, our Board of Directors had previously determined that Medallion Bank had little value
beyond its recorded book value. As a result of this valuation process, we had previously used Medallion Bank’s actual results of
operations as the best estimate of changes in fair value, and recorded the results as a component of unrealized appreciation
(depreciation) on investments. In the second quarter of 2015, we first became aware of external interest in Medallion Bank and its
portfolio assets at values in excess of their book value. Expression of interest in Medallion Bank from both investment bankers and
interested parties has continued through 2016 and 2017. We incorporated these new factors in the Medallion Bank fair value analysis,
and the Board of Directors determined that Medallion Bank had a fair value in excess of book value. In addition, in the third quarter of
2016 there was a court ruling involving a marketplace lender that the Company believes heightens the interest of marketplace lenders
to acquire or merge with Utah industrial banks. We also engaged a valuation specialist to assist the Board of Directors in its
determination of Medallion Bank’s fair value, and this appreciation of $15,500,000 was thereby recorded in 2015, and additional
appreciation of $128,918,000 was recorded in 2016 and $7,849,000 was recorded in 2017. See Note 3 for additional information about
Medallion Bank.
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Trends in Investment Portfolio

Our investment income is driven by the principal amount of and yields on our investment portfolio. To identify trends in the
balances and yields, the following table illustrates our investments at fair value, grouped by medallion loans, commercial loans, equity
investments, and investment securities, and also presents the portfolio information for Medallion Bank, at the dates indicated.

December 31, 2017 December 31, 2016 December 31, 2015
Interest Investment Interest Investment Interest Investment

(Dollars in thousands) Rate Balances Rate (" Balances Rate Balances
Medallion loans
NEW YOIK....oviiiiiiiieieieeeeeeee e 4.23% $ 167,226 3.67% $ 202,469 3.72% $ 213,356
NEWATK....coooiiiiiiiieece e 5.34 21,935 5.27 23,267 5.26 24,585
CRICAZO ..vevveeeieeieeieeie ettt re e e 4.74 19,436 4.54 38,091 4.87 39,406
BOSTON ... 4.51 18,564 4.52 25,857 4.63 26,436
Cambridge. .......eovevvereereieeieieiee e 4.55 773 4.47 4,401 4.64 6,607
OFNET . 7.95 482 7.26 965 7.27 1,043
Total medallion loans...................ccccooovvnnnennnnnn. 4.41 228,416 4.01 295,050 4.09 311,433
Deferred loan acquisition COStS.........cceeerveruennenee. 201 289 413
Unrealized depreciation on loans.............cc......... (20,338) (28,523) (3,438)
Net medallion loans..................cooccvvieeiiiiinnnn. M m “ﬂ
Commercial loans
Secured MEZZANINE .....cc.veeeeeeeeeeeeeeeeeeeeeeeeeeeereseens 12.09% $ 88,334 13.47% $ 76,469 13.59% $ 67,849
ASSEtbased ......oooeevveiiiieeee e — — — — 5.82 3,750
Other secured commercial ..........ccoocveevveveeiveeennns 9.39 2,477 9.33 8,657 10.68 12,622
Total commercial loans.............................ccoe. 12.02 90,811 13.05 85,126 12.80 84,221
Deferred loan acquisition income ........................ (110) (114) (87)
Unrealized depreciation on loans......................... (513) (1,378) (2,239)
Net commercial loans...................c.cccccooevvennnn, W M m
Investment in Medallion Bank and other

controlled subsidiaries ...................cccocoeneee.... 0.83% §$ 143,227 2.13% $ 140,610 12.74% § 141,273
Unrealized appreciation on subsidiary

INVESTMENTS. ...vvviiiiiiiiiiiiieeee e 158,920 152,750 18,640
Investment in Medallion Bank and other

controlled subsidiaries ................ocoevvveenn.. $ 302,147 $ 293,360 $ 159,913
Equity investments................c.ccocceveeveienennnnn, __0.00% $ 6,400  0.00% $ 4534 0.72% $ 4277
Unrealized appreciation on equities..................... 3,121 3,934 2,582
Net equity investments.....................cocoovereuennnnnn. 9,521 $ 8,468 $ 6,859
Investment securities ................ccooceveveevennennns —% $ — —% $ — 0.35% $ 49,902
Unrealized depreciation on investment securities — — (18)
Net investment securities.......................ccoeennnes 5 — $—— ﬂ
Investments at cost @ ...........cccoovvvrieieeennnn. 4.73% $ 468,854 494% $ 525,320 7.06% $ 591,106
Deferred loan acquisition CoSts ...........c.ccceveurnnnee. 91 175 326
Unrealized appreciation on controlled

subsidiaries, equity investments, and

investment SECUriti€s ........ccooevvvvevveivnriieieennn. 162,041 156,684 21,204
Unrealized depreciation on loans......................... (20,851) (29,901) (5,677)
Net INVeStments ..............ccccoeevvveeivveeveieceeeeeeen, $ 610,135 $ 652,278 $ 606,959
Medallion Bank investments
Consumer 1oans..............c...ccoeeeevviveeeceeeeeeennn 15.02% $ 693,289 1427% $ 708,524 14.06% $ 626,132
Medallion 1oans ...............c..cococoevvvieiniiinieeeee, 4.30 222,252 3.75 296,436 3.84 338,285
Commercialloans .................cccccooeeeiieiiiinnnnn... 2.28 1,598 3.40 2,567 5.23 44,634
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December 31, 2017 December 31, 2016 December 31, 2015

Interest Investment Interest Investment Interest Investment

(Dollars in thousands) Rate @ Balances Rate " Balances Rate Balances
Investment securities .........................ccoeeeeeii, 2.40 43,582 2.27 37,420 2.30 35,713
Medallion Bank investments at cost @................ 11.94 960,721 10.83 1,044,947 9.97 1,044,764
Deferred loan acquisition COStS ............cccocevrvevnnnnn. 11,097 12,371 11,400
Unrealized depreciation on investment securities..... (368) (797) (501)
Premiums paid on purchased securities ................. 265 238 311
Unrealized depreciation on loans........................... (63,417) (54,819) (24,081)
Medallion Bank net investments......................... $ 908,298 $ 1,001,940 $ 1,031,893

(1) Represents the weighted average interest or dividend rate of the respective portfolio as of the date indicated.
(2) The weighted average interest rate for the entire managed loan portfolio (medallion, commercial, and consumer loans) was
10.89%, 9.74%, and 9.03% at December 31, 2017, 2016, and 2015.

PORTFOLIO SUMMARY
Total Portfolio Yield

The weighted average yield (which is calculated by dividing the aggregate yield of each investment in the portfolio by the
aggregate portfolio balance and does not include expenses and sales load for any offering) of the total portfolio at December 31, 2017
was 4.73% (6.58% for the loan portfolio), a decrease of 24 basis points from 4.97% at December 31, 2016, which was a decrease of
209 basis points from 7.06% at December 31, 2015. The decreased yield from 2015 was primarily attributable to the decreased yield
in our investment in Medallion Bank and other controlled subsidiaries. The weighted average yield of the total managed portfolio at
December 31, 2017 was 10.61% (10.89% for the loan portfolio), an increase of 111 basis points from 9.50% at December 31, 2016,
which was an increase of 97 basis points from 8.53% at December 31, 2015. The increased yield of the total managed portfolio was
mainly due to the higher yield of the total managed commercial portfolio, driven by our exit from the asset-based lending business
which had a lower average yield in comparison to our mezzanine and other secured commercial loans, and the higher yield of our
consumer loans.

Medallion Loan Portfolio

Our medallion loans comprised 34% of the net portfolio of $610,135,000 at December 31, 2017, compared to 41% of the net
portfolio of $652,278,000 at December 31, 2016, and 51% of $606,959,000 at December 31, 2015. Our managed medallion loans of
$388,001,000 comprised 28% of the net managed portfolio of $1,380,054,000 at December 31, 2017, compared to 35% the net
managed portfolio of $1,517,592,000 at December 31, 2016, and 43% of $1,501,555,000 at December 31, 2015. The medallion loan
portfolio decreased by $58,537,000 or 22% in 2017 (and decreased by $140,642,000 or 27% on a managed basis). The decreases in
outstandings were primarily concentrated in the New York and Chicago markets, although all markets declined, and reflected
increased realized and unrealized losses and net amortization of loan principal. Total medallion loans serviced for third parties were
$26,349,000, $24,796,000, and $26,959,000 at December 31, 2017, 2016, and 2015.

The weighted average yield of the medallion loan portfolio at December 31, 2017 was 4.41%, an increase of 40 basis points
from 4.01% at December 31, 2016, which was a decrease of 8 basis points from 4.09% at December 31, 2015. The weighted average
yield of the managed medallion loan portfolio at December 31, 2017 was 4.36%, an increase of 48 basis points from 3.88% at
December 31, 2016, which was a decrease of 8 basis points from 3.96% at December 31, 2015. The fluctuation in yield primarily
reflected the repricing of the existing portfolio to current market interest rates. At December 31, 2017, 27% of the medallion loan
portfolio represented loans outside New York, compared to 31% at year-end 2016 and 2015. At December 31, 2017, 19% of the
managed medallion loan portfolio represented loans outside New York, compared to 24% and 26% at year-end 2016 and 2015.

Commercial Loan Portfolio

Our commercial loans represented 15% of the net investment portfolio as of December 31, 2017, compared to 13% and 14% at
December 31, 2016 and 2015, and were 7%, 6%, and 8% on a managed basis. Commercial loans increased by $6,554,000 or 8%
during 2017 (increased by $5,583,000 or 6% on a managed basis), primarily reflecting the growth in the mezzanine loan portfolio. Net
commercial loans serviced for third parties were $747,000 at December 31, 2017 and $1,644,000 at December 31, 2016, and serviced
by third parties were $3,419,000 at December 31, 2015.
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The weighted average yield of the commercial loan portfolio at December 31, 2017 was 12.02%, a decrease of 103 basis points
from 13.05% at December 31, 2016, which was an increase of 25 basis points from 12.80% at December 31, 2015. The weighted
average yield of the managed commercial loan portfolio at December 31, 2017 was 11.85%, a decrease of 91 basis points from
12.76% at December 31, 2016, which was an increase of 258 basis points from 10.18% at December 31, 2015. The decreases
primarily reflected the recent lower rates on certain of the mezzanine loans. At December 31, 2017, variable-rate loans represented 0%
of the commercial portfolio, compared to 7% and 9% at December 31, 2016 and 2015, and were 0%, 7%, and 38% on a managed
basis.

Consumer Loan Portfolio

Our managed consumer loans, all of which are held in the portfolio managed by Medallion Bank, represented 49% of the
managed net investment portfolio as of December 31, 2017, compared to 46% and 41% at December 31, 2016 and 2015. Medallion
Bank originates fixed rate consumer loans secured by recreational vehicles, boats, trailers, and home improvements located in all 50
states. The portfolio is serviced by a third party subsidiary.

The consumer loans declined by $17,183,000 or 2% during 2017, reflecting the sale of $221,000,000 of consumer loans to a
third party investor in 2017, partially offset by strong origination growth during the year.

The weighted average gross yield of the managed consumer loan portfolio was 15.02% at December 31, 2017, compared to
14.27% and 14.06% at December 31, 2016 and 2015. The increase in yield primarily reflected the sales in 2017 of $221,000,000 of
mostly lower-yielding home improvement loans. Adjustable rate loans represented 7% of the managed consumer portfolio at
December 31, 2017, compared to 12% and 20% at December 31, 2016 and 2015, reflecting Medallion Bank no longer offering
variable rate recreation loans since January 2014.

Delinquency and Loan Loss Experience

We generally follow a practice of discontinuing the accrual of interest income on our loans that are in arrears as to payments for
a period of 90 days or more. We deliver a default notice and begin foreclosure and liquidation proceedings when management
determines that pursuit of these remedies is the most appropriate course of action under the circumstances. A loan is considered to be
delinquent if the borrower fails to make a payment on time; however, during the course of discussion on delinquent status, we may
agree to modify the payment terms of the loan with a borrower that cannot make payments in accordance with the original loan
agreement. For loan modifications, the loan will only be returned to accrual status if all past due interest and principal payments are
brought fully current. For credit that is collateral based, we evaluate the anticipated net residual value we would receive upon
foreclosure of such loans, if necessary. There can be no assurance, however, that the collateral securing these loans will be adequate in
the event of foreclosure. For credit that is cash flow-based, we assess our collateral position, and evaluate most of these relationships
as ongoing businesses, expecting to locate and install a new operator to run the business and reduce the debt.

For the consumer loan portfolio, the process to repossess the collateral is started at 60 days past due. If the collateral is not
located and the account reaches 120 days delinquent, the account is charged off to realized losses. If the collateral is repossessed, a
realized loss is recorded to write the collateral down to its net realizable value, and the collateral is sent to auction. When the collateral
is sold, the net auction proceeds are applied to the account, and any remaining balance is written off as a realized loss, and any excess
proceeds are recorded as a realized gain. Proceeds collected on charged off accounts are recorded as realized gains. All collection,
repossession, and recovery efforts are handled on behalf of Medallion Bank by the servicer.

The following table shows the trend in loans 90 days or more past due as of December 31.

2017 2016 2015

(Dollars in thousands) Amount %" Amount %" Amount %"
Medallion 10ans ...............cccooooiiiiiiiiiceicceeeecee e $ 59,701 18.7% $ 71,976 18.9% $ 11,880 3.0%
Commercial loans

Secured MEZZANINE .........ceeeeviiierieeeieeeeeeeeee e — 0.0 1,390 04 1,390 0.4
Other secured commercial .............cccoueeeeiiiiiieiiiececee e 749 0.2 734 0.2 945 0.2
Total commercial loans..................c.cooooivviiiiiiiieiiiieeeee e 749 0.2 2,124 0.6 2,335 0.6
Total loans 90 days or more past due.......................cocco......... $ 60,450 18.9% $ 74,100  19.5% § 14,215 3.6%
Total Medallion Bank 10ans .................ccocooovueeeeeiieneeenn. $ 16,115 1.8% §$ 42,269 42% $ 17,154 1.7%
Total managed loans 90 days or more past due..................... $ 76,565 62% $§ 116,369 8.4% $ 31,369 2.2%
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(1) Percentages are calculated against the total or managed loan portfolio, as appropriate.

A third party finance company sold various participations in asset based loans to Medallion Business Credit and Medallion
Bank. In April 2013, the aggregate balance of the participations was approximately $13.8 million, $12.9 million of which were held
by Medallion Bank. That amount was divided between seven separate borrowers operating in a variety of industries. In April 2013, the
third party finance company became the subject of an involuntary bankruptcy petition filed by its bank lenders. Among other things,
the bank lenders alleged that the third party finance company fraudulently misrepresented its borrowing availability under its credit
facility with the bank lenders and are seeking the third party finance company’s liquidation. In May 2013, the bankruptcy court
presiding over the third party finance company’s case entered an order converting the involuntary chapter 7 case to a chapter 11 case.
We and Medallion Bank have placed these loans on nonaccrual, and reversed interest income. In addition, we have established
valuation allowances against the outstanding balances. On May 31, 2013, we commenced an adverse proceeding against the third
party finance company and the bank lenders seeking declaratory judgment that our loan participations are true participations and not
subject to the bankruptcy estate or to the bank lender’s security interest in the third party finance company’s assets. The third party
finance company and bank lenders are contesting our position. In April 2014, we and Medallion Bank received a decision from the
court granting summary judgment in our favor with respect to the issue of whether our loan participations are true participations. In
March 2015, we and Medallion Bank received a decision from the court finding that the bank lenders generally held a first lien on our
and Medallion Bank’s loan participations subject to, among other things, defenses still pending prosecution by the parties and
adjudication by the court. We and Medallion Bank are appealing the decision. The remaining issues are still being litigated. Although
we believe the claims raised by the third party finance company and the bank lenders are without merit and will vigorously defend
against them, we cannot at this time predict the outcome of this litigation or determine our potential exposure. At December 31, 2017,
five of the seven secured borrowers had refinanced their loans in full with third parties, and the related proceeds are held in escrow
pending resolution of the bankruptcy proceedings. In September 2015, one loan was sold at a discount to a third party, and the related
proceeds are held in escrow pending resolution of the bankruptcy proceedings. One loan was charged off in September 2014. The
balances related to the paid off loans have been reclassified to other assets on the consolidated balance sheet. The table below
summarizes these receivables and their status with the Company and Medallion Bank.

(Dollars in thousands) The Company Medallion Bank Total
Loans outstanding............ccecveveveeereriieeerieereeeeevee e $ 258 $ 1,953 $ 2,211
Loans charged off ..........cocoovoiieiiiieeeceeeeeeee e (258) (1,953) (2,211)

Valuation alloWance ............cccveeeeeveeeeeieeeeeeeeeeeeeee e — — —

Net loans outstanding .........c.cceceeeeeierieieneneneee e — — —

Other 1€CEIVADIES ....cvvvieiiiiiieeeieeee e 590 11,062 11,652
Valuation allowance ...........cccceeevierieeriieneeeeie e eree e (251) (5,901) (6,152)
Net other 1eCeivVables .........ooovvviiiiiiiiiieeceeeeeeeeeeee e 339 5,161 5,500
Total net outstanding ...........cceevveeveeeierierieeieeieseesieere e eeees 339 5,161 5,500
Income foregone in 2017 .......coeeeeiieiieiieeeiecieeee e — — —
Total inCOME fOregONE .......c.ovevevieiereeiicieeeeeeiereeeee e $ 74§ 108 $ 182

(1) The income foregone on the charged off loan was $99 for the Company and $213 for Medallion Bank.

The recent increases in medallion delinquencies reflected our borrowers experiencing declining cash flows due to competitive
internet ride hailing services and decreases in medallion values putting stress on certain of our borrowers, all of whom we continue to
work with. We have vigorously pursued strategies to offset these declines which have included adding personnel to the collection
staff, receiving principal reductions as loans renew, and requiring additional collateral so as to offer temporary solutions until cash
flows improve. Additionally, we have had some success in assisting delinquent customers in selling their medallions to new owners
putting a reasonable amount of cash equity into the sale so as to reduce our exposure on the collateral. This in turn has improved the
overall cash flow to debt service ratio. Medallion Bank delinquencies have declined during 2017 due to an increase in medallion loan
charge-offs during the year.

We monitor delinquent loans for possible exposure to loss by analyzing various factors, including the value of the collateral
securing the loan and the borrower’s prior payment history. Under the 1940 Act, our loan portfolio must be recorded at fair value or
“marked-to-market.” Unlike other lending institutions, we are not permitted to establish reserves for loan losses. Instead, the valuation
of our portfolio is adjusted quarterly to reflect our estimate of the current realizable value of our loan portfolio. Since no ready market
exists for this portfolio, fair value is subject to the good faith determination of our Board of Directors. Because of the subjectivity of
these estimates, there can be no assurance that in the event of a foreclosure or the sale of portfolio loans we would be able to recover
the amounts reflected on our balance sheet.
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In determining the value of our portfolio, the Board of Directors may take into consideration various factors such as the
financial condition of the borrower and the adequacy of the collateral. For example, in a period of sustained increases in market
interest rates, the Board of Directors could decrease its valuation of the portfolio if the portfolio consists primarily of long-term, fixed-
rate loans. Our valuation procedures are designed to generate values that approximate that which would have been established by
market forces, and are therefore subject to uncertainties and variations from reported results. Based upon these factors, net unrealized
appreciation or depreciation on investments is determined, based on the fluctuations of our estimate of the current realizable value of
our portfolio from our cost basis.

The following table sets forth the pretax changes in our unrealized appreciation (depreciation) on investments, for the years
ended December 31, 2017, 2016, and 2015.

Investments Investments
Medallion Commercial in Equity Investment Other Than

(Dollars in thousands) Loans Loans Subsidiaries Investments Securities Securities Total
Balance December 31,2014.... $ — $ 2949 $§ 5698 $ 1,608 $ — $ 38,645 § 43,002
Net change in unrealized
Appreciation on investments..... — — 18,132 1,141 — (9,621) 9,652
Depreciation on investments..... (3,568) (176) 586 (1,426) (18) (68) (4,670)
Reversal of unrealized

appreciation

(depreciation) related to

realized
Gains on investments................ — — (4,809) ) — — (4,818)
Losses on investments............... 130 886 — 301 — 1,317
Other™ .....ooovvveeiieeeeeeeeen, — — (967) 967 — — —
Balance December 31, 2015.... (3,438) (2,239) 18,640 2,582 (18) 28,956 44,483
Net change in unrealized ........
Appreciation on investments..... — — 133,805 2,979 7 (28,372) 108,419
Depreciation on investments..... (28,028) 318 305 — 5 — (27,400)
Reversal of unrealized

appreciation

(depreciation) related to

realized
Gains on investments................ — — — (1,627) — — (1,627)
Losses on investments............... 2,943 543 — — 12 — 3,498
Other ...oocvveeevieeeeeeeeeeee — — — — (6) — (6)
Balance December 31, 2016.... (28,523) (1,378) 152,750 3,934 — 584 127,367
Net change in unrealized
Appreciation on investments..... — — 6,170 2,060 — (821) 7,409
Depreciation on investments..... (37,335) (410) — 277) — (1,253) (39,275)
Reversal of unrealized

appreciation

(depreciation) related to

realized
Gains on investments................ — — — (3,082) — — (3,082)
Losses on investments............... 45,520 1,275 — 486 — — 47,281
Other ....ccoveviieiieeeeeeeee, — — — — — — —
Balance December 31, 2017 ($ 20,338) ($ 513) $ 158920 $ 3,121 $ — ($ 14900 $ 139,700

(1) Reclassification of Medallion Motorsports from equity investments to controlled subsidiaries.
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The following table presents credit-related information for the investment portfolios as of December 31.

(Dollars in thousands) 2017 2016 2015
Total loans
Medallion 10ans ...........cceeeeveeerieeieecieecreeeee e $ 208,279 $ 266,816 $ 308,408
Commercial 10anS ..........cccvevvveeiiiieeeeeeeeeeeee e 90,188 83,634 81,895
Totalloans ...............ccooeviiii 298,467 350,450 390,303
Investments in Medallion Bank and other

controlled subsidiaries ............coceevveeveriereeennenn. 302,147 293,360 159,913
Equity investments ) ...........cccoeeiririinneeeen 9,521 8,468 6,859
Investment SECUTILIES ......vvvvveviieieiiieieeeiieeieeee e — — 49,884
Net INVEStMENTS ..........ooveeeeeeeeeeeeeeeeeeeeeeeeeeeenes $ 610,135 $ 652,278 $ 606,959
Net investments at Medallion Bank and other

controlled subsidiaries .........cccoeeveeeeeeeeeeeeeeeeeenn. S 908,297 $ 1,001,940 $ 1,031,893
Managed net investments................c.cccoecveerneennen. S 1,380,054 $ 1,517,592 $ 1,501,555
Unrealized appreciation (depreciation) on

investments
Medallion 10ans ............ccoeeveeiiieeeereieeeeereeeieenn (6} 20,338) ($ 28,523) (§ 3,438)
Commercial 10ans ..........coocoveeviieiieieieee e (513) (1,378) (2,239)
Total 10ans ............c.ccoovvviivieiieieeeeecee e, (20,851) (29,901) (5,677)
Investments in Medallion Bank and other

controlled SUbSIAIArIes .......c.ceeveveeeeeereeereeeerenen. 158,920 152,750 18,640
Equity investments............ceceeeeeeveneneneneneneneeeenn 3,121 3,934 2,582
Investment SECUTIties .........cvevververiienreerierieeee e — — (18)

Total unrealized appreciation (depreciation) on
INVEStMENtS ...........coooovvivrieieiieicie e, $ 141,190  $ 126,783  § 15,527

Net unrealized depreciation on investments at
Medallion Bank and other controlled

SUDSIAIATICS. . .cveeeeeereneereienteeercee e & 63,785) (§ 55,616) ($ 24,582)
Managed total unrealized depreciation on
INVEStMENtS ...........ooovvivrieiiiieieeieeesen, $ 77405 § 71,167 (8 9,055)

Unrealized appreciation (depreciation) as a %
of balances outstanding ®

Medallion 10ans ..........cceeeeriiereeecieeienieneee e (8.90%) (9.67%) (1.10%)
Commercial 10ans ..........ccoecveeerienieienesieeeeeee. (0.57) (1.62) (2.66)
Total 10ans ..........cccoooiiiiiiiiiiiieeeeee e, (6.53) (7.87) (1.43)
Investments in Medallion Bank and other

controlled subsidiaries .............ccooevvevvereveereenennnn. 110.96 108.63 13.19
Equity investments............cceeeeerieneenieenieniesie e 48.77 86.77 60.39
Investment SECUrIties ........cceeeveevreerreeiieeere e, — — —
Net investments ......................coooovieeeiiieeeeieeeenn 30.11 24.13 2.63
Net investments at Medallion Bank and other

controlled subsidiaries ............cocveeveeeveriireeennenn. (6.64%) (5.32%) (2.35%)
Managed net investments...............c...ccocceerveennnen. 5.99% 4.96% (0.60%)

(1) Represents common stock, warrants, preferred stocks, and limited partnership interests held as investments.

(2)  Unlike other lending institutions, we are not permitted to establish reserves for loan losses. Instead, the valuation of our portfolio
is adjusted quarterly to reflect estimates of the current realizable value of the investment portfolio. These percentages represent
the discount or premium that investments are carried on the books at, relative to their par or gross value.
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The following table presents the gain/loss experience on the investment portfolio for the years ended December 31, 2017, 2016,
and 2015.

(Dollars in thousands) 2017 2016 2015
Realized gains (losses) on loans and equity investments
Medallion 10ans ...........ccooeeveieuieeeeeeeeeeeeeeeeeee e $ 49,609 (S 2,938) ($ 140)
Commercial 10ans™............cooooviiiieeeeeeeeeeeeeeeee e (1,412) 1,284 (946)
Total 10anS .........cocviiiiiiiieiice e (51,021) (1,654) (1,086)
Investments in Medallion Bank and other controlled

SUDSIAIATIES ...ttt e e e et eeenns — 214 8,108
Equity inVeStMeNts. ......cceecveriinierinineeeeieeenenese e 7,277 1,884 614
INVEStMENt SECUTTLICS. . cuveeeriereieeiieeiieeiieeiee et e evee e e ere e — 13 —
Total realized gains (losses) on loans and equity

INVESTIMENTS ..o ($ 43,744 $ 457 $ 7,636
Net realized losses on investments at.............cceceveeeereenreenenns
Medallion Bank and other controlled subsidiaries.................. (43,256) (35,341) (10,388)
Total managed realized gains (losses) on loans and

eqUity INVESTMENS...............ccoceveviiriieieteeeeeeieeeee e ($ 87,0000 (8 34,884) (% 2,752)
Realized gains (losses) as a % of average balances

outstanding
Medallion 10anS ........cccevieiierieiieieeeeeeeee e (17.76%) (0.97%) (0.04%)
Commercial 10ans ..........ccoocveeierierieiee e (1.71) 1.49 (1.23)
Total 10ANS .......coeoviiiiiiiiieceeeeeee e (14.10) (0.42) (0.28)
Investments in Medallion Bank and other controlled

SUDSIAIATICS ....evveeeerieeieeeiieeteeereesteesveesaeeseveesaeeseaeeeneenes — 0.14 6.07
Equity inVeStMENtS. ......coeeveniinieriniinieeereicienesieeee e 119.20 41.15 10.87
INVEStMENt SECUTTLICS. . cuviereriereieeiieeireeiie e eree e e e — 0.01 —
Net investments ..............cccoooeviiiiiiiiiiieeieeceecee e (8.50) 0.08 1.40
Net investments at Medallion Bank and other controlled

SUDSIAIAIICS ....veevveeeieeieeeiieeiieit ettt (4.19%) (3.33%) (1.06%)
Managed net investments..................cccoeevieeveeieneeneeneenene (6.19%) (2.34%) (0.20%)

(1) Includes $2,056 of gain recognized on the sale of the asset based lending portfolio in 2016.

The table below summarizes pre-tax components of unrealized and realized gains and losses in the investment portfolio for the
years ended December 31, 2017, 2016, and 2015.

(Dollars in thousands) 2017 2016 2015
Net change in unrealized appreciation (depreciation) on

investments
Unrealized appreciation ...........c.ooeeveveuieveveeieeererieeeseeeereeeseseeeeene s $ 2,060 $ 2,986 $ 288
Unrealized depreciation ...........cooeieieeeeieieieee e (38,022) (27,705) (3,822)
Net unrealized appreciation on investments in Medallion Bank and

other controlled subSIdIaries ...........cooevvveivevviiieiieeeeeeeee e 9,483 130,121 21,638
Realized GAINS.......covveviieiieieeieeieeee ettt (3,082) (1,627) (4,818)
ReEAlIZEA 10SSES....cooevviieeeeie et 47,281 3,498 1,317
Net unrealized losses on investments other than securities and

OTNET ASSELS ...euvieiieiiieiieeie ettt e e e (2,075) (28,387) (9,689)
TOtAL.....coiiiiiiiii e $ 15,645 3 78,886 $ 4,914
Net realized gains (losses) on investments
Realized @aINS........ccveviiveeieiiieeietiiecereeee ettt $ 3,082 §$ — 3 4,818
REAliZEd 10SSES....ueeeieiieiieieeieieeee et (47,281) (3,486) (1,317)
(0 111S) o o1 11 1SRRI 4,684 4,140 4,261
Direct char@eoffs .......c.oeoiiiieiieieeee e (4,229) (197) (126)
TOtAL ... e () 43,744) $ 457 § 7,636
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Investment in Medallion Bank and Other Controlled Subsidiaries

Investment in Medallion Bank and other controlled subsidiaries were 49%, 45%, and 26% of our total portfolio at December 31,
2017, 2016, and 2015. The portfolio company investments primarily represent the wholly-owned unconsolidated subsidiaries of ours,
substantially all of which is represented by our investment in Medallion Bank. In addition, to facilitate maintenance of Medallion
Bank’s capital ratio requirement and to provide the necessary capital for continued growth, we periodically make capital contributions
to Medallion Bank, including $3,000,000 in 2016 and $8,000,000 in 2015. Separately, Medallion Bank declared dividends to us of
$3,000,000 in 2016 and $18,000,000 in 2015. See Note 3 of the consolidated financial statements for additional information about
these investments.

Equity Investments

Equity investments were 2% of our total portfolio at December 31, 2017, and were 1% as of December 31, 2016 and 2015.
Equity investments were 1%, 1%, and less than 1% of our total managed portfolio at December 31, 2017, 2016, and 2015. Equity
investments are comprised of common stock, warrants, preferred stock, and limited partnership interests.

Investment Securities

Investment securities were 0%, 0%, and 8% of our total portfolio at December 31, 2017, 2016, and 2015. Investment securities
were 3%, 2%, and 6% of our total managed portfolio at December 31, 2017, 2016, and 2015. The investment securities are primarily
U.S. Treasury bills and adjustable-rate mortgage-backed securities purchased by us and Medallion Bank to better utilize required cash
liquidity.

Trend in Interest Expense

Our interest expense is driven by the interest rates payable on our short-term credit facilities with banks, bank certificates of
deposit, fixed-rate, long-term debentures issued to the SBA, and other short-term notes payable. We established a medallion lending
relationship with DZ Bank in December 2008 that provided for growth in the portfolio at generally lower rates than under prior
facilities. In addition, Medallion Bank began raising brokered bank certificates of deposit during 2004, which were at our lowest
borrowing costs. As a result of Medallion Bank raising funds through certificates of deposit as previously noted, we were able to
transfer certain of our medallion loans and related assets to Medallion Bank allowing us and our subsidiaries to use cash generated
through these transactions to retire debt with higher interest rates. In addition, Medallion Bank is able to bid on these deposits at a
wide variety of maturity levels which allows for improved interest rate management strategies.

Our cost of funds is primarily driven by the rates paid on our various debt instruments and their relative mix, and changes in the

levels of average borrowings outstanding. See Note 4 to the consolidated financial statements for details on the terms of all
outstanding debt. Our debentures issued to the SBA typically have terms of ten years.
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We measure our borrowing costs as our aggregate interest expense for all of our interest-bearing liabilities divided by the
average amount of such liabilities outstanding during the period. The following table shows the average borrowings and related
borrowing costs for the years ended December 31, 2017, 2016, and 2015. Our average balances decreased during the year reflecting
the fluctuations in the investment portfolio and Medallions Bank’s average decreased, mainly reflecting the sale of $221,000,000 of
consumer loans to a third party, offset by strong growth in the consumer loan portfolio. The increase in borrowing costs reflected the
increase of interest rates and changes in our borrowing mix, and Medallion Bank’s lengthening of the maturity profile of its
certificates of deposit.

Average

Interest Average Borrowing
(Dollars in thousands) Expense Balance Costs
December 31, 2017
DZ 10N ...t et $ 2,892 § 102,894 2.81%
Notes payable to Danks ..........ccceecverierieriieiinierieeee e 3,164 84,219 3.76
SBA debentures and bOITOWINGS ........ccecvevueenieeniieienieneeeeie e, 3,099 80,284 3.86
Preferred SECUTILIES ...ouviiiiieriiecieecieece ettt 1,111 33,000 3.37
REtail NOTES ...veeeiieeiieciieceece ettt e 3,504 33,625 10.42
TOLAL.....oeoiiieee e $ 13,7770 $ 334,022 4.12
Medallion Bank bOrrowings ..........cccceeeevieiereneneninceieieeees 13,869 913,072 1.52
Total managed borrowings .............cccccoooeniiniiiciiinienieneeen, $ 27,639 § 1,247,094 2.22
December 31,2016 ............cooooimmiiiiieiieieeeeee e
DZ 10N c.....c.iiiiiiieieeie ettt et $ 2,670 $ 119,492 2.23%
Notes payable to banks ..........ccoccvevierieecieiieiieneee e 3,119 105,893 2.95
SBA deDENtUIES ......ooovvviiiiiiieeeeeeeeeee e 3,134 79,175 3.96
Preferred SECUITHES .....oovuvviiiieiiee et 945 33,000 2.87
ReEtail NOTES ... 2,501 23,748 10.53
Margin LOANS ........cevuieriieiieieeeieriiee ettt ees 269 18,997 1.42
TOCAL.....oeiiiieiee e e et $ 12,638 $ 380,305 3.32
Medallion Bank borrowings ..............ccccccoevveviieviiiiencienienieenennn, 11,762 924,235 1.27
Total managed borrowings $§ 24400 $ 1,304,540 1.87
December 31, 2015 ...
Revolving lines of credit........ccooveiieiieriiiieeeeee e, $ 2,413 $ 122,482 1.97%
Notes payable to banks ..........cccoeoeerierieiieiieeeeeeee e 3,247 124,666 2.60
SBA dEDENIUIES ...vvvveeiiieciiiiieee e 2,776 68,018 4.08
Preferred SECUITHES .....covvviiiieiiei e 812 33,000 2.46
Margin LOAnS ........cooeeriieiiiieiieeeee e 174 13,572 1.28
TOCAL.....oiiiiieiiee e et ees $ 9,422 $ 361,738 2.60
Medallion Bank bOrrowings ..........cceceeeveveeereeneenieeieseeseesseeneeens 9,205 851,474 1.08
Total managed borrowings .............c.cccoevvievvieeniieniieenieenieennenn $§ 18,627 § 1,213,212 1.54

We will continue to seek SBA funding through Medallion Capital to the extent it offers attractive rates. SBA financing subjects
its recipients to limits on the amount of secured bank debt they may incur. We use SBA funding to fund loans that qualify under the
SBIA and SBA regulations. We believe that financing operations primarily with short-term floating rate secured bank debt has
generally decreased our interest expense, but has also increased our exposure to the risk of increases in market interest rates, which we
mitigate with certain interest rate strategies. At December 31, 2017, 2016, and 2015, short-term adjustable rate debt constituted 55%,
59%, and 75% of total debt, and was 15%, 16%, and 23% on a fully managed basis including the borrowings of Medallion Bank.

Factors Affecting Net Assets

Factors that affect our net assets include net realized gain or loss on investments and change in net unrealized appreciation or
depreciation on investments. Net realized gain or loss on investments is the difference between the proceeds derived upon sale or
foreclosure of a loan or an equity investment and the cost basis of such loan or equity investment. Change in net unrealized
appreciation or depreciation on investments is the amount, if any, by which our estimate of the fair value of our investment portfolio is
above or below the previously established fair value or the cost basis of the portfolio. Under the 1940 Act, our loan portfolio and other
investments must be recorded at fair value.
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Unlike certain lending institutions, we are not permitted to establish reserves for loan losses, but adjust quarterly the valuation of
the investment portfolio to reflect our estimate of the current value of the total investment portfolio. Since no ready market exists for
our investments, fair value is subject to our Board of Directors’ good faith determination. In determining such fair value, our Board of
Directors considers factors such as the financial condition of our borrowers and the adequacy of their collateral. Any change in the fair
value of portfolio investments or other investments as determined by our Board of Directors is reflected in net unrealized depreciation
or appreciation on investments and affects net increase in net assets resulting from operations, but has no impact on net investment
income or distributable income.

Our investment in Medallion Bank, as a wholly-owned portfolio investment, is also subject to quarterly assessments of fair
value. We conduct a thorough valuation analysis as described previously, and also receive an opinion regarding the valuation from an
independent third party to assist the Board of Directors in its determination of the fair value of Medallion Bank on at least an annual
basis. Our analysis includes factors such as various regulatory restrictions that were established at Medallion Bank’s inception, by the
FDIC and State of Utah, and also by additional regulatory restrictions, such as the prior moratorium imposed by the Dodd-Frank Act
on the acquisition of control of an industrial bank by a “commercial firm” (a company whose gross revenues are primarily derived
from nonfinancial activities) which expired in July 2013 and the lack of any new charter issuances since the moratorium’s expiration.
Because of these restrictions and other factors, our Board of Directors had previously determined that Medallion Bank had little value
beyond its recorded book value. As a result of this valuation process, we had previously used Medallion Bank’s actual results of
operations as the best estimate of changes in fair value, and recorded the results as a component of unrealized appreciation
(depreciation) on investments. In the 2015 second quarter we first became aware of external interest in Medallion Bank and its
portfolio assets at values in excess of their book value. Expression of interest in Medallion Bank from both investment bankers and
interested parties has continued through 2016 and 2017. We incorporated these new factors in the Medallion Bank’s fair value analysis
and Board of Directors determined that Medallion Bank had a fair value in excess of book value. In addition, in the 2016 third quarter
there was a court ruling involving a marketplace lender that we believe heightens the interest of marketplace lenders to acquire or
merge with Utah industrial banks. We also engaged a valuation specialist to assist the Board of Directors in its determination of
Medallion Bank’s fair value, and this appreciation of $15,500,000 was thereby recorded in 2015, and additional appreciation of
$128,918,000 was recorded in 2016 and $7,849,000 was recorded in 2017. See Note 3 for additional information about Medallion
Bank.

Consolidated Results of Operations
For the Years Ended December 31, 2017 and 2016

Net increase in net assets resulting from operations was $278,000 or $0.01 per diluted common share in 2017, down
$23,237,000 or 99% from $23,515,000 or $0.97 per share in 2016, primarily reflecting an increase in net realized/unrealized losses on
the investment portfolio and lower net interest income, partially offset by an increased income tax benefit and lower operating
expenses. Net investment loss after income taxes was $7,121,000 or $0.30 per share in 2017, down $7,240,000 from income of
$119,000 or less than $0.01 in 2016.

Investment income was $19,624,000 in 2017, down $5,464,000 or 22% from $25,088,000 a year ago, and included in 2017 and
2016 were $1,278,000 and $3,000,000 in dividends from Medallion Bank and other controlled subsidiaries. The decrease was also due
to $5,514,000 of interest forgone in 2017, compared to $2,634,000 in 2016. The yield on the investment portfolio was 3.12% in 2017,
down 25% from was 4.17% in 2016. Excluding the dividends, the 2017 yield was down 20% to 2.92% from 3.67% in 2016, reflecting
the above. Average investments outstanding were $629,089,000 in 2017, up 4% from $602,349,000 in the prior year primarily
reflecting growth in the commercial portfolio and subsidiary investments.

Medallion loans were $208,279,000 at year end, down $58,537,000 or 22% from $266,816,000 a year ago, representing 34% of
the investment portfolio, compared to 41% a year ago, and were yielding 4.41% compared to 4.01% a year ago. The decrease in
outstandings was primarily concentrated in the New York and Chicago markets, although all markets declined, and was primarily
attributable to realized losses recognized and net amortization of loan principal. The managed medallion portfolio, which includes
loans at Medallion Bank and those serviced for third parties, was $414,350,000 at year end, down $139,089,000 or 25% from
$553,439,000 a year ago, reflecting the above, and realized losses taken and principal amortization at Medallion Bank. The
commercial loan portfolio was $90,188,000 at year end, compared to $83,634,000 a year ago, an increase of $6,554,000 or 8%, and
represented 15% of the investment portfolio compared to 13% a year ago. The increase was primarily attributable to increases in the
secured mezzanine portfolio, partially offset by decreases in other secured commercial loans. Commercial loans yielded 12.02% at
year end, down 8% from 13.05% a year ago, reflecting lower yields on certain recent loans. The net managed commercial loan
portfolio, which includes loans at Medallion Bank and those serviced for or by third parties, was $92,530,000 at year end, up
$4,686,000 or 5% from $87,844,000 a year ago, reflecting the above. Investments in Medallion Bank and other controlled subsidiaries
were $302,147,000 at year end, up $8,787,000 or 3% from $293,360,000 a year ago, primarily reflecting the appreciation and equity in
the earnings of Medallion Bank other portfolio company investments, capital contributions made, dividends paid, portfolio sales, and
the net valuation adjustment, and which represented 49% of the investment portfolio at the end of 2017 and 45% in the prior year, and
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which yielded 0.83% at year end, compared to 2.13% a year ago, primarily reflecting reduced dividends from Medallion Bank. See
Notes 3 and 11 of the consolidated financial statements for additional information about Medallion Bank and the other controlled
subsidiaries. Equity investments were $9,521,000 at year end, up $1,053,000 or 12% from $8,468,000 a year ago, primarily reflecting
increase in investments held, and which represented 2% of the investment portfolio at the end of 2017 and 1% in the prior year, and
had a dividend yield of 0% in both years.

Interest expense was $13,770,000 in 2017, up $1,132,000 or 9% from $12,638,000 in 2016. The increase in interest expense was
primarily due to increased borrowing costs on floating rate borrowings. The cost of borrowed funds was 4.12% in 2017, compared to
3.32% a year ago, an increase of 24%, reflecting the recent increases in market interest rates. Average debt outstanding was
$334,022,000 in 2017, compared to $380,305,000 a year ago, down 12%, primarily reflecting decreased borrowings required to fund
the contracting medallion loan portfolio. See page 48 for a table that shows average balances and cost of funds for our funding
sources.

Net interest income was $5,854,000 and the net interest margin was 0.93% in 2017, down $6,596,000 or 53% from $12,450,000
a year ago, which represented a net interest margin of 2.07%, all reflecting the items discussed above.

Noninterest income, which is comprised of prepayment fees, management fees, servicing fee income, late charges, and other
miscellaneous income was $107,000 in 2017, down $301,000 or 74% from $408,000 a year ago, primarily reflecting lower
management and other fees generated from the portfolios.

Operating expenses were $13,810,000 in 2017, down $8,976,000 or 39% from $22,786,000 in 2016 which included a
$5,099,000 goodwill write off. Salaries and benefits expense was $7,508,000 in the year, down $4,262,000 or 36% from $11,770,000
in 2016 primarily due to a reduction in bonus costs recorded in the current period and lower salary expenses due to the sale of its
asset-based lending division in the prior year. Professional fees were $2,619,000 in 2017, up $272,000 or 12% from $2,347,000 a year
ago, primarily reflecting higher legal and other professional fee expenses for a variety of corporate and investment-related matters.
Occupancy expense was $1,069,000 in 2017, up $103,000 or 11% from $966,000 in 2016, primarily reflecting annual increases in rent
expense at various locations. Other operating expenses of $2,614,000 in 2017 were down $10,000 from $2,604,000 a year ago
reflecting decreased travel and entertainment expenses, directors’ fees, miscellaneous taxes and reduced expense reimbursements,
partially offset by increases in collection and other expenses.

Total income tax benefit was $36,226,000 in 2017 compared to income tax expense of $45,900,000 in 2016, a change of
$82,126,000. Total taxes were comprised of three components, a $728,000 benefit related net investment loss compared to
$10,047,000 in 2016, benefits related to realized losses and unrealized appreciation on investments of $15,955,000 and $19,543,000,
compared to provisions of $384,000 and $55,563,000 in 2016. The tax benefit recorded in 2017 reflected the $17,279,000 for
adjustment to implement the change in US tax law rates on the net tax liabilities. See Note 5 for more information.

Net change in unrealized appreciation on investments was $15,645,000 in 2017, compared to $78,886,000 in 2016, a decrease in
appreciation of $63,241,000. Net change in unrealized appreciation other than the portion related to Medallion Bank and the other
controlled subsidiaries, was appreciation of $6,162,000 in 2017 compared to a depreciation of $51,235,000 in 2016, resulting in
increased appreciation of $57,397,000 in 2017. Unrealized appreciation (depreciation) arises when we make valuation adjustments to
the investment portfolio. When investments are sold or written off, any resulting realized gain (loss) is grossed up to reflect previously
recorded unrealized components. As a result, movement between periods can appear distorted. The 2017 activity resulted from a net
appreciation on Medallion Bank and other controlled subsidiaries of $9,483,000, reversals of unrealized depreciation associated with
charged off loans of $46,795,000, partially offset by unrealized depreciation on loans of $37,745,000, the reversal of unrealized
appreciation on investments that were exited with a realized gain of $3,082,000, unrealized depreciation on investments other than
securities and other assets of $2,075,000, and net unrealized appreciation on equity investments of $2,269,000. The 2016 activity
resulted from net appreciation on Medallion Bank and other controlled subsidiaries of $130,121,000 and by reversals of unrealized
depreciation associated with charged off loans of $3,486,000, partially offset by unrealized depreciation on loans of $27,710,000,
investments other than securities of $28,372,000, and net unrealized appreciation on investment securities of $1,367,000. The net
appreciation on Medallion Bank and other controlled subsidiaries described above is net of the dividends declared by them to us of
$1,278,000 in 2017 and $3,000,000 in 2016.

Our net realized losses on investments were $43,744,000 in 2017 compared to gains of $457,000 in 2016, an increase in realized
losses of $44,201,000 in 2017. The 2017 activity reflected the reversals described in the unrealized paragraph above, other gain on the
liquidation of other investment securities of $4,684,000, and net loan chargeoffs of $4,715,000, inclusive of losses on equity
investments. The 2016 activity reflected the reversals described in the unrealized paragraph above, and other net loan chargeoffs of
$224,000, partially offset by gains of $2,111,000 from the sale of investment securities and $2,057,000 from the sale of the asset-
based lending portfolio.
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Our net realized/unrealized gains on investments were $7,399,000 in 2017, compared to $23,396,000 in 2016, a decrease of
$15,997,000 or 68% of net gains in the year, reflecting the above.

For the Years Ended December 31, 2016 and 2015

Net increase in net assets resulting from operations was $23,515,000 or $0.97 per diluted common share in 2016, down
$5,861,000 or 20% from $29,376,000 or $1.20 per share in 2015, primarily reflecting an initial income tax provision that resulted from
our not qualifying to elect RIC status for 2016, lower net interest income, and higher operating expenses, partially offset by higher net
realized/unrealized gains and noninterest income. Net investment income after income taxes was $119,000 or $0.00 per share in 2016,
down $16,707,000 or 99% from $16,826,000 or $0.69 in 2015.

Investment income was $25,088,000 in 2016, down $17,565,000 or 41% from $42,653,000 a year ago, and included in 2016 and
2015 were $3,000,000 and $18,889,000 in dividends from Medallion Bank and other controlled subsidiaries. Excluding those items,
investment income decreased $1,676,000 or 7%, primarily reflecting a $1,317,000 increase in foregone interest income on nonaccrual
loans, and a $851,000 reduction in lease revenue from our owned Chicago medallions, in both cases, reflecting the poor performance
of a number of our borrowers and lessees as business conditions have worsened. The yield on the investment portfolio was 4.17% in
2016, down 46% from 7.74% in 2015. Excluding the dividends, the 2016 yield was down 6% to 3.67% from 4.31% in 2015, reflecting
the above. Average investments outstanding were $602,349,000 in 2016, up 9% from $550,763,000 a year ago, primarily reflecting
the appreciation on Medallion Bank, partially offset by increased reserves and paydowns in the medallion portfolio.

Medallion loans were $266,816,000 at year end, down $41,592,000 or 13% from $308,408,000 a year ago, representing 41% of
the investment portfolio, compared to 51% a year ago, and were yielding 4.01% compared to 4.09% a year ago. The decrease in
outstandings was primarily concentrated in the New York market, although all markets declined, and reflected increased realized and
unrealized losses and net amortization of loan principal. The managed medallion portfolio, which includes loans at Medallion Bank
and those serviced for third parties, was $553,439,000 at year end, down $114,582,000 or 17% from $667,863,000 a year ago,
reflecting the above. The commercial loan portfolio was $83,634,000 at year end, compared to $81,895,000 a year ago, an increase of
$1,739,000 or 2%, and represented 13% of the investment portfolio compared to 14% a year ago. The increase primarily reflected
growth in the high-yield mezzanine portfolio, partially offset by a decrease in the other secured commercial loan portfolio and the sale
of the asset-based portfolio. Commercial loans yielded 13.05% at year end, up 2% from 12.80% a year ago, reflecting the change in
portfolio mix and higher yields on the mezzanine portfolio. The net managed commercial loan portfolio, which includes loans at
Medallion Bank and those serviced for or by third parties, was $87,844,000 at year end, down $34,619,000 or 28% from $122,463,000
a year ago, primarily reflecting the sale of the asset-based portfolio as well as the changes described above. Approximately
$11,652,000 of managed asset-based loans ($6,991,000 after valuation adjustments) has been reclassified to other assets awaiting the
outcome of legal proceedings as described further on page 43. Investments in Medallion Bank and other controlled subsidiaries were
$293,360,000 at year end, up $133,447,000 or 83% from $159,913,000 a year ago, primarily reflecting the appreciation and our equity
in the earnings of Medallion Bank’s other portfolio company investments, capital contributions made, dividends paid, portfolio sales,
and the net valuation adjustments, and which represented 45% of the investment portfolio at the end of 2016 and 26% in the prior
year, and which yielded 2.13% at year end, compared to 12.74% a year ago, primarily reflecting reduced dividends from Medallion
Bank. See Notes 3 and 10 of the consolidated financial statements for additional information about Medallion Bank and the other
controlled subsidiaries. Equity investments were $8,468,000 at year end, up $1,609,000 or 23% from $6,859,000 a year ago, primarily
reflecting increased net appreciation on investment, and which represented 1% of the investment portfolio at both year ends, and had a
dividend yield of 0%, compared to 0.72% a year ago.

Interest expense was $12,638,000 in 2016, up $3,216,000 or 34% from $9,422,000 in 2015. The increase in interest expense was
primarily due to increased borrowing costs and higher borrowing levels. The cost of borrowed funds was 3.32% in 2016, compared to
2.60% a year ago, an increase of 28%, reflecting increases of interest rates and changes in our borrowing mix. Average debt
outstanding was $380,305,000 in 2016, compared to $361,738,000 a year ago, up 5%, primarily reflecting increased borrowings
required to fund operating and investment activity. See page 48 for a table that shows average balances and cost of funds for our
funding sources.

Net interest income was $12,450,000 and the net interest margin was 2.07% in 2016, down $20,781,000 or 63% from
$33,231,000 a year ago, which represented a net interest margin of 6.03%, all reflecting the items discussed above.

Noninterest income, which is comprised of management fees, prepayment fees, servicing fee income, late charges, and other

miscellaneous income was $408,000 in 2016, up $89,000 or 28% from $319,000 a year ago, primarily reflecting higher servicing and
other fees generated from the subsidiaries of Medallion Financial Corp.
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Operating expenses were $22,786,000 in 2016, up $6,062,000 or 36% from $16,724,000 in 2015, and which included a
$5,099,000 goodwill impairment writeoff in 2016. Excluding the goodwill writedown, operating expenses increased 6%. Salaries and
benefits expense was $11,770,000 in the year, up $126,000 or 1% from $11,644,000 in 2015, reflecting higher executive bonuses and
executive salary expenses in the current year, partially offset by lower salaries related to the exiting of the asset-based lending
business in late 2016. Professional fees were $2,347,000 in 2016, up $861,000 or 58% from $1,486,000 a year ago, primarily
reflecting higher legal expenses for a variety of corporate and investment-related matters. Occupancy expense was $966,000 in 2016,
up $89,000 or 10% from $877,000 in 2015. Other operating expenses of $2,604,000 in 2016 were down $113,000 or 4% from
$2,717,000 a year ago, primarily reflecting lower advertising expense.

Total income tax expense was $45,900,000 in 2016 compared to $0 in 2015, and was comprised of three components, a
$10,047,000 benefit related net investment loss, and provisions of $384,000 and $55,563,000 related to realized and unrealized gains
on investments. These provisions included amounts relevant to prior years’ unrealized gains and losses, and were recorded in 2016 as
a result of our failure to qualify for RIC tax treatment. See note 5 for more information.

Net change in unrealized appreciation on investments before taxes was $78,886,000 in 2016, compared to $4,914,000 in 2015,
an increase in appreciation of $73,972,000. Net change in unrealized appreciation other than the portion related to Medallion Bank and
the other controlled subsidiaries, was depreciation of $51,235,000 in 2016 compared to $11,916,000 in 2015, resulting in increased
depreciation of $39,319,000 in 2016. Unrealized appreciation (depreciation) arises when we make valuation adjustments to the
investment portfolio. When investments are sold or written off, any resulting realized gain (loss) is grossed up to reflect previously
recorded unrealized components. As a result, movement between periods can appear distorted. The 2016 activity resulted from net
appreciation on Medallion Bank and other controlled subsidiaries of $130,121,000 and by reversals of unrealized depreciation
associated with fully depreciated loans which were charged off of $3,486,000, partially offset by unrealized depreciation on loans of
$27,710,000, investments other than securities of $28,372,000, and net unrealized appreciation on investment securities of $1,367,000.
The 2015 activity resulted from net appreciation on Medallion Bank and other controlled subsidiaries of $16,830,000 reversals of
unrealized depreciation associated with fully depreciated loans which were charged off of $1,015,000, net reversals of unrealized
depreciation associated with equity investments which were sold of $292,000 and net unrealized appreciation on other investments of
$209,000, partially offset by net depreciation on investments other than securities of $9,621,000, net unrealized depreciation on loans
of $3,743,000, net depreciation on other assets of $68,000. The net appreciation on Medallion Bank and other controlled subsidiaries
described above is net of the dividends declared by them to us of $3,000,000 in 2016 and $18,889,000 in 2015.

Our net realized gains on investments before taxes were $457,000 in 2016, compared to gains of $7,636,000 in 2015, a decrease
in realized gains of $7,179,000 in 2016. The 2016 activity reflected the reversals described in the unrealized paragraph above, and
other net loan chargeoffs of $224,000, partially offset by gains of $2,111,000 from the sale of investment securities and $2,057,000
from the sale of the asset-based lending portfolio. The 2015 activity reflected the reversals described in the unrealized paragraph
above, and reversals of $4,809,000 of unrealized appreciation related to sales of other controlled subsidiaries, $3,296,000 of other
gains from the other controlled subsidiaries sales, and other gains on equity investments of $913,000, partially offset by net direct
chargeoffs of loans and equity investments of $75,000.

Our net realized/unrealized gains on investments were $23,396,000 in 2016, compared to $12,550,000 in 2015, an increase of
$10,846,000 or 86% of net gains in the year, reflecting the above.

ASSET/LIABILITY MANAGEMENT
Interest Rate Sensitivity

We, like other financial institutions, are subject to interest rate risk to the extent that our interest-earning assets (consisting of
medallion, commercial, and consumer loans; and investment securities) reprice on a different basis over time in comparison to our
interest-bearing liabilities (consisting primarily of credit facilities with banks and other lenders, bank certificates of deposit, and SBA
debentures).

Having interest-bearing liabilities that mature or reprice more frequently on average than assets may be beneficial in times of
declining interest rates, although such an asset/liability structure may result in declining net earnings during periods of rising interest
rates. Abrupt increases in market rates of interest may have an adverse impact on our earnings until we are able to originate new loans
at the higher prevailing interest rates. Conversely, having interest-earning assets that mature or reprice more frequently on average
than liabilities may be beneficial in times of rising interest rates, although this asset/liability structure may result in declining net
earnings during periods of falling interest rates. This mismatch between maturities and interest rate sensitivities of our interest-earning
assets and interest-bearing liabilities results in interest rate risk.
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The effect of changes in interest rates is mitigated by regular turnover of the portfolio. Based on past experience, we anticipate
that approximately 40% of the taxicab medallion portfolio will mature or be prepaid each year. We believe that the average life of our
loan portfolio varies to some extent as a function of changes in interest rates. Borrowers are more likely to exercise prepayment rights
in a decreasing interest rate environment because the interest rate payable on the borrower’s loan is high relative to prevailing interest
rates. Conversely, borrowers are less likely to prepay in a rising interest rate environment. However, borrowers may prepay for a
variety of other reasons, such as to monetize increases in the underlying collateral values, particularly in the medallion loan portfolio.

In addition, we manage our exposure to increases in market rates of interest by incurring fixed-rate indebtedness, such as ten
year subordinated SBA debentures, and by setting repricing intervals on certificates of deposit, for terms of up to five years. We had
outstanding SBA debentures of $79,564,000 with a weighted average interest rate of 3.39%, constituting 24% of our total
indebtedness, and retail notes of $33,625,000, with a weighted average interest rate of 9.00%, constituting 10% of total indebtedness
as of December 31, 2017. Also, as of December 31, 2017, certain of the certificates of deposit were for terms of up to 57 months,
further mitigating the immediate impact of changes in market interest rates.

A relative measure of interest rate risk can be derived from our interest rate sensitivity gap. The interest rate sensitivity gap
represents the difference between interest-earning assets and interest-bearing liabilities, which mature and/or reprice within specified
intervals of time. The gap is considered to be positive when repriceable assets exceed repriceable liabilities, and negative when
repriceable liabilities exceed repriceable assets. A relative measure of interest rate sensitivity is provided by the cumulative difference
between interest sensitive assets and interest sensitive liabilities for a given time interval expressed as a percentage of total assets.

The following table presents our interest rate sensitivity gap at December 31, 2017, compared to the respective positions at the
end of 2016 and 2015. The principal amounts of interest earning assets are assigned to the time frames in which such principal
amounts are contractually obligated to be repriced. We have not reflected an assumed annual prepayment rate for such assets in this
table.

December 31, 2017 Cumulative Rate Gap

More Than More Than More Than More Than More Than

1 and 2 and 3 and 4 and 5 and
Less Than Less Than Less Than Less Than Less Than Less Than

(Dollars in thousands) 1 Year 2 Years 3 Years 4 Years 5 Years 6 Years Thereafter Total
Earning assets
Floating-rate........ccccccovervevrencrnnnenne $ — 3 —  $ —  $ — S — S — S — 3 —
Adjustable rate ... 25,728 — — — — — — 25,728
Fixed-rate .......cccocevveevverenieierenne 161,928 38,013 36,387 15,189 21,585 9,775 10,623 293,500
Cash ...ooveiiiiieeee e 12,690 — — — — — — 12,690
Total earning

assets $ 200,346 $ 38,013 $ 36,387 $ 15,189 § 21,585 $ 9,775 $ 10,623 §$ 331,918
Interest bearing liabilities
DZ 10an ......ccoooveieviiieieieieee $ 99984 $ — 3 —  $ — S — S — S — $ 99,984
Notes payable to banks.................... 81,450 — — — — — — 81,450
SBA debentures and borrowings..... — — 31,064 8,500 — 5,000 35,000 79,564
Retail notes.......coeeveererieenenicene — — — 33,625 — — — 33,625
Preferred securities...........cccceeuennenee. 33,000 — — — — — — 33,000
Total liabilities $ 214,434 § — 3 31,064 $ 42,125 § — 3 5,000 $ 35,000 $ 327,623
Interest rate gap ($ 14,088) $ 38,013 $ 5,323 ($ 26,936) $ 21,585 $ 4,775 ($ 24,377) $ 4,295
Cumulative interest rate gap ® ($ 14,088) $ 23,925 § 29,248 $ 2312 $ 23,897 $ 28,672 $ 4,295 —
December 31,2016 @..........c.......... ($ 4,542) $ 89,283 § 111,777  $ 130,757  $ 99,275 $ 102,533 $§ 52,065 —
December 31,2015@ ......ccovveneeneen. ($114,848) $ 19,834 § 86,273 $ 102,726 $ 125,935 § 114,139 § 71,928 —

(1) The ratio of the cumulative one year gap to total interest rate sensitive assets was (4%), (1%), and (24%), as of December 31, 2017, 2016, and 2015, and
was (12%), (11%), and (14%) on a combined basis with Medallion Bank.

(2) Adjusted for the medallion loan 40% prepayment assumption results in a cumulative one year positive interest rate gap and related ratio of $5,303 or 2%
at December 31, 2017, compared to a positive interest rate gap of $36,392 or 9% and a negative interest rate gap of ($43,838) or (9%) for December 31,
2016 and 2015, and was ($125,265) or (9%), ($86,349) or (6%), and ($77,488) or (5%) on a combined basis with Medallion Bank.

Our interest rate sensitive assets were $331,918,000 and interest rate sensitive liabilities were $327,623,000 at December 31,
2017. The one-year cumulative interest rate gap was a negative $14,088,000 or 4% of interest rate sensitive assets, compared to a
negative $4,542,000 or 1% at December 31, 2016 and $114,848,000 or 24% at December 31, 2015. However, using our estimated
40% prepayment/refinancing rate for medallion loans to adjust the interest rate gap resulted in a positive gap of $5,303,000 or 2% at
December 31, 2017. We seek to manage interest rate risk by originating adjustable-rate loans, by incurring fixed-rate indebtedness, by
evaluating appropriate derivatives, pursuing securitization opportunities, and by other options consistent with managing interest rate
risk.
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On a combined basis with Medallion Bank, our interest rate sensitive assets were $1,402,872,000 and interest rate sensitive
liabilities were $1,234,371,000 at December 31, 2017. The one-year cumulative interest rate gap was a negative $172,208,000 or 12%
of interest rate sensitive assets, compared to a negative $160,931,000 or 11% and $220,686,000 or 14% at December 31, 2016 and
2015. Using our estimated 40% prepayment/refinancing rate for medallion loans to adjust the interest rate gap resulted in a negative
gap of $125,265,000 or 9% at December 31, 2017.

Interest Rate Cap Agreements

We manage our exposure to increases in market rates of interest by periodically purchasing interest rate caps to lock in the cost
of funds of our variable-rate debt in the event of a rapid run up in interest rates. We entered into contracts to purchase interest rate caps
on $70,000,000 of notional value of principal from various multinational banks, with termination dates ranging to December 2018.
The caps provide for payments to us if various LIBOR thresholds are exceeded during the cap terms. Total cap purchases were
generally fully expensed when paid, including $19,000, $20,000, and $81,000 in 2017, 2016, and 2015, and all are carried at $0 on the
balance sheet at December 31, 2017.

Liquidity and Capital Resources

Our sources of liquidity are with a variety of local and regional banking institutions, unfunded commitments to sell debentures
to the SBA, loan amortization and prepayments, private issuances of debt securities, participations or sales of loans to third parties, the
disposition of other assets of the Company, and dividends from Medallion Bank and Medallion Capital. As a RIC, we were required to
distribute at least 90% of our investment company taxable income; consequently, we primarily relied upon external sources of funds to
finance growth. However, as of December 31, 2016 and subsequent quarters, we did not qualify for the RIC election, and therefore
became subject to taxation as a corporation under Subchapter C of the Code. Additionally, there were $5,500,000 of unfunded
commitments from the SBA.

Additionally, Medallion Bank, our wholly-owned, unconsolidated portfolio company has access to independent sources of funds
for our business originated there, primarily through brokered certificates of deposit. Medallion Bank has $25,000,000 available under
Fed Funds lines with several commercial banks. In addition, Medallion Bank is allowed to retain all earnings in the business to fund
future growth.

The components of our debt were as follows at December 31, 2017. See Note 4 to the consolidated financial statements on page
F-19 for details of the contractual terms of our borrowings.

(Dollars in thousands) Balance Percentage Rate®
DZ 10AN ...ttt $ 99,984 31% 3.02%
Notes payable to Danks ..........ccceeeverierieniieienierieeee e, 81,450 25 3.94
SBA debentures and bOITOWINGS ........c.cecveveeereeerireienienieeiennenenen, 79,564 24 3.39
REtail NOTES ..veevviiciiiecieeeteece et e 33,625 10 9.00
Preferred SECUTTHIES ...ocuviiivieeiieeieeeieeceecereeee e 33,000 10 3.63
Total outstanding debt $ 327,623 100% 4.01%
Deposits and other borrowings at Medallion Bank........................ 906,748 — 1.51
Total outstanding debt, including Medallion Bank $ 1,234,371 — 2.18%

(1) Weighted average contractual rate as of December 31, 2017.

55



Our contractual obligations expire on or mature at various dates through September 2037. The following table shows all
contractual obligations at December 31, 2017.

Payments due by period

(Dollars in thousands) Less than 1 year 1—2 years 2 —3 years 3 —4 years 4 —5 years More than 5 years Total
DZ loan.........cceeveennnnns $ 99,984 $ — 3 —  $ —  $ — S — 3 99,984
Notes payable to

banks ......coveeveevennn, 81,450 — — — — — 81,450
SBA debentures and

borrowings ............... 1,655 3,044 26,365 8,500 — 40,000 79,564
Retail notes ................... — — — 33,625 — — 33,625
Preferred securities ....... — — — — — 33,000 33,000
Total $ 183,089 $§ 3044 $§ 26365 $§ 42,125 § — 3 73,000 $ 327,623

Deposits and other
borrowings at

Medallion Bank........ 424,115 260,872 91,136 76,884 53,741 — 906,748
Total, including
Medallion Bank ...... $ 607,204 $ 263,916 $ 117,501 $ 119,009 $§ 53,741 $ 73,000 $ 1,234,371

Most of our borrowing relationships have maturity dates during 2018. We have been in active and ongoing discussions with
each of these lenders and have extended each of the facilities as they matured except as set forth in the following paragraph. The
lenders have worked with us to extend and change the terms of the borrowing agreements. We have arranged for changes to the terms
of the notes and payment and borrowing base calculations which we anticipate will facilitate our operations for the foreseeable future.

We and our subsidiaries obtain financing under lending facilities extended by various banks and other financial institutions,
some of which are secured by loans, taxi medallions and other assets. Where these facilities are extended to our subsidiaries, we and
others of our subsidiaries may guarantee the obligations of the relevant borrower. Five of our smallest subsidiaries are borrowers
under promissory notes extended to them by a bank that total $8.8 million that came due on October 17, 2016. These loans are secured
by Chicago taxi medallions owned by our subsidiaries. These notes are guaranteed by Medallion Funding, not by Medallion Financial
Corp. These subsidiaries have not repaid the amounts due under the notes and the bank has filed a suit seeking payment of these
amounts. This failure to pay would constitute an event of default under certain loan agreements under which we or our subsidiaries are
borrowers, but the lenders under those agreements have waived the default. If judgment is entered against us in the suit brought by the
bank or entered and not satisfied within specified periods of time, these outcomes may constitute an additional event of default under
these other agreements. If waivers are required and not granted for this additional event of default, it would lead to events of default
under other of our financing arrangements.

We value our portfolio at fair value as determined in good faith by the Board of Directors in accordance with our valuation
policy. Unlike certain lending institutions, we are not permitted to establish reserves for loan losses. Instead, we must value each
individual investment and portfolio loan on a quarterly basis. We record unrealized depreciation on investments and loans when we
believe that an asset has been impaired and full collection is unlikely. We record unrealized appreciation on equities if we have a clear
indication that the underlying portfolio company has appreciated in value and, therefore, our equity investment has also appreciated in
value. Without a readily ascertainable market value, the estimated value of our portfolio of investments and loans may differ
significantly from the values that would be placed on the portfolio if there existed a ready market for the investments. We adjust the
valuation of the portfolio quarterly to reflect our Board of Directors’ estimate of the current fair value of each investment in the
portfolio. Any changes in estimated fair value are recorded in our statement of operations as net unrealized appreciation (depreciation)
on investments. Our investment in Medallion Bank, as a wholly-owned portfolio investment, is also subject to quarterly assessments
of its fair value. We conduct a thorough valuation analysis, and also receive an opinion regarding the valuation from an independent
third party to assist the Board of Directors in its determination of the fair value of Medallion Bank. We determine whether any factors
give rise to valuation different than recorded book value. As a result of this valuation process, we had previously used Medallion
Bank’s actual results of operations as the best estimate of changes in fair value, and recorded the results as a component of unrealized
appreciation (depreciation) on investments. In the 2015 second quarter, we first became aware of external interest in Medallion Bank
and its portfolio assets at values in excess of their book value. Expression of interest in Medallion Bank from both investment bankers
and interested parties has continued through 2016 and 2017.We incorporated these new factors in the Medallion Bank’s fair value
analysis and the Board of Directors determined that Medallion Bank had a fair value in excess of book value. In addition, in the 2016
third quarter there was a court ruling involving a marketplace lender that we believe heightens the interest of marketplace lenders to
acquire or merge with Utah industrial banks. We also engaged a valuation specialist to assist the Board of Directors in its
determination of Medallion Bank’s fair value, and this appreciation of $15,500,000 was thereby recorded in 2015, and additional
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appreciation of $128,918,000 and $7,849,000 was recorded in 2016 and 2017. See Note 3 for additional information about Medallion
Bank. For more information, see “Risk Factors — Risks Relating to Our Business and Structure — Our investment portfolio is, and will
continue to be, recorded at fair value as determined in good faith by our Board of Directors and, as a result, there is, and will continue
to be, uncertainty as to the value of our portfolio investments which could adversely affect our net asset value.”

In addition, the illiquidity of our loan portfolio and investments may adversely affect our ability to dispose of loans at times
when it may be advantageous for us to liquidate such portfolio or investments. In addition, if we were required to liquidate some or all
of the investments in the portfolio, the proceeds of such liquidation may be significantly less than the current value of such
investments. Because we borrow money to make loans and investments, our net operating income is dependent upon the difference
between the rate at which we borrow funds and the rate at which we invest these funds. As a result, there can be no assurance that a
significant change in market interest rates will not have a material adverse effect on our interest income. In periods of sharply rising
interest rates, our cost of funds would increase, which would reduce our net operating income before net realized and unrealized gains.
We use a combination of long-term and short-term borrowings and equity capital to finance our investing activities. Our long-term
fixed-rate investments are financed primarily with short-term floating-rate debt, and to a lesser extent by term fixed-rate debt. We may
use interest rate risk management techniques in an effort to limit our exposure to interest rate fluctuations. Such techniques may
include various interest rate hedging activities to the extent permitted by the 1940 Act. We have analyzed the potential impact of
changes in interest rates on net interest income. Assuming that the balance sheet were to remain constant and no actions were taken to
alter the existing interest rate sensitivity, and including the impact on Medallion Bank, a hypothetical immediate 1% increase in
interest rates would result in an increase to the line item “net increase in net assets resulting from operations” as of December 31, 2017
by $1,778,000 on an annualized basis, compared to a positive impact of $1,100,000 at December 31, 2016, and the impact of such an
immediate increase of 1% over a one year period would have been ($984,000) at December 31, 2017, compared to ($792,000) at
December 31, 2016. Although management believes that this measure is indicative of our sensitivity to interest rate changes, it does
not adjust for potential changes in credit quality, size, and composition of the assets on the balance sheet, and other business
developments that could affect net increase in net assets resulting from operations in a particular quarter or for the year taken as a
whole. Accordingly, no assurances can be given that actual results would not differ materially from the potential outcome simulated
by these estimates.

We continue to work with investment banking firms and other financial intermediaries to investigate the viability of a number of
other financing options which include, among others, the sale or spinoff of certain assets or divisions, the development of a
securitization conduit program, and other independent financing for certain subsidiaries or asset classes. These financing options
would also provide additional sources of funds for both external expansion and continuation of internal growth.
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The following table illustrates sources of available funds for us and each of our subsidiaries, and amounts outstanding under
credit facilities and their respective end of period weighted average interest rates at December 31, 2017. See Note 4 to the
consolidated financial statements for additional information about each credit facility.

(Dollars in thousands) The Company MFC MCI FSVC MB 12/31/2017 12/31/2016
Cash ..., $ 1,483  §$ 1,460 $ 8,013 $ 1,734 $ — $ 12,690 $ 20,962
Bank loans ...................... 59,360 22,090 — — — 81,450 94,219
Average interest rate ........ 4.17% 3.34% — — — 3.94% 3.22%
Maturity .....cceeverrveveennenn, 1/18-11/18"  10/16-6/18 — — — 10/16-11/18 10/16-12/20
Preferred securities........ 33,000 — — — — 33,000 33,000
Average interest rate ........ 3.63% — — — — 3.63% 3.07%
Maturity ....eeeeeeeeeeeeeennnne. 9/37 — — — — 9/37 9/37
Retail notes..................... 33,625 — — — — 33,625 33,625
Average interest rate......... 9.00% 9.00% 9.00%
Maturity ...ooceeeveeveeeneennnne 4/21 4/21 4/21
DZloan ........................... — 99,984 — — — 99,984 106,244
Average interest rate......... — 3.02% — — — 3.02% 2.36%
Maturity ......ccoeeeveevenerenene — 3/18? — — — 3/18 6/17
SBA debentures and

borrowings................. — — 54,000 31,064 — 85,064 87,485
Amounts undisbursed ...... — — 5,500 — — 5,500 5,500
Amounts outstanding....... — — 48,500 31,064 — 79,564 81,985
Average interest rate......... — — 3.48% 3.25% — 3.39% 3.63%
Maturity ......ccoeeeeeveneeenene — — 3/21-3/27 2/20 — 2/20-3/27 3/19-3/27
Total debt outstanding... $ 125985 § 122,074 $ 48,500 $31,064 $ — $ 327,623 $ 349,073
Including Medallion

Bank
Cash .o, — — — — $ 110,233 § 110,233  $ 30,881
Deposits and other

borrowings .................. — — — — 906,748 906,748 908,442
Average interest rate......... — — — — 1.51% 1.51% 1.22%
Maturity ....ceeeeeeeeeeeeenennes — — — — 1/18-10/22 1/18-10/22 1/17-12/21
Total cash........................ $ 1,483  §$ 1,460 § 8013 $ 1,734 $ 110233 § 122,923 §$ 51,843

Total debt outstanding... $ 125985 § 122,074 § 48500 $31,064 $§ 906,748 $ 1,234,371 $ 1,257,515

(1) OnJanuary 31, 2018, a credit facility with a maturity date of January 31, 2018 was extended to July 31,2019
(2) On March 13, 2018, the DZ loan was extended until December 15, 2018.

Loan amortization, prepayments, and sales also provide a source of funding for us. Prepayments on loans are influenced
significantly by general interest rates, medallion loan market values, economic conditions, and competition.

We also generate liquidity through deposits generated at Medallion Bank, borrowing arrangements with other banks, and
through the issuance of SBA debentures, as well as from cash flow from operations. In addition, we may choose to participate a
greater portion of our loan portfolio to third parties. We are actively seeking additional sources of liquidity, however, given current
market conditions, we cannot assure you that we will be able to secure additional liquidity on terms favorable to us or at all. If that
occurs, we may decline to underwrite lower yielding loans in order to conserve capital until credit conditions in the market become
more favorable; or we may be required to dispose of assets when we would not otherwise do so, and at prices which may be below the
net book value of such assets in order for us to repay indebtedness on a timely basis. Also, Medallion Bank is not a RIC, and therefore
is able to retain earnings to finance growth.

Recently Issued Accounting Standards

In May 2017, the Financial Accounting Standard Board (FASB) issued Accounting Standards Update (ASU) 2017-09,
Compensation — Stock Compensation (Topic 718): Scope of Modification Accounting. The objective of this update is to provide
clarity and reduce both diversity in practice and cost and complexity when applying the guidance of Topic 718. The amendments in
this update are effective for annual periods beginning after December 15, 2017, and interim periods within those fiscal years. Early
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adoption is permitted. We have assessed the impact of the update and have determined that it will not have a material effect on our
financial condition and results of operations.

In January 2017, the FASB issued ASU 2017-04, “Intangibles — Goodwill and Other (Topic 350): Simplifying the Test for
Goodwill Impairment.” The objective of this update is to simplify the subsequent measurement of goodwill, by eliminating step 2
from the goodwill impairment test. The amendments in this update are effective for annual periods beginning after December 15,
2019, and interim periods within those fiscal years. We do not believe this update will have a material impact on our financial
condition.

In August 2016, the FASB issued ASU 2016-15, “Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts
and Cash Payments.” The update clarifies how entities should classify certain cash receipts and cash payments on the statement of
cash flows with the objective of reducing the existing diversity in practice related to eight specific cash flow issues. The amendments
in this update are effective for annual periods beginning after December 15, 2017, and interim periods within those fiscal years. Early
adoption is permitted. We have assessed the impact of the update and have determined that it will not have a material effect on our
financial condition and results of operations.

In February 2016, the FASB issued ASU 2016-02, “Leases (Topic 842)”. ASU 2016-02 requires the recognition of lease assets
and lease liabilities by lessees for leases classified as operating under current GAAP. ASU 2016-02 applies to all entities and is
effective for fiscal years beginning after December 15, 2018 for public entities, with early adoption permitted. We are assessing the
impact the update will have on our financial condition and results of operations.

In January 2016, the FASB issued ASU 2016-01, “Financial Instruments — Overall (Topic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities.” The main objective of this Update is to enhance the reporting model for
financial instruments and provide users of financial statements with more decision-useful information. ASU 2016-01 requires equity
investments to be measured at fair value, simplifies the impairment assessment of equity investment without readily determinable fair
value, eliminates the requirements to disclose the fair value of financial instruments measured at amortized cost, and requires public
business entities to use the exit price notion when measuring the fair value of financial instruments. The update, as amended, is
effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2017. We have assessed the
impact of the update and have determined that it will not have a material effect on our financial condition and results of operations.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our business activities contain elements of risk. We consider the principal types of risk to be fluctuations in interest rates and
portfolio valuations. We consider the management of risk essential to conducting our businesses. Accordingly, our risk management
systems and procedures are designed to identify and analyze our risks, to set appropriate policies and limits, and to continually
monitor these risks and limits by means of reliable administrative and information systems and other policies and programs.

We value our portfolio at fair value as determined in good faith by the Board of Directors in accordance with our valuation
policy. Unlike certain lending institutions, we are not permitted to establish reserves for loan losses. Instead, we must value each
individual investment and portfolio loan on a quarterly basis. We record unrealized depreciation on investments and loans when we
believe that an asset has been impaired and full collection is unlikely. We record unrealized appreciation on equities if we have a clear
indication that the underlying portfolio company has appreciated in value and, therefore, our equity investment has also appreciated in
value. Without a readily ascertainable market value, the estimated value of our portfolio of investments and loans may differ
significantly from the values that would be placed on the portfolio if there existed a ready market for the investments. We adjust the
valuation of the portfolio quarterly to reflect our Board of Directors’ estimate of the current fair value of each investment in the
portfolio. Any changes in estimated fair value are recorded in our statement of operations as net unrealized appreciation (depreciation)
on investments. Our investment in Medallion Bank, as a wholly-owned portfolio investment, is also subject to quarterly assessments
of its fair value. We conduct a thorough valuation analysis, and also receive an opinion regarding the valuation from an independent
third party to assist the Board of Directors in its determination of the fair value of Medallion Bank. We determine whether any factors
give rise to valuation different than recorded book value. As a result of this valuation process, we had previously used Medallion
Bank’s actual results of operations as the best estimate of changes in fair value, and recorded the results as a component of unrealized
appreciation (depreciation) on investments. In the 2015 second quarter, we first became aware of external interest in Medallion Bank
and its portfolio assets at values in excess of their book value. Expression of interest in Medallion Bank from both investment bankers
and interested parties has continued through 2016 and 2017. We incorporated these new factors in the Medallion Bank’s fair value
analysis and the Board of Directors determined that Medallion Bank had a fair value in excess of book value. In addition, in the 2016
third quarter there was a court ruling involving a marketplace lender that the Company believes heightens the interest of marketplace
lenders to acquire or merge with Utah industrial banks. We also engaged a valuation specialist to assist the Board of Directors in their
determination of Medallion Bank’s fair value, and this appreciation of $15,500,000 was thereby recorded in 2015, and additional
appreciation of $128,918,000 was recorded in 2016 and $7,849,000 was recorded in 2017. For more information, see “Risk Factors —
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Risks Relating to Our Business and Structure — Our investment portfolio is, and will continue to be, recorded at fair value as
determined in good faith by our Board of Directors and, as a result, there is, and will continue to be, uncertainty as to the value of our
portfolio investments which could adversely affect our net asset value.”

In addition, the illiquidity of our loan portfolio and investments may adversely affect our ability to dispose of loans at times
when it may be advantageous for us to liquidate such portfolio or investments. In addition, if we were required to liquidate some or all
of the investments in the portfolio, the proceeds of such liquidation may be significantly less than the current value of such
investments. Because we borrow money to make loans and investments, our net operating income is dependent upon the difference
between the rate at which we borrow funds and the rate at which we invest these funds. As a result, there can be no assurance that a
significant change in market interest rates will not have a material adverse effect on our interest income. In periods of sharply rising
interest rates, our cost of funds would increase, which would reduce our net operating income before net realized and unrealized gains.
We use a combination of long-term and short-term borrowings and equity capital to finance our investing activities. Our long-term
fixed-rate investments are financed primarily with short-term floating-rate debt, and to a lesser extent by term fixed-rate debt. We may
use interest rate risk management techniques in an effort to limit our exposure to interest rate fluctuations. Such techniques may
include various interest rate hedging activities to the extent permitted by the 1940 Act. We have analyzed the potential impact of
changes in interest rates on net interest income. Assuming that the balance sheet were to remain constant and no actions were taken to
alter the existing interest rate sensitivity, and including the impact on Medallion Bank, a hypothetical immediate 1% increase in
interest rates would result in an increase to the line item “net increase in net assets resulting from operations” as of December 31, 2017
by $1,778,000 on an annualized basis, compared to a positive impact of $1,100,000 at December 31, 2016, and the impact of such an
immediate increase of 1% over a one year period would have been ($984,000) at December 31, 2017, compared to ($792,000) at
December 31, 2016. Although management believes that this measure is indicative of our sensitivity to interest rate changes, it does
not adjust for potential changes in credit quality, size, and composition of the assets on the balance sheet, and other business
developments that could affect net increase in net assets resulting from operations in a particular quarter or for the year taken as a
whole. Accordingly, no assurances can be given that actual results would not differ materially from the potential outcome simulated
by these estimates.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Reference is made to the financial statements set forth under Item 15 (A) (1) in this Annual Report on Form 10-K, which
financial statements are incorporated herein by reference in response to this Item 8.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As required by Rule 13a-15(b) under the Exchange Act, our management, including our Chief Executive Officer and Chief
Financial Officer, have evaluated the effectiveness of our disclosure controls and procedures as of the end of the fiscal year covered by
this annual report. As a result of this evaluation, we have concluded that our disclosure controls and procedures were effective as of
December 31, 2017.

Changes in Internal Control over Financial Reporting

As required by Rule 13a-15(d) under the Exchange Act, our management, including our Chief Executive Officer and Chief
Financial Officer, have evaluated our internal control over financial reporting to determine whether any changes occurred during the
2017 fourth quarter that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting, and have concluded that there have been no changes that occurred during the 2017 fourth quarter that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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Management’s Annual Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting. Internal
control over financial reporting is defined in Rule 13a-15(f) and 15d-15(f) promulgated under the Exchange Act as a process designed
by, or under the supervision of, our principal executive and principal financial officers and effected by our Board of Directors,
management, and other personnel, to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with generally accepted accounting principles, and includes those policies
and procedures that:

*  Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and
dispositions of our assets;

*  Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that our receipts and expenditures are being made only in
accordance with authorizations of our management and directors; and

*  Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of
our assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Our management assessed the effectiveness of our internal control over financial reporting as of December 31, 2017. In making
this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission
(“COSO”) in Internal Control-Integrated Framework (2013). Based on its assessment and those criteria, management believes that we
maintained effective internal control over financial reporting as of December 31, 2017.

We believe that the consolidated financial statements included in this report fairly represent our consolidated financial position
and consolidated results of operations for all periods presented.

Our Independent Registered Public Accounting Firm, Mazars USA LLP, has audited and issued a report on management’s
assessment of our internal control over financial reporting. The report of Mazars USA LLP appears below.
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Report of Independent Registered Public Accounting Firm
To the Shareholders and Board of Directors of Medallion Financial Corp.
Opinion on Internal Control over Financial Reporting

We have audited Medallion Financial Corp. and subsidiaries’ (the “Company”) internal control over financial reporting as of
December 31, 2017, based on criteria established in Internal Control — Integrated Framework: (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission (“COSO”). In our opinion, the Company maintained, in all material respects,
effective internal control over financial reporting as of December 31, 2017, based on criteria established in Internal Control —
Integrated Framework: (2013) issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(“PCAOB?”), the consolidated balance sheets of the Company including the consolidated summary schedule of investments, as of
December 31, 2017 and 2016, and the related consolidated statements of operations, changes in net assets, and cash flows for each of
the three years in the three-year period ended December 31, 2017, and the related notes and schedules listed in the index to the
financial statements and in Item 15(A)3 as Exhibit 99.1, and the selected financial ratios and other data for each of the five years in the
five-year period ended December 31, 2017 of the Company, and our report dated March 14, 2018 expressed an unqualified opinion.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of
the effectiveness of internal control over financial reporting, included in the accompanying Management’s Annual Report on Internal
Control over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial
reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects.
Our audit of internal control over financial reporting included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect
on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies and procedures may deteriorate.

/s/ Mazars USA LLP

New York, New York
March 14,2018
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ITEM 9B. OTHER INFORMATION

None.

PART III
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Incorporated by reference from our Definitive Proxy Statement expected to be filed by April 30, 2018 for our fiscal year 2018
Annual Meeting of Shareholders under the captions “Our Directors and Executive Officers” and “Corporate Governance.”

ITEM 11. EXECUTIVE COMPENSATION

Incorporated by reference from our Definitive Proxy Statement expected to be filed by April 30, 2018 for our fiscal year 2018
Annual Meeting of Shareholders under the caption “Executive Compensation.”

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Incorporated by reference from our Definitive Proxy Statement expected to be filed by April 30, 2018 for our fiscal year 2018
Annual Meeting of Shareholders under the captions “Stock Ownership of Certain Beneficial Owners and Management” and “Equity
Compensation Plan Information.”

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Incorporated by reference from our Definitive Proxy Statement expected to be filed by April 30, 2018 for our fiscal year 2018
Annual Meeting of Shareholders under the captions “Certain Relationships and Related Party Transactions”, “Our Directors and
Executive Officers,” and “Corporate Governance.”

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Incorporated by reference from our Definitive Proxy Statement expected to be filed by April 30, 2018 for our fiscal year 2018
Annual Meeting of Shareholders under the caption “Principal Accountant Fees and Services.”

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(A) 1. FINANCIAL STATEMENTS

The consolidated financial statements of Medallion Financial Corp. and the Report of Independent Public Accountants thereon
are included as set forth on the Index to Financial Statements on F-1.

2. FINANCIAL STATEMENT SCHEDULES

See Index to Financial Statements on F-1.
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Number

3. EXHIBITS

Description

3.1(a)

3.1(b)

32

4.1

4.2

43

4.4

4.5

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

Restated Medallion Financial Corp. Certificate of Incorporation. Filed as Exhibit 2(a) to the Company’s Registration
Statement on Form N-2 (File No. 333-1670) and incorporated by reference herein.

Amendment to Restated Certificate of Incorporation. Filed as Exhibit 3.1.1 to the Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 1998 (File No. 814-00188) and incorporated by reference herein.

Restated By-Laws. Filed as Exhibit (b) to the Company’s Registration Statement on Form N-2 (File No. 333-1670) and
incorporated by reference herein.

Fixed/Floating Rate Junior Subordinated Note, dated June 7, 2007, by Medallion Financial Corp., in favor of Medallion
Financing Trust I. Filed as Exhibit 4.1 to the Current Report on Form 8-K filed on June 11, 2007 (File No. 814-00188)
and incorporated by reference herein.

Indenture, dated April 15, 2016, between Medallion Financial Corp. and Wilmington Trust, National Association. Filed as
Exhibit d.6 to the Registration Statement on Form N-2 filed on April 15, 2016 (File No. 333-206692) and incorporated by
reference herein.

First Supplemental Indenture, dated April 15, 2016, between Medallion Financial Corp. and Wilmington Trust, National
Association. Filed as Exhibit d.7 to the Registration Statement on Form N-2 filed on April 15, 2016 (File No. 333-206692)

and incorporated by reference herein.

Note, effective March 1, 2017, by Freshstart Venture Capital Corp., in favor of Small Business Administration. Filed as
Exhibit 4.1 to the Current Report on Form 8-K filed on January 31, 2017 (File No. 814-00188) and incorporated by

reference herein.

Amendment No. 1 to Note, dated and effective as of January 31, 2018, by and between U.S. Small Business

Administration and Freshstart Venture Capital Corp. Filed as Exhibit 4.1 to the Current Report on Form 8-K filed on
February 5. 2018 (File No. 814-00188) and incorporated by reference herein.

First Amended and Restated Employment Agreement, between Medallion Financial Corp. and Alvin Murstein dated May
29, 1998. Filed as Exhibit 10.19 to the Annual Report on Form 10-K for the fiscal year ended December 31, 1998 (File
No. 814-00188) and incorporated by reference herein.*

Amendment No. 1 to First Amended and Restated Employment Agreement, dated and effective as of April 27,2017, by
and between Medallion Financial Corp. and Alvin Murstein. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed
on May 3, 2017 (File No. 814-00188) and incorporated by reference herein.*

Amendment No. 2 to First Amended and Restated Employment Agreement, dated and effective as of December 22, 2017,
by and between Medallion Financial Corp. and Alvin Murstein. Filed herewith.*

First Amended and Restated Employment Agreement, between Medallion Financial Corp. and Andrew Murstein dated
May 29, 1998. Filed as Exhibit 10.20 to the Annual Report on Form 10-K for the fiscal year ended December 31, 1998
(File No. 814-00188) and incorporated by reference herein.*

Amendment No. 1 to First Amended and Restated Employment Agreement, dated and effective as of April 27,2017, by
and between Medallion Financial Corp. and Andrew Murstein. Filed as Exhibit 10.2 to the Current Report on Form 8-K
filed on May 3, 2017 (File No. 814-00188) and incorporated by reference herein.*

Amendment No. 2 to First Amended and Restated Employment Agreement, dated and effective as of December 22, 2017,
by and between Medallion Financial Corp. and Andrew Murstein. Filed herewith.*

Employment Agreement, dated June 27, 2016, between Donald Poulton, Medallion Financial Corp. and Medallion Bank.
Filed as Exhibit 10.2 to the Current Report on Form 8-K filed on June 30, 2016 (File No. 814-00188) and incorporated by
reference herein.*

Letter Agreement, dated March 7, 2017, by and between Medallion Financial Corp. and Larry D. Hall. Filed herewith.*

Medallion Financial Corp. Amended and Restated 1996 Stock Option Plan. Filed as Exhibit 10.1 to the Quarterly Report
on Form 10-Q for the quarterly period ended June 30, 2002 (File No. 814-00188) and incorporated by reference herein.*

2006 Employee Stock Option Plan. Filed as Exhibit IT to our definitive proxy statement for our 2006 Annual Meeting of
Shareholders filed on April 28, 2006 (File No. 814-00188) and incorporated by reference herein.*
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10.11

10.12

10.13

10.14

10.15
10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

First Amended and Restated 2006 Non-Employee Director Stock Option Plan. Filed as Exhibit B to Amendment No. 3 to
Form 40-APP filed on June 18, 2012 (File No. 812-13666) and incorporated by reference herein.*

2009 Employee Restricted Stock Plan. Filed as Exhibit I to our definitive proxy statement for our 2010 Annual Meeting of
Shareholders filed on April 29, 2010 (File No. 814-00188) and incorporated by reference herein.*

2015 Employee Restricted Stock Plan. Filed as Exhibit B to Amendment No. 1 to Form 40-APP filed on December 11,
2015 (File No. 812-14433) and incorporated by reference herein.*

2015 Non-Employee Director Stock Option Plan. Filed as Exhibit B to Amendment No. 2 to Form 40-APP filed on
January 14, 2016 (File No. 812-14458) and incorporated by reference herein.*
Non-Employee Director Compensation Summary Sheet. Filed herewith.*

Indenture of Lease, dated October 31, 1997, by and between Sage Realty Corporation, as Agent and Landlord, and
Medallion Financial Corp., as Tenant. Filed as Exhibit 10.64 to the Annual Report on Form 10-K for the fiscal year ended
December 31, 1997 (File No. 814-00188) and incorporated by reference herein.

First Amendment of Lease, dated September 6. 2005, by and between Medallion Financial Corp. and Sage Realty
Corporation. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on September 12, 2005 (File No. 814-00188)
and incorporated by reference herein.

Second Amendment of Lease, dated August 5. 2015, by and between Sage Realty Corporation and Medallion Financial
Corp. Filed as Exhibit 10.1 to the Current Report on form 8-K filed on August 7, 2015 (File No. 814-00188) and
incorporated by reference herein.

Amended and Restated Loan and Security Agreement, dated as of March 28, 2011, by and among Medallion Financial
Corp., Medallion Funding LLC and Sterling National Bank. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed
on April 1, 2011 (File No. 814-00188) and incorporated by reference herein.

First Amendment to Amended and Restated Loan and Security Agreement, dated September 1, 2011, by and among
Medallion Financial Corp., Medallion Funding LLC and Sterling National Bank. Filed as Exhibit 10.1 to the Current
Report on Form 8-K filed on September 7, 2011 (File No. 814-00188) and incorporated by reference herein.

Second Amendment to Amended and Restated Loan and Security Agreement, dated January 8, 2013, by and among
Medallion Financial Corp., Medallion Funding LLC and Sterling National Bank. Filed as Exhibit 10.1 to the Current
Report on Form 8-K filed on January 11, 2013 (File No. 814-00188) and incorporated by reference herein.

Third Amendment to Amended and Restated Loan and Security Agreement, dated October 23, 2013, by and among
Medallion Financial Corp., Medallion Funding LLC and Sterling National Bank. Filed as Exhibit 10.1 to the Current
Report on Form 8-K filed on November 5, 2013 (File No. 814-00188) and incorporated by reference herein.

Fourth Amendment to Amended and Restated Loan and Security Agreement, dated August 11, 2014, by and among
Medallion Financial Corp., Medallion Funding LLC and Sterling National Bank. Filed as Exhibit 10.1 to the Current
Report on Form 8-K filed on August 14, 2014 (File No. 814-00188) and incorporated by reference herein.

Sixth Amendment to Amended and Restated Loan and Security Agreement, dated June 29, 2016, by and among
Medallion Financial Corp., Medallion Funding LLC and Sterling National Bank. Filed as Exhibit 10.1 to the Current
Report on Form 8-K filed on June 30, 2016 (File No. 814-00188) and incorporated by reference herein.

Eighth Amendment to Amended and Restated Loan and Security Agreement, dated July 29, 2016, by and among
Medallion Financial Corp., Medallion Funding LLC and Sterling National Bank. Filed as Exhibit 10.1 to the Current
Report on Form 8-K filed on August 4, 2016 (File No. 814-00188) and incorporated by reference herein.

Ninth Amendment to Amended and Restated Loan and Security Agreement, dated August 11, 2016, by and among
Medallion Financial Corp., Medallion Funding LLC and Sterling National Bank. Filed as Exhibit 10.1 to the Current
Report on Form 8-K filed on August 15, 2016 (File No. 814-00188) and incorporated by reference herein.

Amended and Restated Unlimited Guaranty, dated March 28, 2011, by Medallion Funding LL.C, in favor of Sterling
National Bank. Filed as Exhibit 10.2 to the Current Report on Form 8-K filed on April 1, 2011 (File No. 814-00188) and

incorporated by reference herein.

Commitment Letter, dated March 1, 2006, by the Small Business Administration to Medallion Capital, Inc., accepted and
agreed to by Medallion Capital, Inc. on March 8., 2006. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on

March 9, 2006 (File No. 814-00188) and incorporated by reference herein.
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10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

Commitment Letter, dated September 1, 2010, by the Small Business Administration to Medallion Capital, Inc., accepted
and agreed to by Medallion Capital, Inc. on September 7, 2010. Filed as Exhibit 10.2 to the Current Report on Form 8-K

filed on September 13, 2010 (File No. 814-00188) and incorporated by reference herein.

Commitment Letter, dated January 25, 2013, by the Small Business Administration to Medallion Capital, Inc., accepted
and agreed to by Medallion Capital, Inc. on January 28, 2013. Filed as Exhibit 10.1 to the Current Report on Form 8-K

filed on January 30, 2013 (File No. 814-00188) and incorporated by reference herein.

Commitment Letter, dated September 2, 2014, by the Small Business Administration to Medallion Capital, Inc., accepted
and agreed to by Medallion Capital, Inc. on September 2. 2014. Filed as Exhibit 10.1 to the Quarterly Report on Form 10-
Q for the quarterly period ended September 30, 2014 (File No. 814.00188) and incorporated by reference herein.

Commitment Letter, dated April 15, 2015, by the Small Business Administration to Medallion Capital, Inc., accepted and
agreed to by Medallion Capital, Inc. on April 20, 2015. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on

April 21, 2015 (File No. 814-00188) and incorporated by reference herein.

Commitment Letter, dated October 27, 2015, by the Small Business Administration to Medallion Capital, Inc., accepted
and agreed to by Medallion Capital, Inc. on November 2, 2015. Filed as Exhibit 10.1 to the Current Report on Form 8-K

filed on November 3, 2015 (filed No. 814-00188) and incorporated by reference herein.

Commitment Letter, dated March 30, 2016, by the Small Business Administration to Medallion Capital, Inc., accepted and
agreed to by Medallion Capital, Inc. on April 7, 2016. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on

April 7, 2016 (filed No. 814-00188) and incorporated by reference herein.

Junior Subordinated Indenture, dated as of June 7, 2007, between Medallion Financing Trust I and Wilmington Trust
Company as trustee. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on June 11,2007 (File No. 814-00188)
and incorporated by reference herein.

Purchase Agreement, dated as of June 7, 2007, among Medallion Financial Corp., Medallion Financing Trust I, and
Merrill Lynch International. Filed as Exhibit 10.3 to the Current Report on Form 8-K filed on June 11, 2007 (File No. 814-
00188) and incorporated by reference herein.

Servicing Agreement, dated as of December 12, 2008, by and among Taxi Medallion Loan Trust III, Medallion Funding
Corp., and DZ Bank AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main. Filed as Exhibit 10.2 to the Current
Report on Form 8-K filed on December 16, 2008 (File No. 814-00188) and incorporated by reference herein.

Loan Sale and Contribution Agreement, dated December 12, 2008, by and between Medallion Funding Corp. and Taxi
Medallion Loan Trust III. Filed as Exhibit 10.3 to the Current Report on Form 8-K filed on December 16, 2008 (File
No. 814-00188) and incorporated by reference herein.

Limited Recourse Guaranty, dated as of December 12, 2008, by Medallion Funding Corp., in favor of Autobahn Funding
Company LLC, as Lender, and DZ Bank AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main, as Agent. Filed

as Exhibit 10.5 to the Current Report on Form 8-K filed on December 16, 2008 (File No. 814-00188) and incorporated by

reference herein.

Performance Guaranty, dated as of December 12, 2008, by Medallion Financial Corp., in favor of Taxi Medallion Loan
Trust III, Autobahn Funding Company LLC, as Lender, and DZ Bank AG Deutsche Zentral-Genossenschaftsbank,
Frankfurt am Main, as Agent. Filed as Exhibit 10.6 to the Current Report on Form 8-K filed on December 16, 2008 (File
No. 814-00188) and incorporated by reference herein.

Reaffirmation Agreement, dated as of February 26,2010, by and among Medallion Funding LLC, Taxi Medallion Loan
Trust ITII, DZ Bank AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main, in its capacity as Agent, and Wells
Fargo Bank, National Association. Filed as Exhibit 10.2 to the Current Report on Form 8-K filed on March 5, 2010 (File
No. 814-00188) and incorporated by reference herein.

Custodial Agreement, dated as of December 12, 2008, among DZ Bank AG Deutsche Zentral-Genossenschaftsbank,
Frankfurt am Main, Taxi Medallion Loan Trust III, Wells Fargo Bank, National Association, and Medallion Funding Corp.
Filed as Exhibit j.2 to the Registration Statement on Form N-2 filed on December 20, 2011 (File No. 333-178644) and
incorporated by reference herein.

Second Amended and Restated Trust Agreement, dated as of December 12, 2013, by and between Medallion Funding
LLC and US Bank Trust, N.A. Filed as Exhibit 10.2 to the Current Report on Form 8-K filed on December 16, 2013 (File
No. 814-00188) and incorporated by reference herein.
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10.44

10.45

10.46

10.47

10.48

10.49

10.50

10.51

10.52

10.53

10.54

10.55

12.1
21.1

Amended and Restated Loan and Security Agreement, dated as of December 12, 2016, among Taxi Medallion Loan Trust
III, Autobahn Funding Company LL.C, and DZ Bank AG Deutsche Zentral Genossenschaftsbank, Frankfurt am Main.
Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on December 13, 2016 (File No. 814-00188) and
incorporated by reference herein.

Amendment No. 1 to Second Amended and Restated Trust Agreement, dated as of December 12, 2016, by and among
Medallion Funding LLC, U.S. Bank Trust, N.A. and DZ Bank AG Deutsche Zentral Genossenschaftsbank, Frankfurt am
Main. Filed as Exhibit 10.2 to the Current Report on Form 8-K filed on December 13, 2016 (File No. 814-00188) and
incorporated by reference herein.

Omnibus Amendment No. 1, dated as of February 15,2017, by and among Taxi Medallion Loan Trust III, Medallion
Funding LLC, Medallion Financial Corp., Medallion Capital, Inc., Freshstart Venture Capital Corp., Autobahn Funding
Company LLC, and DZ Bank AG Deutsche Zentral Genossenschaftsbank, Frankfurt am Main. Filed as Exhibit 10.1 to the
Current Report on Form 8-K filed on February 17, 2017 (File No. 814-00188) and incorporated by reference herein.

Amendment No. 2 to Amended and Restated Loan and Security Agreement, dated as of June 7, 2017, by and among Taxi
Medallion Loan Trust III, Medallion Funding LI.C, Medallion Financial Corp., Medallion Capital, Inc., Freshstart Venture
Capital Corp., Autobahn Funding Company LLC, and DZ Bank AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am
Main. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on June 8. 2017 (File No. 814-00188) and
incorporated by reference herein.

Amendment No. 3 to Amended and Restated Loan and Security Agreement, dated as of June 30, 2017, by and among
Taxi Medallion Loan Trust III, Medallion Funding LLC, Medallion Financial Corp., Medallion Capital, Inc., Freshstart
Venture Capital Corp., Autobahn Funding Company LLC, and DZ Bank AG Deutsche Zentral-Genossenschaftsbank,
Frankfurt am Main. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on July 6, 2017 (File No. 814-00188)
and incorporated by reference herein.

Amendment No. 4 to Amended and Restated Loan and Security Agreement, dated as of July 14, 2017, by and among Taxi
Medallion Loan Trust III, Medallion Funding LLC, Medallion Financial Corp., Medallion Capital, Inc., Freshstart Venture
Capital Corp., Autobahn Funding Company LLC, and DZ Bank AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am
Main. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on July 18, 2017 (File No. 814-00188) and
incorporated by reference herein.

Amendment No. 5 to Amended and Restated Loan and Security Agreement, dated as of November 9. 2017, by and among
Taxi Medallion Loan Trust III, Medallion Funding LLC, Medallion Financial Corp., Medallion Capital, Inc., Freshstart
Venture Capital Corp., Autobahn Funding Company LLC, and DZ Bank AG Deutsche Zentral-Genossenschaftsbank,
Frankfurt am Main. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on November 9, 2017 (File No. 814-
00188) and incorporated by reference herein.

Omnibus Amendment No. 2, dated as of March 13, 2018, by and among Taxi Medallion Loan Trust III, Medallion
Funding LLC, Medallion Financial Corp., Medallion Capital, Inc., Freshstart Venture Capital Corp., Autobahn Funding
Company LLC, and DZ Bank AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main. Filed as Exhibit 10.1 to the
Current Report on Form 8-K filed on March 14, 2018 (File No. 814-00188) and incorporated by reference herein.

Custodian Agreement, effective July 23,2003, among Wells Fargo Bank Minnesota, National Association, as custodian,
and Medallion Financial Corp., Medallion Funding Corp. and Freshstart Venture Capital Corp. Filed as Exhibit j.1 to the
Registration Statement on Form N-2 filed on December 20, 2011 (File No. 333-178644) and incorporated by reference
herein.

Loan Agreement, effective as of January 25,2017, by and among U.S. Small Business Administration, Freshstart Venture
Capital Corp. and Medallion Financial Corp. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on January 31,
2017 (File No. 814-00188) and incorporated by reference herein.

Amendment No. 1 to Loan Agreement, dated as of October 20, 2017, by and between U.S. Small Business Administration
and Freshstart Venture Capital Corp. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on October 26, 2017

(File No. 814-00188) and incorporated by reference herein.

Amendment No. 2 to Loan Agreement, dated and effective as of January 31,2018, by and between U.S. Small Business

Administration and Freshstart Venture Capital Corp. Filed as Exhibit 10.1 to the Current Report on Form 8-K filed on
February 5. 2018 (File No. 814-00188) and incorporated by reference herein.

Computation of ratio of debt to equity. Filed herewith.

List of Subsidiaries of Medallion Financial Corp. Filed herewith.
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23.1 Consent of Mazars USA LLP, independent registered public accounting firm, related to reports on financial statements of
Medallion Financial Corp. and Medallion Bank. Filed herewith.

31.1 Certification of Alvin Murstein pursuant to Rule 13a-14(a) and 15d-14(a) as adopted pursuant to section 302 of the
Sarbanes-Oxley Act of 2002. Filed herewith.

31.2 Certification of Larry D. Hall pursuant to Rule 13a-14(a) and 15d-14(a) as adopted pursuant to section 302 of the
Sarbanes-Oxley Act of 2002. Filed herewith.

32.1 Certification of Alvin Murstein pursuant to 18 USC. Section 1350, as adopted, pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. Filed herewith.

32.2 Certification of Larry D. Hall pursuant to 18 USC. Section 1350, as adopted, pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. Filed herewith.

99.1 Consolidated Schedule of Investments for the years ended December 31, 2017 and 2016. Filed herewith.

* Compensatory plan or arrangement required to be identified pursuant to Item 15(a)(3) of this Annual Report on Form 10-K.

ITEM 16. FORM 10-K SUMMARY
Not applicable.

IMPORTANT INFORMATION RELATING TO FORWARD-LOOKING STATEMENTS

The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking statements so long as those
statements are identified as forward-looking and are accompanied by meaningful cautionary statements identifying important factors
that could cause actual results to differ materially from those projected in such statements. In connection with certain forward-looking
statements contained in this Form 10-K and those that may be made in the future by or on behalf of the Company, the Company notes
that there are various factors that could cause actual results to differ materially from those set forth in any such forward-looking
statements. The forward-looking statements contained in this Form 10-K were prepared by management and are qualified by, and
subject to, significant business, economic, competitive, regulatory, and other uncertainties and contingencies, all of which are difficult
or impossible to predict, and many of which are beyond control of the Company. Accordingly, there can be no assurance that the
forward-looking statements contained in this Form 10-K will be realized or that actual results will not be significantly higher or lower.
The statements have not been audited by, examined by, compiled by, or subjected to agreed-upon procedures by independent
accountants, and no third-party has independently verified or reviewed such statements. Readers of this Form 10-K should consider
these facts in evaluating the information contained herein. In addition, the business and operations of the Company are subject to
substantial risks which increase the uncertainty inherent in the forward-looking statements contained in this Form 10-K. The inclusion
of the forward-looking statements contained in this Form 10-K should not be regarded as a representation by the Company or any
other person that the forward-looking statements contained in this Form 10-K will be achieved. In light of the foregoing, readers of
this Form 10-K are cautioned not to place undue reliance on the forward-looking statements contained herein. These risks and others
that are detailed in this Form 10-K and other documents that the Company files from time to time with the Securities and Exchange
Commission, including quarterly reports on Form 10-Q and any current reports on Form 8-K, must be considered by any investor or
potential investor in the Company.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange of Act of 1934, registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

MEDALLION FINANCIAL CORP.
Date: March 14,2018
By: /s/ Alvin Murstein

Alvin Murstein

Chairman and Chief
Executive Officer
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Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons
on behalf of the Registrant and in the capacities and on the dates indicated.

Signatures Title Date

Chairman of the Board of Directors
and Chief Executive Officer
/s/ Alvin Murstein (Principal Executive Officer) March 14, 2018

Alvin Murstein

Senior Vice President and Chief Financial

/s/ Larry D. Hall (Principal Financia(l):rf;lgiccounting Officer) March 14,2018
Larry D. Hall

/s/ Andrew M. Murstein President and Director March 14, 2018

Andrew M. Murstein

/s/ Henry L. Aaron Director March 14,2018
Henry L. Aaron
/s/ John Everets Director March 14,2018
John Everets

/s/ Frederick A. Menowitz Director March 14, 2018

Frederick A. Menowitz

/s/ David L. Rudnick. Director March 14, 2018
David L. Rudnick

/s/ Allan J. Tanenbaum Director March 14, 2018

Allan J. Tanenbaum
/s/ Lowell P. Weicker, Jr. Director March 14, 2018
Lowell P. Weicker, Jr.
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Report of Independent Registered Public Accounting Firm
To the Shareholders and Board of Directors of Medallion Financial Corp.
Opinion on the Consolidated Financial Statements and Selected Financial Ratios and Other Data

We have audited the accompanying consolidated balance sheets of Medallion Financial Corp. and subsidiaries (the “Company”),
including the consolidated summary schedule of investments, as of December 31, 2017 and 2016, the related consolidated statements
of operations, changes in net assets, and cash flows for each of the three years in the three-year period ended December 31, 2017, and
the related notes and schedules listed in the index to the financial statements and in Item 15(A)3 as Exhibit 99.1, and selected financial
ratios and other data (see note 14) for each of the five years in the five-year period ended December 31, 2017 (collectively referred to
as the “consolidated financial statements and selected financial ratios and other data”). In our opinion, the consolidated financial
statements and selected financial ratios and other data present fairly, in all material respects, the financial position of the Company as
of December 31, 2017 and 2016, and the results of its operations, changes in net assets, and cash flows for each of the three years in
the three-year period ended December 31, 2017, and the selected financial ratios and other data for each of the five years in the five-
year period ended December 31, 2017, in conformity with accounting principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(“PCAOB?”), the Company’s internal control over financial reporting as of December 31, 2017, based on the criteria established in
Internal Control-Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission,
and our report dated March 14, 2018 expressed an unqualified opinion on the effectiveness of the Company’s internal control over
financial reporting.

Basis for Opinion

These consolidated financial statements and selected financial ratios and other data are the responsibility of the Company’s
management. Our responsibility is to express an opinion on the Company’s consolidated financial statements and selected financial
ratios and other data based on our audits. We are a public accounting firm registered with the PCAOB and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations
of the Securities and Exchanges Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the consolidated financial statements and selected financial ratios and other data are free
of material misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the consolidated financial statements and selected financial ratios and other data, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the
amounts and disclosures in the consolidated financial statements and selected financial ratios and other data. Our procedures included
physical inspection or confirmation of securities owned as of December 31, 2017 and 2016, or by other appropriate auditing
procedures where replies were not received. Our audits also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements and selected
financial ratios and other data. We believe that our audits provide a reasonable basis for our opinion.

/s/ Mazars USA LLP
We have served as the Company’s auditor since 2005.

New York, New York
March 14, 2018
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MEDALLION FINANCIAL CORP.
CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollars in thousands, except per share data) 2017 2016 2015
Interest iNCOME ON INVESTIMENTS.........eooviiiiieiiieieee et eae e enens $ 14,564 $ 17,654 $ 19,638
Dividend income from controlled subsidiaries ............cccoooeeeevieeeeiiiceeiiec e 1,278 3,000 18,889
Interest income from affiliated iINVEStMENtS..........cc.oooeiiiiiiiiiiieeeee e 2,541 3,018 1,748
Medallion 1€aSE IMCOIME .........couvieeeieiieeeeieee et eeee e eeee e et e e et e e e et e e eeaeeeeeeaneeeas 198 538 1,388
Interest income from controlled SUbSIAIATIES .........cceveiereririeieieee e 165 596 944
Dividend income from affiliated iNveStMents............cceceeeerieiienineneiiececeeeeen, — 201 —
Dividends and interest income on short-term inVestments ...........cccceeeverieeveevennenn, 878 81 46
Total investment INCOME D ........oooiiiieee ettt 19,624 25,088 42,653
Total interest eXPenSe?...............cccoviuiuruiieieeieereeee et 13,770 12,638 9,422
NEt INEEIreSt IMCOINE ..........ooiiiiiiiiiiiiieeee ettt e e et e e e e e s eseaaaeeeeesessannns 5,854 12,450 33,231
Total noninterest iNCOME...............oooiiiiiiiiiiiiieie e 107 408 319
Salaries and DENETILS ........c.ooovuiiiiiiiiie ettt et 7,508 11,770 11,644
ProfeSSioNal TEES ......covvviiieeiiee ettt 2,619 2,347 1,486
OCCUPANCY EXPEIISC....veeerrerurrerureerireerteenreenteessreessreesseeesseesnseeesseessseeessessssessssessssesnns 1,069 966 877
GOOdWIll IMPAITMENL ........eiieieiieiieieeieeieste ettt see sttt eae b e eseesreesseesbeesseesaessaeseens — 5,099 —
Other operating eXpenses @ ..........ccooivveviieiereeieeeeeeeeteeeee e, 2,614 2,604 2,717
Total Operating eXPEeNSES ............ccceevuieiiiecieeieeiectieieerteeeeseeseeeseeeteenseenaessaessaenseens 13,810 22,786 16,724
Net investment income (loss) before income taxes @ ...................ccooovrivieienennns (7,849) (9,928) 16,826
INCOME taX DENETIL ....eveiiieiie e 728 10,047 —
Net investment income (loss) after income taxes................c.ccoocoeiieiiniineniennnn, (7,121) 119 16,826
Net realized gains (losses) on investments™ .............ccocoveveveveiioiieeeeeeee e, (43,744) 457 7,636
Income tax benefit (PrOVISION).......cuoiuirireiiieieieieiieie ettt 15,955 (384) —
Total net realized gains (losses) on investments®.......................ccccocevrrivirirnennnns (27,789) 73 7,636
Net change in unrealized appreciation on Medallion Bank and other controlled

SUDSIAIATIES ...ttt e e e et e e et eeeraeeeeeeaeeeeensneeesenreeesenneeeans 9,483 130,121 16,830
Net change in unrealized depreciation on investments other than securities ............ (2,060) (28,372) (9,621)
Net change in unrealized appreciation (depreciation) on investments...................... 8,222 (22,863) (2,295)
Income tax benefit (ProOVISION).......ccceevvereierierieieeie ettt ettt eae e e 19,543 (55,563) —
Net unrealized appreciation on investments....................ccocevieiieiieienienienen, 35,188 23,323 4,914
Net realized/unrealized gains on investments...............cc.ccooceeviieniiienieeniieennenn, 7,399 23,396 12,550
Net increase in net assets resulting from operations.....................ccccoccenoinnn, $ 278 § 23,515 § 29,376
Net increase in net assets resulting from operations per common share
BASIC 1.ttt ettt ettt et et et et e se st eneentententensesete et $ 001 § 097 $ 1.21
DHIULEA ..ottt ettt ettt sae et ne st st nnennas $ 001 § 097 $ 1.20
Distributions declared per share .....................coooiiiiiiii $ — 3 035 $ 1.00
Weighted average common shares outstanding
BASIC 1.ttt ettt ettt n bt e s et e seeteene et ententensensete et 23,919,994 24,123,888 24,315,427
DHIULEA ..ottt ettt ettt sa et st st st nnennas 24,053,307 24,173,020 24,391,959

(1) Investment income includes $2,268, $2,580, and $2,189 of paid in kind interest for the years ended December 31, 2017, 2016,
and 2015.

(2) Average borrowings outstanding were $334,022, $380,305, and $361,738, and the related average borrowing costs were 4.12%,
3.32%, and 2.60% for the years ended December 31, 2017, 2016, and 2015.

(3) See Note 13 for the components of other operating expenses.

(4) Includes $870, $1,235, and $951 of net revenues received from Medallion Bank for the years ended December 31, 2017, 2016,
and 2015, primarily for expense reimbursements. See Notes 3 and 11 for additional information.

(5) There were no net losses on investment securities of affiliated issuers for the years ended December 31, 2017, 2016, and 2015.

The accompanying notes should be read in conjunction with these consolidated financial statements.
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MEDALLION FINANCIAL CORP.
CONSOLIDATED BALANCE SHEETS

(Dollars in thousands, except per share data) December 31, 2017 December 31, 2016
Assets
Medallion 10ans, at fAIr VAIUC.........ccc.veiieurieieeie et e e e eeeaeeeenes $ 208,279 §$ 266,816
Commercial 10ans, at fair VAIUE ............cooviiiiiiieeeiec e eeeeeennns 53,737 53,120
Commercial loans to affiliated entities, at fair Value ...........cccveevvvviiiiiieieieeeceeeee e 35,452 27,355
Commercial loans to controlled subsidiaries, at fair value .............ccoovvveveviiiiiiiiie e 999 3,159
Investment in Medallion Bank and other controlled subsidiaries, at fair value ......................... 302,147 293,360
Equity investments, at fair VAIUEC.........c.cccverieriieciiiie ettt sea e ae e ees 5,213 4,891
Equity investments in affiliated entities, at fair value.............coooiiriiieieniie e 4,308 3,577
Net investments ($183,529 at December 31, 2017 and $231,494 at December 31, 2016

pledged as collateral under borrowing arrangements)...........ccocevveveveveverererererereeeeesenesesenenns 610,135 652,278
Cash and cash equivalents ($0 at December 31,2017 and $7,840 at

December 31, 2016 restricted as to use by lender ) ............ccooueuiiiieieeeeeeeeeceeea 12,690 20,962
Accrued INLETeSt TECRIVADIC ... ....viiiiiiciie ittt b e ae e taeesaae e abeenaneenes 547 769
FIX@A @SSELS, TEL...ueiiiiieiieeiieciee ettt ettt e te et e e s ae e ta e e s abeeabe e tbeesseessseensseesaeensseessseessas 235 267
Investments Other than SECUTTHES P..........c.ociiveuiciiveeiieeeeee ettt eee e 7,450 9,510
(011415 T T - J00 ARURRRRRSRR 4,465 5,591
TOEAL ASSELS ..ot e e e et e e et e e et e e e et e e eseaeeeeseaaeeeseaeeeesesaeeseeaeeesaaeeeeaans $ 635,522 $ 689,377
LAADIIIEIES ....c..voeeiiiiieeeeeee et e et e e st e et e e e b e e st e e snbeeenbeeenaeennrs
Accounts payable and acCrued EXPENSES.......cevvieuerierieriieieeieeieeaesreseesseesseeseeeesseesseesseenseens $ 4373 $ 5,425
Accrued INtErest PAYADIC......cueiieiiieiieie ettt ettt ae st r et enae e e s enneens 3,831 2,883
Deferred and other tax Habilities, Ot ........ccvooioieeeeeeeeeeeeeeeee ettt eeeenesnens 12,536 45,900
FUNAS DOITOWE ...ttt ettt et et et et et e e teeeabeeeabeeeaveeeaseeennas 327,623 349,073
Total HADIILIES ..........ccveiiieiiiiice ettt et e sbeebeenseeneeees 348,363 403,281
Commitments and cONtNZENCIES .........ociviviivivirireieiciiceeeeee ettt — —
Shareholders’ equity (NEt ASSELS) ...........ceeiiiiiiiiiiiiiiieee et s
Preferred stock (1,000,000 shares of $0.01 par value stock authorized — none outstanding)..... — —
Common stock (50,000,000 shares of $0.01 par value stock authorized — 27,294,327 shares

at December 31, 2017 and 26,976,064 shares at December 31, 2016 issued) ..................... 273 270
Treasury stock at cost (2,951,243 shares at December 31,2017 and 2016) ..........cccvevennenee. (24,919) (24,919)
Capital in €XCess Of PAT VAIUEC .......ocvviiuieiiiiiieiieie ettt ae e seaesaeeaeessenes 273,716 272,934
Accumulated undistributed net iNVEStMENt 10SS........cc.oreiiriiiiieieieee e (65,592) (33,993)
Accumulated undistributed net realized gains on INVESMENLS ..........ccereriererieeeneeieienieieeens — —
Net unrealized appreciation on investments, Net Of taX ........ccccooererieieieieeee e 103,681 71,804
Total shareholders’ equity (Net aSSets)............occoeiiiiiiiiiiiiieeee e 287,159 286,096
Total liabilities and shareholders’ equity..............cccoooiiiiiiiniiiniiinceee e $ 635,522 § 689,377
Number of common shares OUtStANAING...........coiririeiiieee e 24,343,084 24,024,821
Net asset VAlUE PEI SNATC........cccviiiiiiiiieice ettt ae e eesreesaeebeenseens $ 11.80 $ 11.91

(1)  See Note 2 for additional information.
(2) See Note 18 for additional information.
(3) See Note 5 for additional information.
(4) See Note 10 for additional information.

The accompanying notes should be read in conjunction with these consolidated financial statements.
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MEDALLION FINANCIAL CORP.
CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

Year Ended December 31,
(Dollars in thousands, except per share data) 2017 2016 2015
Net investment income (108s) after iNCOME taXES........cvvvereririeriireeereireeee e, $ 7,121) $ 119 $ 16,826
Net realized gains (losses) on investments, net 0f taX........ccoocvevvevieeiecieneereeenes, (27,789) 73 7,636
Net unrealized appreciation on investments, net 0f taX .........cccccvevvrereriieriereenenes, 35,188 23,323 4914
Net increase in net assets resulting from operations.................cccoccevvveriinnnnnn, 278 23,515 29,376
INVEStMENt INCOME, NEL ... ..ecvvieeieeiieiieiieteeteseesteebeeaesaeseesreesseessessaesseesseesseessennne, — (14,570) (20,042)
Return Of Capital.......c.cccveriieriieiiieiieieeeese ettt sbe e e eeeee s, — — (4,330)
Distributions to shareholders ) ......................ccoooiiiiiiiiiieeceeeeeee e, — (14,570) (24,372)
Stock — based cOMPENSALION EXPENSE .....eeveveeuiruienieieieniesieeteseeeteeeeeneeneeseeeesee e e, 785 568 1,294
EXercise Of StOCK OPLIONS .....veeeuvieiiieciieiieeie ettt ve e, — 19 281
Treasury StOCK aCqUITEA ........oiuiiiiiieieiieiee e — (1,524) (3,212)
Capital share transactions................c.cooooiiiiiiiiiiii e, 785 (937) (1,637)
Other, distributions not paid on forfeited restricted stock grants.................... — — 51
Total iNCrease IM NEE ASSELS ........vvvviiiiieiieeeeieeeeeeeeeeeeeee e e e et e e e e s eeeeeaeeeeeeseseean: 1,063 8,008 3,418
Net assets at the beginning of the Year............ccoevvrieiiiiiiceiee e, 286,096 278,088 274,670
Net assets at the end of the year® .................ccocooveiieieiiiieeeeesn, $ 287,159 § 286,096 § 278,088
Capital share activity...............ccoooiiiiiiii e,
Common stock issued, beginning of year...................coccooiiiiiiiniiii e, 26,976,064 26,936,762 26,797,499
Exercise Of StOCK OPLIONS .......icvieiiciieriieiieie ettt sttt se e, — 2,100 30,449
Issuance of restricted StOCK, NEL ......ccuviiiiiiiiiiiiie et 318,263 37,202 108,814
Common stock issued, end of year ..............c..cooooiiiiiiiiiinin, 27,294,327 26,976,064 26,936,762
Treasury stock, beginning of year ..............c.ccccooiviiiiiiniinie e, (2,951,243) (2,590,069) (2,176,876)
Treasury StOCK aCqUITEA .......c.oiuiriiiieieeieiee et — (361,174) (413,193)
Treasury stock, end of Year...............coocooiiiiiiiiiiiiee e, (2,951,243) (2,951,243) (2,590,069)
Common stock outstanding................ccooviviiiiiiiiiiiiiienie e, 24,343,084 24,024,821 24,346,693

(1) Distributions declared were $0.00, $0.35, and $1.00 per share for the years ended December 31, 2017, 2016, and 2015.
(2) Includes $0, $0, and $0 of undistributed net investment income and $0, $0, and $0 of undistributed net realized gains on
investments, and $0, $0, and $1,447 of capital loss carryforwards at December 31, 2017, 2016, and 2015.

The accompanying notes should be read in conjunction with these consolidated financial statements.
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MEDALLION FINANCIAL CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December 31,

(Dollars in thousands) 2017 2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES
Net increase in net assets resulting from OPErations ............coeceereereerierierieseeieeee e $ 278 § 23,515 § 29,376

Adjustments to reconcile net increase in net assets resulting from operations to net cash
provided by (used for) operating activities: ..........cceeeueerierrierieiieie e

Investments Originated ™ ............covriieeeeeeeeeee ettt e, (29,131) (324,753) (117,540)
Proceeds from principal receipts, sales, and maturities of investments' ...................... 46,755 393,104 59,215
Paid-in-Kind iNTETESt ........cceeiieiieieee et s (2,268) (2,580) (2,189)
(Investment in) capital returned by Medallion Bank and other controlled
SUDSIAIATIES, TIET ....eovvieeee ettt etee et ettt et e et eeeaeeeeaeeeereeeeteeeneeenreeenns 696 (3,326) (8,525)
Net cash received on disposition of other controlled subsidiaries.........c.ccceoeveereeenne — — 11,969
Depreciation and amoOrtiZation .........c..ceeeeeeeieierieninenenene ettt eaees 1,019 485 415
Increase (decrease) in deferred and other tax liability, net.........cccoevverieniercierrenieenne, (33,364) 45,900 —
Amortization (accretion) of origination fees, Net .........ccoccvevverierieiieiierieeee e 68 (49) (49)
Net change in unrealized (appreciation) depreciation on investments .............c.ccccceueeu. (8,222) 22,863 2,295
Net change in unrealized depreciation on investments other than securities................. 2,060 28,372 9,621
Increase in unrealized appreciation on Medallion Bank and other controlled
SUDSIAIATIES ...ttt bbbt es st b bbbt a e s s, (9,483) (130,121) (16,330)
Net realized (gains) 10SSES 0N INVESIMENTS .........eerveeiueriierieeieseesie e e eee e see e eaenens 43,744 (457) (7,636)
GOOAWIll IMPAITIMENL .....veeeviieieciieieeie ettt ettt beesae e e beessesssesseesseensens — 5,099 —
Stock-based COMPENSALION EXPENSE......eerverrirrerrerrierrierteeteeeesreesseeseesseesessaesseesseessenn: 785 568 1,294
(Increase) decrease in accrued interest receivable.........ocuvvvevieciieiicienieneee e, 222 234 (15)
(Increase) decrease in Other aSSets, NEt......cccvevvievuieieiierieeieereee et s, 122 804 (3,664)
Increase (decrease) in accounts payable and accrued eXpenses..........c.eeeeeeeeeeereeeense, 907) 353 (1,481)
Increase (decrease) in accrued interest payable...........cooceeeeieieiieneneie e, 949 1,580 (869)
Net cash provided by (used for) operating activities 13,323 61,591 (44,613)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from funds DOITOWEd ..........eveviiiiiiiiiiiiiee e, — 294,650 111,742
Repayments of funds BOrTOWEd .........c.oovvieiiiiiieiieiieeee e (21,450) (350,116) (55,997)
Proceeds from exercise of StOCK OPHIONS.......ccueiieriierieiieieeieeeee e, — 19 281
Purchase of treasury StOCK @t COSt .....iiiiiiiriiiiiiieiiereee ettt — (1,524) (3,212)
Payments of declared diStriDULIONS .........cocveeeieiiiiieiieie e, (145) (14,570) (24,372)
Net cash provided by (used for) financing activities (21,595) (71,541) 28,442
NET DECREASE IN CASH AND CASH EQUIVALENTS (8,272) (9,950) (16,171)
Cash and cash equivalents, beginning of year 20,962 30,912 47,083
Cash and cash equivalents, end of year $ 12,690 $ 20962 $ 30912
SUPPLEMENTAL INFORMATION
Cash paid during the year fOr INtEreSt ...........ccovvvveviriereriieieteeeeeere e, $ 11,897 $ 10,682 $ 10,015
Cash paid during the year for INCOME tAXES .......cuerueerierieiieieeieiiet ettt e, $ 62 3 — $ —

(1) $0, $280,563, and $49,884 of originated investments, and $0, $330,466, and $0 of maturities or proceeds from sales related to
the investment securities portfolio for the years ended December 31, 2017, 2016, and 2015.

The accompanying notes should be read in conjunction with these consolidated financial statements.
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MEDALLION FINANCIAL CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2017

(1) ORGANIZATION OF MEDALLION FINANCIAL CORP. AND ITS SUBSIDIARIES

Medallion Financial Corp. (the Company) is a closed-end management investment company organized as a Delaware
corporation. The Company has elected to be regulated as a business development company (BDC) under the Investment Company Act
of 1940, as amended (the 1940 Act). The Company conducts its business through various wholly-owned subsidiaries including its
primary operating company, Medallion Funding LLC (MFC), a Small Business Investment Company (SBIC) which originates and
services taxicab medallion and commercial loans.

A wholly-owned portfolio investment, Medallion Bank, a Federal Deposit Insurance Corporation (FDIC) insured industrial
bank, originates consumer loans, raises deposits, and conducts other banking activities (see Note 3). Medallion Bank is subject to
competition from other financial institutions and to the regulations of certain federal and state agencies, and undergoes examinations
by those agencies. Medallion Bank is not an investment company, and therefore, is not consolidated with the Company, but instead is
treated as a portfolio investment. It was initially formed for the primary purpose of originating commercial loans in three categories:
1) loans to finance the purchase of taxicab medallions, 2) asset-based commercial loans, and 3) SBA 7(a) loans. The loans are
marketed and serviced by Medallion Bank’s affiliates who have extensive prior experience in these asset groups. Subsequent to its
formation, Medallion Bank began originating consumer loans to finance the purchases of RVs, boats, and other related items, and to
finance small scale home improvements.

The Company formed a wholly-owned portfolio company, Medallion Servicing Corporation (MSC), to provide loan services to
Medallion Bank, also a portfolio company wholly-owned by the Company. The Company has assigned all of its loan servicing rights
for Medallion Bank, which consists of servicing taxi medallion and commercial loans originated by Medallion Bank, to MSC, who
bills and collects the related service fee income from Medallion Bank, and is allocated and charged by the Company for MSC’s share
of these servicing costs.

The Company also conducts business through Medallion Capital, Inc. (MCI), an SBIC which conducts a mezzanine financing
business, and Freshstart Venture Capital Corp. (FSVC), an SBIC which originates and services taxicab medallion and commercial
loans. MFC, MCI, and FSVC, as SBICs, are regulated by the Small Business Administration (SBA). MCI and FSVC are financed in
part by the SBA.

MEFC established a wholly-owned subsidiary, Taxi Medallion Loan Trust III (Trust III), for the purpose of owning medallion
loans originated by MFC or others. Trust III is a separate legal and corporate entity with its own creditors who, in any liquidation of
Trust II1, will be entitled to be satisfied out of Trust III’s assets prior to any value in Trust III becoming available to Trust III’s equity
holders. The assets of Trust III, aggregating $97,252,000 at December 31, 2017, are not available to pay obligations of its affiliates or
any other party, and the assets of affiliates or any other party are not available to pay obligations of Trust III. Trust III’s loans are
serviced by MFC.

The Company established a wholly-owned subsidiary, Medallion Financing Trust I (Fin Trust) for the purpose of issuing
unsecured preferred securities to investors. Fin Trust is a separate legal and corporate entity with its own creditors who, in any
liquidation of Fin Trust, will be entitled to be satisfied out of Fin Trust’s assets prior to any value in Fin Trust becoming available to
Fin Trust’s equity holders. The assets of Fin Trust, aggregating $36,144,000 at December 31, 2017, are not available to pay
obligations of its affiliates or any other party, and the assets of affiliates or any other party are not available to pay obligations of Fin
Trust.

MEFC through several wholly-owned subsidiaries (together, Medallion Chicago), purchased $8,689,000 of City of Chicago
taxicab medallions out of foreclosure, which are leased to fleet operators while being held for sale. The 159 medallions are carried at a
fair value of $7,450,000 on the consolidated balance sheet at December 31, 2017, compared to $9,510,000 a year ago, and are
considered non-qualifying assets under the 1940 Act.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

The preparation of the consolidated financial statements in conformity with accounting principles generally accepted in the US
requires management to make estimates that affect the amounts reported in the consolidated financial statements and the
accompanying notes. Accounting estimates and assumptions are those that management considers to be the most critical to an
understanding of the consolidated financial statements because they inherently involve significant judgments and uncertainties. All of

F-7



these estimates reflect management’s best judgment about current economic and market conditions and their effects based on
information available as of the date of these consolidated financial statements. If such conditions change, it is reasonably possible that
the judgments and estimates could change, which may result in future impairments of loans and other receivables, investments other
than securities, loans held for sale, and investments, among other effects.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries, except for
Medallion Bank and other portfolio investments. All significant intercompany transactions, balances, and profits have been eliminated
in consolidation. As a non-investment company, Medallion Bank is not consolidated with the Company, which is an investment
company under the 1940 Act. See Note 3 for the presentation of financial information for Medallion Bank and other controlled
subsidiaries. As discussed in Note 19, the Company expects to withdraw its election to be regulated as a BDC under the 1940 Act on
or about April 1, 2018 and commencing with the second quarter of 2018, the Company would consolidate the financial statements of
Medallion Bank and controlled or majority-owned portfolio investments together with those of the Company.

Cash and Cash Equivalents

The Company considers all highly liquid instruments with an original purchased maturity of three months or less to be cash
equivalents. Cash balances are generally held in accounts at large national or regional banking organizations in amounts that exceed
the federally insured limits, and includes $0 and $500,000 related to compensating balance requirements of regional banking
institutions, and $0 and $7,840,000 pledged to a lender of an affiliate as of December 31, 2017 and 2016. The reduction in the pledged
balances reflects the conversion of the deposit into a loan to the affiliate, and payment in full to the affiliates lender.

Fair Value of Assets and Liabilities

The Company follows FASB Accounting Standards Codification Topic 820, Fair Value Measurements and Disclosures, (FASB
ASC 820), which defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value
measurements. FASB ASC 820 defines fair value as an exit price (i.e. a price that would be received to sell, as opposed to acquire, an
asset or transfer a liability), and emphasizes that fair value is a market-based measurement. It establishes a fair value hierarchy that
distinguishes between assumptions developed based on market data obtained from independent external sources and the reporting
entity’s own assumptions. Further, it specifies that fair value measurement should consider adjustment for risk, such as the risk
inherent in the valuation technique or its inputs. See also Notes 2, 16, and 17 to the consolidated financial statements.

Investment Valuation

The Company’s loans, net of participations and any unearned discount, are considered investment securities under the 1940 Act
and are recorded at fair value. As part of the fair value methodology, loans are valued at cost adjusted for any unrealized appreciation
(depreciation). Since no ready market exists for these loans, the fair value is determined in good faith by the Board of Directors. In
determining the fair value, the Board of Directors considers factors such as the financial condition of the borrower, the adequacy of
the collateral, individual credit risks, cash flows of the borrower, market conditions for loans (e.g., values used by other lenders and
any active bid/ask market), historical loss experience, and the relationships between current and projected market rates and portfolio
rates of interest and maturities. Investments other than securities, which represent collateral received from defaulted borrowers, are
valued similarly.

Equity investments (common stock and stock warrants, including certain controlled subsidiary portfolio investments) and
investment securities (US Treasuries and mortgage backed bonds), in total representing 51% and 46% of the investment portfolio at
December 31, 2017 and 2016, are recorded at fair value, represented at cost, plus or minus unrealized appreciation or depreciation.
The fair value of investments that have no ready market are determined in good faith by the Board of Directors, based upon the
financial condition and operating performance of the underlying investee companies as well as general market trends for businesses in
the same industry. Included in equity investments were marketable securities of $0 and $537,000 at December 31, 2017 and 2016, and
non-marketable securities of $9,521,000 and $7,931,000 in the comparable periods. The $302,147,000 and $293,360,000 related to
portfolio investments in controlled subsidiaries at December 31, 2017 and 2016 were all non-marketable in each period. Because of
the inherent uncertainty of valuations, the Board of Directors’ estimates of the values of the investments may differ significantly from
the values that would have been used had a ready market for the investments existed, and the differences could be material.

The Company’s investment in Medallion Bank, as a wholly owned portfolio investment, is also subject to quarterly assessments
of fair value. The Company conducts a thorough valuation analysis as described previously, and also receives an opinion regarding the
valuation from an independent third party to assist the Board of Directors in its determination of the fair value of Medallion Bank on
at least an annual basis. The Company’s analysis includes factors such as various regulatory restrictions that were established at
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Medallion Bank’s inception, by the FDIC and State of Utah, and also by additional regulatory restrictions, such as the prior
moratorium imposed by the Dodd-Frank Act on the acquisition of control of an industrial bank by a “commercial firm” (a company
whose gross revenues are primarily derived from non-financial activities) which expired in July 2013 and the lack of any new charter
issuances since the moratorium’s expiration. Because of these restrictions and other factors, the Company’s Board of Directors had
previously determined that Medallion Bank had little value beyond its recorded book value. As a result of this valuation process, the
Company had previously used Medallion Bank’s actual results of operations as the best estimate of changes in fair value, and recorded
the results as a component of unrealized appreciation (depreciation) on investments. In the 2015 second quarter, the Company first
became aware of external interest in Medallion Bank and its portfolio assets at values in excess of their book value. Expression of
interest in Medallion Bank from both investment bankers and interested parties has continued through 2016 and 2017. The Company
incorporated these new factors in the Medallion Bank’s fair value analysis and the Board of Directors determined that Medallion Bank
had a fair value in excess of book value. In addition, in the 2016 third quarter there was a court ruling involving a marketplace lender
that the Company believes heightens the interest of marketplace lenders to acquire or merge with Utah industrial banks. The Company
also engaged a valuation specialist to assist the Board of Directors in their determination of Medallion Bank’s fair value, and this
appreciation of $15,500,000 was thereby recorded in 2015, and additional appreciation of $128,918,000 was recorded in 2016 and
$7,849,000 was recorded in 2017. See Note 3 for additional information about Medallion Bank.

A majority of the Company’s investments consist of long-term loans to persons defined by SBA regulations as small business
concerns. Approximately 34% and 41% of the Company’s investment portfolio at December 31, 2017 and 2016 had arisen in
connection with the financing of taxicab medallions, taxicabs, and related assets, of which 73% and 69% were in New York City at
December 31, 2017 and 2016. These loans are secured by the medallions, taxicabs, and related assets, and are personally guaranteed
by the borrowers, or in the case of corporations, are generally guaranteed personally by the owners. A portion of the Company’s
portfolio (15% and 13% at December 31, 2017 and 2016) represents loans to various commercial enterprises in a wide variety of
industries, including manufacturing, retail trade, information services, and other services. Approximately 4% of these loans are made
primarily in the metropolitan New York City area, 43% in the Midwest, and the balance is widely scattered across the United States.
Investments in controlled unconsolidated subsidiaries, equity investments, and investment securities were 49%, 2%, and 0% at
December 31, 2017, and 45%, 1%, and 0% at December 31, 2016.

On a managed basis, which includes the investments of Medallion Bank after eliminating the Company’s investment in
Medallion Bank, medallion loans were 28% and 35% at December 31, 2017 and 2016 (81% and 76% in New York City), commercial
loans were 7% and 6%, and 49% and 46% were consumer loans in all 50 states collateralized by recreational vehicles, boats,
motorcycles, trailers, and home improvements. Investment securities were 3% and 2% at December 31, 2017 and 2016, and equity
investments (including investments in controlled subsidiaries) were 13% and 11% at December 31, 2017 and 2016.

Investment Transactions and Income Recognition

Loan origination fees and certain direct origination costs are deferred and recognized as an adjustment to the yield of the related
loans. At December 31, 2017 and 2016, net loan origination costs were $90,000 and $175,000. Net amortization expense (income
accretion) for the years ended December 31, 2017, 2016, and 2015 was $68,000, ($49,000), and ($49,000).

Investment securities are purchased from time-to-time in the open market at prices that are greater or lesser than the par value of
the investment. The resulting premium or discount is deferred and recognized as an adjustment to the yield of the related investment.
At December 31, 2017 and 2016, there were no premiums or discounts on investment securities, and their related income accretion or
amortization was immaterial for 2017, 2016, and 2015.

Interest income is recorded on the accrual basis. Taxicab medallion and commercial loans are placed on nonaccrual status, and
all uncollected accrued interest is reversed, when there is doubt as to the collectability of interest or principal, or if loans are 90 days or
more past due, unless management has determined that they are both well-secured and in the process of collection. Interest income on
nonaccrual loans is generally recognized when cash is received, unless a determination has been made to apply all cash receipts to
principal. At December 31, 2017, 2016, and 2015, total non-accrual loans were $98,494,000, $77,161,000, and $16,873,000, and
represented 31%, 20%, and 4% of the gross medallion and commercial loan portfolio at each year end, and were primarily
concentrated in the medallion portfolio. The amount of interest income on nonaccrual loans that would have been recognized if the
loans had been paying in accordance with their original terms was $12,485,000 ($3,495,000 of which had been applied to principal),
$10,658,000, and $8,306,000 as of December 31, 2017, 2016, and 2015, of which $5,514,000 ($1,978,000 of which had been applied
to principal), $2,634,000, and $1,315,000 would have been recognized in the years ended December 31, 2017, 2016, and 2015. The
fluctuations in nonaccrual interest foregone and increase in principal balances reflected the increase in past due loans and market
conditions during the affected periods.
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Loan Sales and Servicing Fee Receivable

The Company accounts for its sales of loans in accordance with FASB Accounting Standards Codification Topic 860, Transfers
and Servicing (FASB ASC 860) which provides accounting and reporting standards for transfers and servicing of financial assets and
extinguishments of liabilities. In accordance with FASB ASC 860, we have elected the fair value measurement method for our
servicing assets and liabilities. The principal portion of loans serviced for others by the Company and its affiliates was $338,867,000
and $352,191,000 at December 31, 2017 and 2016, and included $311,988,000 and $325,751,000 of loans serviced for Medallion
Bank. The Company has evaluated the servicing aspect of its business in accordance with FASB ASC 860, most of which relates to
servicing assets held by Medallion Bank, and determined that no material servicing asset or liability exists as of December 31, 2017
and 2016. The Company has assigned its servicing rights to the Medallion Bank portfolio to MSC, a wholly-owned unconsolidated
portfolio investment. The costs of servicing are allocated to MSC by the Company, and the servicing fee income is billed to and
collected from Medallion Bank by MSC. During 2016, the Company exited the asset based lending business and sold the entire
portfolio of $45,023,000, including $42,919,000 on the books of Medallion Bank to a third party bank for a gain of $2,701,000, before
deductions for closing costs.

Unrealized Appreciation (Depreciation) and Realized Gains (Losses) on Investments

Unrealized appreciation (depreciation) on investments is the amount by which the fair value estimated by the Company is
greater (less) than the cost basis of the investment portfolio. Realized gains or losses on investments are generated through sales of
investments, foreclosure on specific collateral, and writeoffs of loans or assets acquired in satisfaction of loans, net of recoveries.
Unrealized appreciation on net investments was $139,700,000, $127,367,000, and $44,483,000 as of December 31, 2017, 2016, and
2015. The Company’s investment in Medallion Bank, a wholly owned portfolio investment, is also subject to quarterly assessments of
fair value. The Company conducts a thorough valuation analysis as described previously, and determines whether any factors give rise
to a valuation different than recorded book value, including various regulatory restrictions that were established at Medallion Bank’s
inception, by the FDIC and State of Utah, and also by additional marketplace restrictions, such as the ability to transfer industrial bank
charters. Because of these restrictions and other factors, the Company’s Board of Directors had previously determined that Medallion
Bank had little value beyond its recorded book value. As a result of this valuation process, the Company had previously used
Medallion Bank’s actual results of operations as the best estimate of changes in fair value, and recorded the results as a component of
unrealized appreciation (depreciation) on investments. In the 2015 second quarter, the Company first became aware of external
interest in Medallion Bank and its portfolio assets at values in excess of their book value. Expression of interest in Medallion Bank
from both investment bankers and interested parties has continued through 2016 and 2017. The Company incorporated these new
factors in the Medallion Bank’s fair value analysis and the Board of Directors determined that Medallion Bank had a fair value in
excess of book value. In addition, in the 2016 third quarter there was a court ruling involving a marketplace lender that the Company
believes heightens the interest of marketplace lenders to acquire or merge with Utah industrial banks. The Company also engaged a
valuation specialist to assist the Board of Directors in their determination of Medallion Bank’s fair value, and this appreciation of
$15,500,000 was thereby recorded in 2015, and additional appreciation of $128,918,000 was recorded in 2016, and $7,849,000 was
recorded in 2017. See Note 3 for additional information about Medallion Bank.
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The following table sets forth the pretax changes in our unrealized appreciation (depreciation) on investments for the years

ended December 31, 2017, 2016, and 2015.

Investments Investments
Medallion Commercial in Equity Investment Other Than

(Dollars in thousands) Loans Loans Subsidiaries Investments Securities Securities Total
Balance December 31, 2014.... $ — ($ 2949) $ 5698 § 1,608 $ — $ 38645 § 43,002
Net change in unrealized
Appreciation on investments..... — — 18,132 1,141 — (9,621) 9,652
Depreciation on investments..... (3,568) (176) 586 (1,426) (18) (68) (4,670)
Reversal of unrealized

appreciation

(depreciation) related to

realized
Gains on investments................. — — (4,809) 9 — — (4,818)
Losses on investments............... 130 886 — 301 — 1,317
Other V..., — — (967) 967 — — —
Balance December 31, 2015.... (3,438) (2,239) 18,640 2,582 (18) 28,956 44,483
Net change in unrealized
Appreciation on investments..... — — 133,805 2,979 7 (28,372) 108,419
Depreciation on investments..... (28,028) 318 305 — 5 — (27,400)
Reversal of unrealized

appreciation

(depreciation) related to

realized
Gains on investments................. — — — (1,627) — — (1,627)
Losses on investments............... 2,943 543 — — 12 — 3,498
Other ...oocveeieeieeeeeeeeee — — — — (6) — 6)
Balance December 31, 2016.... (28,523) (1,378) 152,750 3,934 — 584 127,367
Net change in unrealized
Appreciation on investments..... — — 6,170 2,060 — (821) 7,409
Depreciation on investments..... (37,335) (410) — 277) — (1,253) (39,275)
Reversal of unrealized

appreciation

(depreciation) related to

realized
Gains on investments ................ — — — (3,082) — — (3,082)
Losses on investments............... 45,520 1,275 — 486 — — 47,281
Other ....ccvevcieeieeieceeeee — — — — — — —
Balance December 31,2017.... (8 20,338) (8 513) $ 158920 $ 3,121 § — ($ 1,490) $ 139,700

(1) Reclassification of Medallion Motorsports from equity investments to controlled subsidiaries.



The table below summarizes pretax components of unrealized and realized gains and losses in the investment portfolio for the
years ended December 31, 2017, 2016, and 2015.

(Dollars in thousands) 2017 2016 2015
Net change in unrealized appreciation (depreciation) on

investments
Unrealized appreciation ...........cccveeeeerveeeerieierisieeeeieeeee e eveneeeas $ 2,060 $ 2,986 $ 288
Unrealized depreciation ..........ccoocveveereeriieieeienieneeseeie e see e (38,022) (27,705) (3,822)
Net unrealized appreciation on investments in Medallion Bank and

other controlled SUbSIAiaries .............coceeueureeeeeeeereeereeeeeeeeeeeen. 9,483 130,121 21,638
Realized GaINS.......oooieiiiiiieeeeeee e (3,082) (1,627) (4,818)
ReEAlIZEA 10SSES....coeeveieeeeieeeeeeeeeeeeeeee e 47,281 3,498 1,317
Net unrealized losses on investments other than securities and

OHET ASSELS .....voveveevecvecee st (2,075) (28,387) (9,689)
TOtAL.......oiiiiiieee ettt $ 15,645 $ 78,886 $ 4,914
Net realized gains (losses) on investments
Realized @aINS........coveviiieeieiiieeieiiieceteeee ettt $ 3,082 §$ — 3 4,818
REAlIZEA 10SSES....ueeivieiieeiieiieeiieeteeeete ettt se s e (47,281) (3,486) (1,317)
OthEr ZAINS....ccuiiiiieiieiieieeieeteete et resresee e e sreeseesseesaesseesseenseens 4,684 4,140 4,261
Direct chargeoffs ......ccvevvieiieiiciecieeee e (4,229) (197) (126)
TOtAL.....coiiiii e 6 43,744) $ 457 % 7,636

The following table provides additional information on attributes of the nonperforming loan portfolio as of December 31, 2017
and 2016.

Unpaid Average
Recorded Principal Recorded
(Dollars in thousands) Investment @ Balance Investment
December 31, 2017
Medallion @......oovoiiieeeeeeee e S 79,871 § 82,612 § 128,671
Commercial @ .........ocoooiiiiieeeeeeeeeeee e 18,623 20,491 18,792
December 31, 2016
Medallion @.......oovoviiieieeeee e $ 73,192 § 74,078 § 87,999
ComMEICIAL @ ..ot 3,969 11,118 4,695

(1)  Asof December 31,2017 and 2016, $20,851 and $29,901 of unrealized depreciation had been recorded as a valuation allowance
on these loans.

(2) Interest income of $1,729 and $1,919 was recognized on these loans for the years ended December 31, 2017 and 2016.

(3) Included in the unpaid principal balance is unearned and paid-in-kind interest on nonaccrual loans of $4,609 and $8,035, which
is included in the nonaccrual disclosures in the section titled “Investment Transactions and Income Recognition” on page F-9, as
of December 31, 2017 and 2016.

The following tables show the aging of medallion and commercial loans as of December 31, 2017 and 2016.

December 31, 2017 Days Past Due Recorded Investment >
(Dollars in thousands) 31-60 61—90 91 + Total Current Total 90 Days and Accruing
Medallion loans $ 16,049 $ 12,387 $ 59,701 $ 88,137 $ 140,279 § 228,416 $ 265
Commercial loans ..................

Secured mezzanine......... — — — — 88,334 88,334 —

Other secured

commercial ................ — — 749 749 1,728 2,477 —

Total commercial loans — — 749 749 90,062 90,811 —

Total $ 16,049 $§ 12387 $ 60450 $ 88,886 $ 230,341 $§ 319,227 § 265
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December 31, 2016 Days Past Due Recorded Investment >

(Dollars in thousands) 31-60 61 —90 91 + Total Current Total 90 Days and Accruing
Medallion loans.................... $ 12350 $ 13,064 § 71,976 $ 97,390 $ 197,660 $ 295,050 $ 4,665
Commercial loans
Secured mezzanine........ — — 1,390 1,390 75,079 76,469 —
Other secured
commercial .............. 69 472 734 1,275 7,382 8,657 —
Total commercial
loans .........ccooeun..... 69 472 2,124 2,665 82,461 85,126 —
Total ......ooovviiiiieiieee, $ 12,419 $ 13,536 $ 74,100 $ 100,055 $ 280,121 $ 380,176 $ 4,665

A third party finance company sold various participations in asset based loans to Medallion Business Credit and Medallion
Bank. In April 2013 the aggregate balance of the participations was approximately $13.8 million, $12.9 million of which were held by
Medallion Bank. That amount was divided between seven separate borrowers operating in a variety of industries. In April 2013, the
third party finance company became the subject of an involuntary bankruptcy petition filed by its bank lenders. Among other things,
the bank lenders alleged that the third party finance company fraudulently misrepresented its borrowing availability under its credit
facility with the bank lenders and are seeking the third party finance company’s liquidation. In May 2013, the bankruptcy court
presiding over the third party finance company’s case entered an order converting the involuntary chapter 7 case to a chapter 11 case.
The Company and Medallion Bank have placed these loans on nonaccrual, and reversed interest income. In addition, the Company
and Medallion Bank have established valuation allowances against the outstanding balances. On May 31, 2013, the Company and
Medallion Bank commenced an adverse proceeding against the third party finance company and the bank lenders seeking declaratory
judgment that the Company’s and Medallion Bank’s loan participations are true participations and not subject to the bankruptcy estate
or to the bank lender’s security interest in the third party finance company’s assets. The third party finance company and bank lenders
are contesting the Company’s and Medallion Bank’s position. In April 2014, the Company and Medallion Bank received a decision
from the court granting summary judgment in their favor with respect to the issue of whether the Company’s and Medallion Bank’s
loan participations are true participations. In March 2015, the Company and Medallion Bank received a decision from the court
finding that the bank lenders generally held a first lien on the Company’s and Medallion Bank’s loan participations subject to, among
other things, defenses still pending prosecution by the parties and adjudication by the court. The Company and Medallion Bank are
appealing the decision. The remaining issues are still being litigated. Although the Company and Medallion Bank believe the claims
raised by the third party finance company and the bank lenders are without merit and will vigorously defend against them, the
Company and Medallion Bank cannot at this time predict the outcome of this litigation or determine their potential exposure. At
December 31, 2017, five of the seven secured borrowers had refinanced their loans in full with third parties, and the related proceeds
are held in escrow pending resolution of the bankruptcy proceedings. In September 2015, one loan was sold at a discount to a third
party, and the related proceeds are held in escrow pending resolution of the bankruptcy proceeding. One loan was charged off in
September 2014. The balances related to the paid off loans have been reclassified to other assets on the consolidated balance sheet.
The table below summarizes these receivables and their status with the Company and Medallion Bank as of December 31, 2017.

(Dollars in thousands) The Company Medallion Bank Total
Loans outstanding...........c.ccccevveveereveeiereeereeeeeeeereeee e $ 258 $ 1,953 $ 2,211
Loans charged off V.........ccooiiiiiiieiiiiice e (258) (1,953) (2,211)

Valuation allOWancCe ...........cooveveivveeieeieeeeeeeeeeeee e — — —

Net loans outstanding ............ccceeceeviveiieecvesieneereeee e — — —

Other 1eCeiVaDIES .......eeiieiieieiie e 590 11,062 11,652
Valuation allowance ............cceevveevieiiieenieeieeie e (251) (5,901) (6,152)
Net other 1eCeivables .........ooovvviiiiiiiiiiieeceeeeeee e 339 5,161 5,500
Total net outstanding ...........cccvevveeeerienienieeieeieseesre e eee e 339 5,161 5,500

Income foregone in 2017 .......cocvevieniiereeieeieciee e — — —
Total iNCOME fOTrEZONE .......c.ocveveeviiericrieetecveeeeeeeee e $ 74 3 108 $ 182

(1) The income foregone on the charged off loan was $99 for the Company and $213 for Medallion Bank.
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The following table shows troubled debt restructurings which the Company entered into during the year ended December 31,
2017.

Pre-Modification Post-Modification
(Dollars in thousands) Number of Loans Investment Investment
Medallion loans 63 $ 39,898 $ 39,824
Commercial loans 2 6,547 6,547
Total 65 $ 46,445 $ 46,371

During the twelve months ended December 31, 2017, sixteen loans modified as troubled debt restructurings were in default and
had an investment value of $4,248,000 as of December 31, 2017, net of $1,956,000 of unrealized depreciation.

The following table shows troubled debt restructurings which the Company entered into during the year ended December 31,
2016.

Pre-Modification Post-Modification
(Dollars in thousands) Number of Loans Investment Investment
Medallion 10ans ...............cooooeeveoeeeieieeeieeeee, 7 % 3,639 §$ 3,670
Commercial loans ...............cccccoociiiiiniiinnnnn, — — —
Total......oooen e 7 % 3,639 $ 3,670

During the twelve months ended December 31, 2016, one loan modified as troubled debt restructurings was in default and had
an investment value of $394,000 as of December 31, 2016, net of $335,000 of unrealized depreciation.

Fixed Assets

Fixed assets are carried at cost less accumulated depreciation and amortization, and are depreciated on a straight-line basis over
their estimated useful lives of 3 to 10 years. Leasehold improvements are amortized on a straight-line basis over the shorter of the
lease term or the estimated economic useful life of the improvement. Depreciation and amortization expense was $94,000, $110,000,
and $140,000 for the years ended December 31, 2017, 2016, and 2015.

Deferred Costs

Deferred financing costs, included in other assets, represents costs associated with obtaining the Company’s borrowing
facilities, and is amortized on a straight line basis over the lives of the related financing agreements. Amortization expense was
$925,000, $722,000, and $276,000 for the years ended December 31, 2017, 2016, and 2015, recorded as interest expense on the
Consolidated Statements of Operations. In addition, the Company capitalizes certain costs for transactions in the process of
completion (other than business combinations), including those for potential investments, and the sourcing of other financing
alternatives. Upon completion or termination of the transaction, any accumulated amounts will be amortized against income over an
appropriate period, or written off. The amounts on the balance sheet for all of these purposes were $3,070,000 and $4,003,000 at
December 31, 2017 and 2016.

Income Taxes

Income taxes are accounted for using the asset and liability approach in accordance with FASB ASC Topic 740, Income
Taxes (“ASC 740”). Deferred tax assets and liabilities reflect the impact of temporary differences between the carrying amount of
assets and liabilities and their tax basis and are stated at tax rates expected to be in effect when taxes are actually paid or recovered.
Deferred tax assets are also recorded for net operating losses, capital losses and any tax credit carryforwards. A valuation allowance is
provided against a deferred tax asset when it is more likely than not that some or all of the deferred tax assets will not be realized. All
available evidence, both positive and negative, is considered to determine whether a valuation allowance for deferred tax assets is
needed. Items considered in determining our valuation allowance include expectations of future earnings of the appropriate tax
character, recent historical financial results, tax planning strategies, the length of statutory carryforward periods and the expected
timing of the reversal of temporary differences. Under ASC 740, forming a conclusion that a valuation allowance is not needed is
difficult when there is negative evidence, such as cumulative losses in recent years. The Company recognizes tax benefits of uncertain
tax positions only when the position is more likely than not to be sustained assuming examination by tax authorities. The Company
records income tax related interest and penalties, if applicable, within current income tax expense. Through December 31, 2015 the
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Company qualified to be taxed as a RIC under the Code. Generally, a RIC is entitled to deduct dividends it pays to its shareholders
from its income to determine taxable income.

Net Increase in Net Assets Resulting from Operations per Share (EPS)

Basic earnings per share are computed by dividing net increase in net assets resulting from operations available to common
shareholders by the weighted average number of common shares outstanding for the period. Diluted earnings per share reflect the
potential dilution that could occur if option contracts to issue common stock were exercised, or if restricted stock vests, and has been
computed after giving consideration to the weighted average dilutive effect of the Company’s stock options and restricted stock. The
Company uses the treasury stock method to calculate diluted EPS, which is a method of recognizing the use of proceeds that could be
obtained upon exercise of options and warrants, including unvested compensation expense related to the shares, in computing diluted
EPS. It assumes that any proceeds would be used to purchase common stock at the average market price during the period.

The table below shows the calculation of basic and diluted EPS.

Years Ended December 31,

(Dollars in thousands) 2017 2016 2015
Net increase in net assets resulting from operations

available to common shareholders.............ccovevveennnen. $ 278 $ 23,515 $ 29,376
Weighted average common shares outstanding applicable

t0 DasiC EPS ..c.oooiiiiiiicccceee 23,919,994 24,123,888 24,315,427
Effect of dilutive stock options.........cccecveveeiieiencnerceenne. 439 230 10,378
Effect of restricted stock grants ...........ccceeeveevevieneenreennnns 132,874 48,902 66,154
Adjusted weighted average common shares outstanding

applicable to diluted EPS ........cccoovioiiiiiiieeceee 24,053,307 24,173,020 24,391,959
Basic earnings per Share ...........ccoceevevveirieieiereeeeeeneennns $ 001 § 097 § 1.21
Diluted earnings per Share ...........cccceeeeveereeeierieneereenenne 0.01 0.97 1.20

Potentially dilutive common shares excluded from the above calculations aggregated 366,245, 346,232, and 435,254 shares as
of December 31, 2017, 2016, and 2015.

Stock Compensation

The Company follows FASB Accounting Standard Codification Topic 718 (ASC 718), Compensation — Stock Compensation,
for its stock option and restricted stock plans, and accordingly, the Company recognizes the expense of these grants as required.
Stock-based employee compensation costs pertaining to stock options is reflected in net increase in net assets resulting from
operations for any new grants using the fair values established by usage of the Black-Scholes option pricing model, expensed over the
vesting period of the underlying option. Stock-based employee compensation costs pertaining to restricted stock are reflected in net
increase in net assets resulting from operations for any new grants using the grant date fair value of the shares granted, expensed over
the vesting period of the underlying stock.

During 2017, 2016, and 2015, the Company issued 327,251, 48,527, and 162,576 restricted shares of stock-based compensation
awards, and issued 29,666, 12,000, and 27,000 shares of other stock-based compensation awards, and recognized $785,000, $568,000,
and $1,294,000, or $0.03, $0.02, and $0.05 per diluted common share for each respective year, of non-cash stock-based compensation
expense related to the grants. As of December 31, 2017, the total remaining unrecognized compensation cost related to unvested stock
options and restricted stock was $396,000, which is expected to be recognized over the next 11 quarters (see Note 6).

Distributions to Shareholders
The table below shows the tax character of distributions for tax reporting purposes.

Years Ended December 31,

(Dollars in thousands) 2017 2016 2015
Distributions paid from

Investment INCOME, NEL.........cveveevriieeiiieiee ettt e, $ — $ 14570 $ 20,042
Return of capital .......ccoecvieiieieiieieeee e, — — 4,330
Realized gains from investment transactions, net..........c.ccoceevernenne, — — —
Total diStributions ..............ccoooovioiiiiiiiieieeeeeeeee e, $ — $ 14570 $§ 24372




Our ability to make distributions is restricted by SBA regulations and under the terms of the SBA debentures. As of
December 31, 2017, the Company had no undistributed net investment income or realized gains.

Derivatives

The Company manages its exposure to increases in market rates of interest by periodically purchasing interest rate caps to lock
in the cost of funds of its variable-rate debt in the event of a rapid run up in interest rates. The Company entered into contracts to
purchase interest rate caps on $70,000,000 of notional value of principal from various multinational banks, with termination dates
ranging to December 2018. The caps provide for payments to the Company if various LIBOR thresholds are exceeded during the cap
terms. Total cap purchases were generally fully expensed when paid, including $19,000, $20,000, and $81,000 in 2017, 2016, and
2015, and all are carried at $0 on the balance sheet at December 31, 2017.

Reclassifications

Certain reclassifications have been made to prior year balances to conform with the current year presentation. These
reclassifications have no effect on the previously reported results of operations.

(3) INVESTMENTS IN MEDALLION BANK AND OTHER CONTROLLED SUBSIDIARIES

The following table presents information derived from Medallion Bank’s statement of comprehensive income and other
valuation adjustments on other controlled subsidiaries for the years ended December 31, 2017, 2016, and 2015.

(Dollars in thousands) 2017 2016 2015
Statement of comprehensive income
INVEStMENt INCOMMIC ... ..ooeeeeeieeeeeeee e s $ 111,281 $ 103,454 $ 91,021
INEETESt EXPEIISE ..eevvieinriieiiieeiieeiee ettt sttt s 13,869 11,762 9,205
Net intereSt IMCOME ............ocovvviviieiiiiiiieeeee e ee e e 97,412 91,692 81,816
NONINEETESE INCOMIE ...eevvveeerieeiieeiieeieeeieeeieeeteeeeeeereeeaeeereesnseesnnes 121 308 291
Operating expenses ! .........ooveeieiririniieeeeeeeee s 26,032 24,281 21,621
Net investment income before income taxes................................ 71,501 67,719 60,486
Income tax provision (benefit).......ccceverveereeriieiinienieniieie e 15,093 (326) 18,974
Net investment income after income taxes....................c.....ccc...... 56,408 68,045 41,512
Net realized/unrealized losses of Medallion Bank @........................ (51,696) (66,328) (18,275)
Net increase in net assets resulting from operations of

Medallion Bank ................cccoviueiiuiieiieeieinieeseie e 4,712 1,717 23,237
Unrealized appreciation (depreciation) on Medallion Bank @.......... 5,482 123,667 (2,763)
Net realized/unrealized gains (losses) on controlled subsidiaries

other than Medallion Bank................ccccoovviveveirinieeeeeecennns (711) 4,737 (3,644)
Net increase in net assets resulting from operations of

Medallion Bank and other controlled subsidiaries ................. $ 9483 § 130,121 § 16,830

(1) Excluded from operating expenses and included in net realized/unrealized losses of Medallion Bank were $1,476, $0 and $1,150
of unrealized losses on other assets for 2017, 2016, and 2015.

(2) Unrealized appreciation (depreciation) on Medallion Bank reflects the adjustment to the investment carrying amount to reflect
the dividends declared to the Company and the US Treasury, and the fair value adjustments to the carrying amount of Medallion
Bank.
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The following table presents Medallion Bank’s balance sheets and the net investments in other controlled subsidiaries as of
December 31, 2017 and 2016.

(Dollars in thousands) 2017 2016
LOANS ..ttt et sne et neeens $ 864,819 § 965,082
Investment securities, at fair value ............ccoovveviieiiiieiieeiceeeceeeeee 43,478 36,861
Net INVESTMENS D ..ottt 908,297 1,001,943
CaSN. et ettt 110,233 30,881
Other ASSELS, NEL .....coivviieeiiie e eeeee et eereeeeereeeean 58,827 43,134
TOtAl ASSEES.......oovvvviiiiiiiiiiiiiieiieeieeeeeeeeeeeeeeeeeeee e $ 1077357 $ 1,075,958
Other HabIlES .....eoviveceiceiceeceieeeeeeeeeeteee e $ 3,836 $ 3,453
Due t0 affIlIates .....ooevviiiiieciec e 1,055 1,084
Deposits and other borrowings, including accrued interest payable .. 908,236 909,536
Total liabilities ...............ccoccoevviiiiiii s 913,127 914,073
Medallion Bank equity @.........ccooveveieeeueieeereeeeeeeceereeeee e 164,230 161,885
Total liabilities and equity ...............coocevviiiiiiiniiee e $ 1,077,357 $ 1,075,958
Investment in other controlled subsidiaries.............cccceeevvveevveeeneennn.. $ 11,449 §$ 12,771
Total investment in Medallion Bank and other controlled

SUbSIAIATIES @ ..o $ 302,147 § 293,360

(1) Included in Medallion Bank’s net investments is $0 and $4 for purchased loan premium at December 31, 2017 and 2016.

(2) Includes $26,303 of preferred stock issued to the US Treasury under the Small Business Lending Fund Program (SBLF).

(3) Includes $152,267 and $144,418 of unrealized appreciation on Medallion Bank in excess of Medallion Bank’s book value as of
December 31, 2017 and 2016.

The following paragraphs summarize the accounting and reporting policies of Medallion Bank, and provide additional
information relating to the tables presented above.

Investment securities are purchased from time-to-time in the open market at prices that are greater or lesser than the par value of
the investment. The resulting premium or discount is deferred and recognized on a level yield basis as an adjustment to the yield of the
related investment. At December 31, 2017 and 2016, the net premium on investment securities totaled $265,000 and $238,000, and
$81,000, $82,000, and $83,000 was amortized to interest income for the years ended December 31, 2017, 2016, and 2015.

Loan origination fees and certain direct origination costs are deferred and recognized as an adjustment to the yield of the related
loans. At December 31, 2017 and 2016, net loan origination costs were $11,097,000 and $12,371,000. Net amortization expense for
the years ended December 31, 2017, 2016, and 2015 was $3,513,000, $3,489,000, and $3,354,000.

Medallion Bank’s policies regarding nonaccrual of medallion and commercial loans are similar to those of the Company. The
consumer portfolio has different characteristics compared to commercial loans, typified by a larger number of lower dollar loans that
have similar characteristics. These loans are placed on nonaccrual, when they become 90 days past due, or earlier if they enter
bankruptcy, and are charged off in their entirety when deemed uncollectible, or when they become 120 days past due, whichever
occurs first, at which time appropriate collection and recovery efforts against both the borrower and the underlying collateral are
initiated. At December 31, 2017, $5,366,000 or 1% of consumer loans, no commercial loans, and $27,332,000 or 12% of medallion
loans were on nonaccrual, compared to $4,179,000 or 1% of consumer loans, no commercial loans, and $47,841,000 or 16% of
medallion loans on nonaccrual at December 31, 2016, and $3,381,000 or 1% of consumer loans, no commercial loans, and
$21,722,000 or 6% of medallion loans on nonaccrual at December 31, 2015. The amount of interest income on nonaccrual loans that
would have been recognized if the loans had been paying in accordance with their original terms was $1,487,000 ($1,221,000 of
which had been applied to principal), $514,000, and $233,000 as of December 31, 2017, 2016, and 2015. See also the paragraph and
table on page F-13 following the delinquency table for a discussion of other past due amounts.

Medallion Bank’s loan and investment portfolios are assessed for collectability on a monthly basis, and a loan loss allowance is
established for any realizability concerns on specific investments, and general reserves have also been established for any unknown
factors. Adjustments to the value of this portfolio are based on the Company’s own historical loan loss data developed since 2004,
adjusted for changes in delinquency trends and other factors as described previously in Note 2.
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Medallion Bank raises deposits to fund loan originations. The deposits were raised through the use of investment brokerage
firms who package deposits qualifying for FDIC insurance into pools that are sold to Medallion Bank. The rates paid on the deposits
are highly competitive with market rates paid by other financial institutions, and include a brokerage fee, depending on the maturity of
the deposit, which averages less than 0.15% and, which is capitalized and amortized to interest expense over the life of the respective
pool. The total amount capitalized at December 31, 2017 and 2016 was $1,941,000 and $1,996,000, and $1,330,000, $1,369,000, and
$1,314,000 was amortized to interest expense during 2017, 2016, and 2015. Interest on the deposits is accrued daily and paid monthly,
quarterly, semiannually, or at maturity.

The outstanding balances of fixed rate borrowings were as follows:

Payments Due for the Year Ending December 31,

December 31, December 31,  Interest
(Dollars in thousands) 2018 2019 2020 2021 2022 Thereafter 2017 2016 Rate ¥

Deposits and other borrowings .... $424,115 $260,872 $91,136 $76,884 $53,741 $§ — $ 906,748 $ 908,442 1.51%

(1) Weighted average contractual rate as of December 31, 2017.

Medallion Bank is subject to various regulatory capital requirements administered by the FDIC and State of Utah Department of
Financial Institutions. Failure to meet minimum capital requirements can initiate certain mandatory and possibly additional
disciplinary actions by regulators that, if undertaken, could have a direct material effect on Medallion Bank’s and the Company’s
financial statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective action, Medallion Bank
must meet specific capital guidelines that involve quantitative measures of Medallion Bank’s assets, liabilities, and certain off-balance
sheet items as calculated under regulatory accounting practices. Medallion Bank’s capital amounts and classification are also subject
to qualitative judgments by Medallion Bank regulators about components, risk weightings, and other factors.

FDIC-insured banks, including Medallion Bank, are subject to certain federal laws, which impose various legal limitations on
the extent to which banks may finance or otherwise supply funds to certain of their affiliates. In particular, Medallion Bank is subject
to certain restrictions on any extensions of credit to, or other covered transactions, such as certain purchases of assets, with the
Company or its affiliates.

Quantitative measures established by regulation to ensure capital adequacy require Medallion Bank to maintain minimum
amounts and ratios as defined in the regulations (set forth in the table below). Additionally, as conditions of granting Medallion
Bank’s application for federal deposit insurance, the FDIC ordered that the leverage ratio (Tier 1 capital to average assets) be not less
than 15%, and that an adequate allowance for loan losses be maintained. As a result, to facilitate maintenance of the capital ratio
requirement and to provide the necessary capital for continued growth, the Company periodically makes capital contributions to
Medallion Bank, including $0 in 2017, $3,000,000 in 2016, and $8,000,000 in 2015. Separately, Medallion Bank declared dividends
to the Company of $0 in 2017, $3,000,000 in 2016, and $18,000,000 in 2015.

On February 27, 2009 and December 22, 2009, Medallion Bank issued, and the US Treasury purchased under the TARP Capital
Purchase Program (the CPP) Medallion Bank’s fixed rate non-cumulative Perpetual Preferred Stock, Series A, B, C, and D for an
aggregate purchase price of $21,498,000 in cash. On July 21, 2011, Medallion Bank issued, and the US Treasury purchased 26,303
shares of Senior Non-Cumulative Perpetual Preferred Stock, Series E (Series E) for an aggregate purchase price of $26,303,000 under
the Small Business Lending Fund Program (SBLF). The SBLF is a voluntary program intended to encourage small business lending
by providing capital to qualified smaller banks at favorable rates. In connection with the issuance of the Series E, Medallion Bank
exited the CPP by redeeming the Series A, B, C, and D; and received approximately $4,000,000, net of dividends due on the repaid
securities. Medallion Bank previously paid a dividend rate of 1% on the Series E, which increased to 9% in the 2016 first quarter.
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The following table represents Medallion Bank’s actual capital amounts and related ratios as of December 31, 2017 and 2016,
compared to required regulatory minimum capital ratios and the ratios required to be considered well capitalized. As of December 31,
2017, Medallion Bank meets all regulatory capital adequacy requirements to which it is subject, and is well-capitalized.

Regulatory
(Dollars in Thousands) Minimum Well-capitalized December 31, 2017 December 31, 2016
Common equity tier 1 capital................. $ — $ — $ 137,494 S 130,158
Tier 1 capital......cccccveveveceeeierieeeieenn, — — 163,797 156,461
Total capital.......ccccceevvecieeieieeeieenn, — — 176,876 170,385
AVErage assets.......occeevveeneerniieenieenieenn, — — 1,127,087 1,081,522
Risk-weighted assets ........ccecevvenieennnnn, — — 995,145 1,067,103
Leverage ratio ) ........cocooeieveveiereee, 4% 5% 14.5% 14.5%
Common equity tier 1 capital ratio® ..... 5 7 13.8 12.2
Tier 1 capital ratio® ...........ccceovevevenrnnn, 6 8 16.5 14.7
Total capital ratio @...........ccceveveverennene, 8 10 17.8 16.0

(1) Calculated by dividing Tier 1 capital by average assets.
(2) Calculated by subtracting preferred stock or non-controlling interests from Tier 1 capital and dividing by risk-weighted assets.
(3) Calculated by dividing Tier 1 or total capital by risk-weighted assets.

(4) FUNDS BORROWED

The outstanding balances of funds borrowed were as follows:

Payments Due for the Year Ending December 31,

December 31, December 31, Interest
(Dollars in thousands) 2018 2019 2020 2021 2022 Thereafter 2017 2016 Rate
DZ loan..........c........... $ 9984 — § — § — § — 8§ — $ 99984 § 106,244 3.02%
Notes payable to
banks........cccoeveenn 81,450 — — — — — 81,450 94,219 3.94
SBA debentures and
borrowings............ 1,655 3,044 26,365 8,500 — 40,000 79,564 81,985 3.39
Retail notes................. — — — 33,625 — — 33,625 33,625 9.00
Preferred securities ... — — — — — 33,000 33,000 33,000 3.63
Total ................ $ 183,089 $§ 3,044 $ 26365 $42,125 $ — $ 73,000 $ 327,623 $ 349,073 4.01

(1) Weighted average contractual rate as of December 31, 2017.

(A) DZ LOAN

In December 2008, Trust III entered into the DZ loan agreement with DZ Bank, to provide up to $200,000,000 of financing
through a commercial paper conduit to acquire medallion loans from MFC (DZ loan), which was extended in December 2013 until
December 2016 through an amended and restated credit agreement, which has been further extended several times and currently
terminates in March 2018. The line was reduced to $150,000,000, and which was further reduced in stages lowering to $125,000,000
on July 1, 2016, and remains as an amortizing facility; and of which $99,984,000 was outstanding at December 31, 2017. During 2016
and 2017, the DZ loan was amended several times, for the most part to improve Trust III’s flexibility under the credit facility.

Borrowings under Trust III’s DZ loan are collateralized by Trust III’s assets. MFC is the servicer of the loans owned by Trust
III. The DZ loan includes a borrowing base covenant and rapid amortization in certain circumstances. In addition, if certain financial
tests are not met, MFC can be replaced as the servicer. The interest rate with the 2013 extension is a pooled short-term commercial
paper rate which approximates LIBOR (30 day LIBOR was 1.56% at December 31, 2017) plus 1.65%.

(B) SBA DEBENTURES AND BORROWINGS

In 2016, the SBA approved $10,000,000 of commitments for MCI for a four and a half year term and a 1% fee, which was paid.
In 2015, the SBA approved $15,500,000 of commitments for MCI for a four year term and a 1% fee, which was paid. In 2014, the
SBA approved $10,000,000 of commitments for MCI for a four year term and a 1% fee, which was paid. In 2013, the SBA approved
$23,000,000 and $5,000,000 of commitments for FSVC and MCI, respectively, for a four year term and a 1% fee, which was paid, and
of which FSVC issued $23,000,000 of debentures, $18,150,000 of which was used to repay maturing debentures, and MCI issued
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$2,500,000 of debentures. During 2017, the SBA restructured FSVC’s debentures with SBA totaling $33,485,000 in principal into a
new loan by the SBA to Freshstart in the principal amount of $34,024,756 (the “SBA Loan”). In connection with the SBA loan, FSVC
executed a Note (the “SBA Note”), with an effective date of March 1, 2017, in favor of SBA, in the principal amount of $34,024,756.
The SBA Loan bears interest at a rate of 3.25% per annum and requires a minimum of $5,500,000 of principal and interest to be paid
on or before February 1, 2018, a minimum of $9,500,000 of principal and interest to be paid on or before February 1, 2019, and all
remaining unpaid principal and interest on or before February 1, 2020, the final maturity date of the SBA Loan. The SBA Loan
agreement contains covenants and events of defaults, including, without limitation, payment defaults, breaches of representations, and
warranties and covenants defaults. As of December 31, 2017, $169,985,000 of commitments had been fully utilized, there were
$5,500,000 of commitments available, and $79,564,000 was outstanding, including $31,064,000 under the SBA Note.

(C) NOTES PAYABLE TO BANKS

The Company and its subsidiaries have entered into note agreements with a variety of local and regional banking institutions
over the years. The notes are typically secured by various assets of the underlying borrower.

The table below summarizes the key attributes of the Company’s various borrowing arrangements with these lenders as of
December 31, 2017.

(Dollars in thousands)

Balance Average Interest
Outstanding at Rate at
# of Lenders/ Note Maturity Note December 31, December 31, Interest Rate
Borrower Notes Dates Dates Type Amounts 2017 Monthly Payment 2017 Index®
The Company .......... Term loans Interest only®
and demand
notes secured
4/11 - 1/18 - by p]edged
6/6 8/14 11/18 loans @ $ 59,360% $ 59,360 4.17% Various®
Medallion Term loans $135 principal &
Chicago.............. secured by interest
owned
11/11 - 10/16 - Chicago
3/28 12/11 06/18 medallions® 25,708 22,090 3.34% N/A
$ 85068 $ 81,450

(1) At December 31,2017, 30 day LIBOR was 1.56%, 360 day LIBOR was 2.11%, and the prime rate was 4.50%.

(2) One note has an interest rate of Prime, one note has an interest rate of Prime plus 0.50%, and the other interest rates on these
borrowings are LIBOR plus 2%.

(3) Various agreements call for remittance of all principal received on pledged loans subject to minimum monthly payments
ranging from $0 to $70.

(4) $13,267 guaranteed by the Company.

(D) PREFERRED SECURITIES

In June 2007, the Company issued and sold $36,083,000 aggregate principal amount of unsecured junior subordinated notes to
Fin Trust which, in turn, sold $35,000,000 of preferred securities to Merrill Lynch International and issued 1,083 shares of common
stock to the Company. The notes bear a variable rate of interest of 90 day LIBOR (1.69% at December 31, 2017) plus 2.13%. The
notes mature in September 2037 and are prepayable at par. Interest is payable quarterly in arrears. The terms of the preferred securities
and the notes are substantially identical. In December 2007, $2,000,000 of the preferred securities were repurchased from a third party
investor. At December 31, 2017, $33,000,000 was outstanding on the preferred securities.

(E) MARGIN LOAN

In June 2015, the Company entered into a margin loan agreement with Morgan Stanley. The margin loan is secured by the
pledge of short-term, high-quality investment securities held by the Company, and is initially available at 90% of the current fair
market value of the securities. The margin loan bears interest at 30-day LIBOR (1.56% at December 31, 2017) plus 1.00%. As of
December 31, 2017, there were no outstandings under this margin loan.
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(F) RETAIL NOTES

In April 2016, the Company issued a total of $33,625,000 aggregate principal amount of 9.00% unsecured notes due 2021, with
interest payable quarterly in arrears. The Company used the net proceeds from the offering of approximately $31,786,000 to make
loans and other investments in portfolio companies and for general corporate purposes, including repaying borrowings under its DZ
loan in the ordinary course of business.

(G) COVENANT COMPLIANCE

Certain of our debt agreements contain restrictions that require the Company and its subsidiaries to maintain certain financial
ratios, including debt to equity and minimum net worth. The Company is in compliance with such restrictions as of December 31,
2017 and 2016.

(5) INCOME TAXES

Through December 31, 2015, the Company qualified to be taxed as a RIC under Subchapter M of the Code. A RIC is not subject
to federal income tax on the portion of its taxable ordinary income and net long-term capital gains that are distributed to its
shareholders. For the tax year ended December 31, 2015, the Company had an ordinary loss for tax purposes.

During 2016, the Company’s assets did not meet the quarterly investment diversification requirements to qualify as a RIC,
primarily due to the increase in Medallion Bank’s fair value. Therefore, for the year ended December 31, 2016, the Company became
subject to taxation as a regular corporation under Subchapter C of the Code. This change in tax status does not affect the Company’s
status as a BDC under the 1940 Act or its compliance with the portfolio composition requirements of that statute.

As aresult of being taxed as a corporation under Subchapter C, the Company is subject to federal and applicable state corporate
income taxes on its taxable ordinary income and capital gains.

As a corporation taxed under Subchapter C, the Company is able, and intends, to file a consolidated federal income tax return
with corporate subsidiaries, including portfolio companies such as Medallion Bank, in which it holds 80 percent or more of the
outstanding equity interest measured by both vote and fair value.

The following table sets forth the significant components of our deferred and other tax assets and liabilities as of December 31,
2017 and 2016.

(Dollars in thousands) 2017 2016 2015
Unrealized gain on investment in Medallion Bank.................. (3 35,297) ($ 58,512) $ —
Unrealized losses on loans and nonaccrual interest................. 10,071 16,382 —
Net operating loss carryforwards ¢ ..........ccccoeiirniniireeene. 615 732 —
Unrealized gains on investments in other controlled

SUDSIAIATIES.......cevoveeeeecee e (3,617) (5,610) —
Unrealized gains on investments other than securities ............ (1,395) (3,2006) —
Accrued expenses, COmMPENSAtION .........cceerverueruereenrereereeeeneenss 782 1,263 —
Unrealized gains on other investments ............cccecceevereennenne. (542) (299) —
Total deferred tax liability ..., (29,383) (49,250) —
Valuation alloWance ..........cccecveveerieeeieiieiieneee e 39) (30) —
Deferred tax liability, net .................cc.coooiiiiinie, (29,422) (49,280) —
Taxes receivable (payable) .......cceeveeieriieiieieeiecieeeee e, 16,886 3,380 —
Net deferred and other tax liabilities ................................... 8 12,536) ($ 45,900) $ —

(1) Asof December 31, 2017, Medallion Chicago collectively had $1,712 of net operating loss carryforwards that expire at various
dates between December 31, 2026 and December 31, 2035. Additionally, the Company anticipates having a net operating loss of
$18,290 for the year ended December 31, 2017.
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The components of our tax provision (benefit) for the years ended December 31, 2017, 2016, and 2015 were as follows.

(Dollars in thousands) 2017 2016 2015
Current

Federal ......ocooo oot 6 15,613) $ (2,690) $ —
STALE 1vveeereeeie ettt ettt ettt ettt e e e s reesbe b e eraeeaeereenns (756) (689) —
Deferred

Federal ......ooooviiiiiieeeceeee e 4,169 39,028 —
Federal income tax rate change............oceeevvvvereeneenieeieeieseenns 17,279) — —
STALE .vveeereeiee ettt ettt ettt ettt e e e ereebe b e eraeeneeraenns (6,747) 10,251 —
Net provision (benefit) for income taxes ..................ccccceeeuenn 3 36,226) § 45900 $§ —

The following table presents a reconciliation of statutory federal income tax (benefit) expense to consolidated actual income tax
(benefit) expense reported in net increase in net assets for the years ended December 31, 2017, 2016, and 2015.

(Dollars in thousands) 2017 2016 2015
Statutory Federal Income tax at 35%......ccccceevveciveienieniienieennn, 6 12,582) $§ 24295 $§ —
State and local income taxes, net of federal income tax benefit ..... (645) 3,829 —
Federal income tax rate change............cceeevvvverieneenieeieeieseenns 17,279) — —
Change in effective state income tax rate ..........cocveeveeeeervennennnn 3,232) — —
Utilization of carry forwards............ccevvevieviieciinienienieieee e, (2,284) — —
Appreciation of Medallion Bank ............ccccooveevieniieciiicienienieennn (1,050) — —
Conversion to a taxable COrporation .............ccoeeeeveeveeeeseenneennn — 16,630 —
Book impairment of goodWill...........cccooiiiiieiiiieeec e — 2,065 —
ONET .ttt 846 919) —
Total income tax (benefit) eXPense.......cceveverveereerieerreeeeneeneens 6 36,226) § 45900 $ —

On December 22, 2017, the U.S. Government signed into law the “Tax Cuts and Jobs Act” which, starting in 2018, reduces the
Company’s corporate statutory income tax rate from 35% to 21%, but eliminates or increases certain permanent differences. As of the
date of enactment, the Company has adjusted its deferred tax assets and liabilities for the new statutory rate, which resulted in a
$17.3 million income tax benefit for the year ended December 31, 2017.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or
all of the deferred tax assets will not be realized. The realization of deferred tax assets is dependent upon the generation of future
taxable income during the periods in which temporary differences become deductible pursuant to ASC 740. The Company considers
the reversal of deferred tax liabilities, projected future taxable income, and tax planning strategies in making this assessment. The
Company’s evaluation of the realizability of deferred tax assets must consider both positive and negative evidence. The weight given
to the potential effects of positive and negative evidence is based on the extent to which it can be objectively verified. It is based upon
these considerations by which the Company has determined the valuation allowance deemed necessary as of December 31, 2017.

The Company has filed tax returns in many states. Federal, New York State, and New York City tax filings of the Company for
the tax years 2014 through the present are the more significant filings that are open for examination.

(6) STOCK OPTIONS AND RESTRICTED STOCK

The Company has a stock option plan (2006 Stock Option Plan) available to grant both incentive and nonqualified stock options
to employees. The 2006 Stock Option Plan, which was approved by the Board of Directors on February 15, 2006 and shareholders on
June 16, 2006, provided for the issuance of a maximum of 800,000 shares of common stock of the Company. No additional shares are
available for issuance under the 2006 Stock Option Plan. The 2006 Stock Option Plan is administered by the Compensation
Committee of the Board of Directors. The option price per share may not be less than the current market value of the Company’s
common stock on the date the option is granted. The term and vesting periods of the options are determined by the Compensation
Committee, provided that the maximum term of an option may not exceed a period of ten years.
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The Company’s Board of Directors approved the 2015 Employee Restricted Stock Plan (2015 Restricted Stock Plan) on
February 13, 2015 and which was approved by the Company’s shareholders on June 5, 2015. The 2015 Restricted Stock Plan became
effective upon the Company’s receipt of exemptive relief from the SEC on March 1, 2016. The terms of 2015 Restricted Stock Plan
provide for grants of restricted stock awards to the Company’s employees. A grant of restricted stock is a grant of shares of the
Company’s common stock which, at the time of issuance, is subject to certain forfeiture provisions, and thus is restricted as to
transferability until such forfeiture restrictions have lapsed. A total of 700,000 shares of the Company’s common stock are issuable
under the 2015 Restricted Stock Plan, and 332,796 remained issuable as of December 31, 2017. Awards under the 2015 Restricted
Stock Plan are subject to certain limitations as set forth in the 2015 Restricted Stock Plan. The 2015 Restricted Stock Plan will
terminate when all shares of common stock authorized for delivery under the 2015 Restricted Stock Plan have been delivered and the
forfeiture restrictions on all awards have lapsed, or by action of the Board of Directors pursuant to the 2015 Restricted Stock Plan,
whichever first occurs.

The Company’s Board of Directors approved the 2009 Employee Restricted Stock Plan (the Employee Restricted Stock Plan)
on April 16, 2009. The Employee Restricted Stock Plan became effective upon the Company’s receipt of exemptive relief from the
SEC and approval of the Employee Restricted Stock Option Plan by the Company’s shareholders on June 11, 2010. No additional
shares are available for issuance under the Employee Restricted Stock Plan. The terms of the Employee Restricted Stock Plan
provided for grants of restricted stock awards to the Company’s employees. A grant of restricted stock is a grant of shares of the
Company’s common stock which, at the time of issuance, is subject to certain forfeiture provisions, and thus is restricted as to
transferability until such forfeiture restrictions have lapsed. A total of 800,000 shares of the Company’s common stock were issuable
under the Employee Restricted Stock Plan, and as of December 31, 2017, none of the Company’s common stock remained available
for future grants. Awards under the 2009 Employee Plan are subject to certain limitations as set forth in the Employee Restricted
Stock Plan. The Employee Restricted Stock Plan will terminate when all shares of common stock authorized for delivery under the
Employee Restricted Stock Plan have been delivered and the forfeiture restrictions on all awards have lapsed, or by action of the
Board of Directors pursuant to the Employee Restricted Stock Plan, whichever first occurs.

The Company’s Board of Directors approved the 2015 Non-Employee Director Stock Option Plan (2015 Director Plan) on
March 12, 2015, which was approved by the Company’s shareholders on June 5, 2015, and on which exemptive relief to implement
the 2015 Director Plan was received from the SEC on February 29, 2016. A total of 300,000 shares of the Company’s common stock
are issuable under the 2015 Director Plan, and 258,334 remained issuable as of December 31, 2017. Under the 2015 Director Plan,
unless otherwise determined by a committee of the Board of Directors comprised of directors who are not eligible for grants under the
2015 Director Plan, the Company will grant options to purchase 12,000 shares of the Company’s common stock to a non-employee
director upon election to the Board of Directors, with an adjustment for directors who are elected to serve less than a full term. The
option price per share may not be less than the current market value of the Company’s common stock on the date the option is granted.
Options granted under the 2015 Director Plan are exercisable annually, as defined in the 2015 Director Plan. The term of the options
may not exceed ten years.

The Company’s Board of Directors approved the First Amended and Restated 2006 Director Plan (the Amended Director Plan)
on April 16, 2009, which was approved by the Company’s shareholders on June 5, 2009, and on which exemptive relief to implement
the Amended Director Plan was received from the SEC on July 17, 2012. A total of 200,000 shares of the Company’s common stock
were issuable under the Amended Director Plan. No additional shares are available for issuance under the Amended Director Plan.
Under the Amended Director Plan, unless otherwise determined by a committee of the Board of Directors comprised of directors who
were not eligible for grants under the Amended Director Plan, the Company granted options to purchase 9,000 shares of the
Company’s common stock to an Eligible Director upon election to the Board of Directors, with an adjustment for directors who are
elected to serve less than a full term. The option price per share was not less than the current market value of the Company’s common
stock on the date the option was granted. Options granted under the Amended Director Plan are exercisable annually, as defined in the
Amended Director Plan. The term of the options may not exceed ten years.

No additional shares are available for future issuance under the Employee Restricted Stock Plan and the Amended Director
Plan. At December 31, 2017, 320,626 options on the Company’s common stock were outstanding under the 2006 and 2015 plans, of
which 273,960 options were exercisable, and there were 408,582 unvested shares of the Company’s common stock outstanding under
the Employee Restricted Stock Plan.
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The fair value of each restricted stock grant is determined on the date of grant by the closing market price of the Company’s
common stock on the grant date. The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-
pricing model. The weighted average fair value of options granted was $0.28, $0.53, and $0.90 per share for the years ended
December 31, 2017, 2016, and 2015. The following assumption categories are used to determine the value of any option grants.

Year ended December 31,

2017 2016 2015
Risk free INtereSt Tate .......cccuevuieriieniiiiieie e 1.84% 1.22% 1.87%
Expected dividend yield........c.ccoevirinirieiiinininininneccecccecee 7.39 10.13 8.90
Expected life of option in years V. .......cocoeeveiriniiieeeeeeeeieienene, 6.00 6.00 6.00
Expected vOIatility @ ........ooviurieveieieiiiceeieieee et 30.00% 30.00% 30.00%

(1) Expected life is calculated using the simplified method.
(2) We determine our expected volatility based on our historical volatility.

The following table presents the activity for the stock option programs for the years ended December 31, 2017, 2016, and 2015.

Exercise Weighted
Price Per Average
Number of Options Share Exercise Price

Outstanding at December 31, 2014............... 461,821 $ 7.49-13.84 § 10.38
Granted .........ooooeeiieiieeee e 27,000 9.38 9.38
Cancelled .......ooccvveviieeiieiieeeeeceeeee e (12,118) 9.22-13.06 11.07
EXercised M .....ooviviiieieeeeeeeeeeeee e (30,449) 9.22 9.22
Outstanding at December 31, 2015............... 446,254 7.49-13.84 10.38
Granted .......occveeeuveeiieeie et 12,000 7.10 7.10
Cancelled .........oouvvvevienieiiciecieeee e (110,636) 9.22-13.84 12.25
EXercised M ....ooviviiieeeeeeeeeeeeeeeeee (2,100) 9.22 9.22
Outstanding at December 31, 2016............... 345,518 7.10-13.84 9.67
Granted .......ccoocvevvveeiieieeiee e 29,666 2.14-2.61 2.35
Cancelled ........ccooveevieiieiecieeeececee e, (54,558) 10.76-11.21 10.94
Exercised M ......ovoiiieieeeeeeeeeeeeeee e — — —
Outstanding at December 31,2017 @ ........... 320,626 $ 2.14-13.84 $ 8.78
Options exercisable at.................ccccccvvenennne.

December 31, 2015......coooiiiiiiieeie e, 391,921 7.49-13.84 10.27
December 31, 2016........ccoveeiiiiiieeiiecieeeies 312,518 7.49-13.84 9.75
December 31,2017 @ ..o 273,960 7.10-13.84 9.50

(1) The aggregate intrinsic value, which represents the difference between the price of the Company’s common stock at the exercise
date and the related exercise price of the underlying options, was $0, $0, and $0 for 2017, 2016, and 2015.

(2) The aggregate intrinsic value, which represents the difference between the price of the Company’s common stock at
December 31, 2017 and the related exercise price of the underlying options, was $35,000 for outstanding options and $0 for
exercisable options as of December 31, 2017. The remaining contractual life was 2.49 years for outstanding options and 1.39
years for exercisable options at December 31, 2017.
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The following table presents the activity for the restricted stock programs for the years ended December 31, 2017, 2016, and
2015.

Grant Weighted

Price Per Average
Number of Shares Share Grant Price
QOutstanding at December 31, 2014..................... 209,365 $ 10.08-15.61 $ 12.47
Granted .........oooveeieeie e 162,576 9.08-10.38 9.89
Cancelled .....c.ooevvveecieeiieeeeceeee e (53,761) 9.92-15.61 11.16
VESted Do (109,140) 10.08-15.61 12.16
Outstanding at December 31, 2015..................... 209,040 9.08-15.61 10.96
Granted ......oooveeeeiieeiieeieeeieeee e 48,527 3.95-7.98 4.47
Cancelled .......oooevveeeeiieiieeeeeeeeee e (11,325) 9.92-15.61 11.17
VeESted ... (78,539) 9.08-15.61 11.38
Outstanding at December 31, 2016..................... 167,703 3.95-13.46 8.88
Granted .......coceeeeveeeeeieeieeeeece e 327,251 2.06-3.93 2.48
Cancelled .......oovvvveiienieiicieceeeeee e (8,988) 2.14-10.08 3.07
VeESted ... (77,384) 9.08-13.46 11.09
Outstanding at December 31,2017 @ ................. 408,582 $ 2.06-10.38  $ 3.45

(1) The aggregate fair value of the restricted stock vested was $169,000, $722,000, and $916,000 for 2017, 2016, and 2015.
(2) The aggregate fair value of the restricted stock was $1,422,000 as of December 31, 2017. The remaining vesting period was
1.80 years at December 31, 2017.

The following table presents the activity for the unvested options outstanding under the plans for the year ended December 31,
2017.

Weighted

Number of Exercise Price Average
Options Per Share Exercise Price
Outstanding at December 31, 2016............................ 33,000 $ 7.10-13.53 $ 8.93
Granted .......coeeevieeiieiieceee ettt e 29,666 2.14-2.61 2.35

Cancelled .......oooveverininiiieee e — — —

VESTEA ..o s e eeeee e s ee s eeseeseeeeeeeene (16,000) 7.10-13.53 9.59
Outstanding at December 31, 2017 46,666 S 2.14-9.38 $ 4.52

The intrinsic value of the options vested was $0, $0, and $0 in 2017, 2016, and 2015.
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(7) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following table presents the Company’s quarterly results of operations for the years ended December 31, 2017, 2016, and
2015.

(Dollars in thousands, except per share data) March 31 June 30 September 30 December 31
2017 Quarter Ended
INVEStMENt INCOME .....veeeeviiiiieeiiecieeere et e S 4,250 $ 3,787 $ 5,567 $ 6,020
Net investment income (loss) after income taxes.................. (435) (1,293) (2,490) (2,903)
Net increase (decrease) in net assets resulting from

OPEIAtIONS .......voveeeeeceeeeeeeeeeeeeeeeeeseeee s s eeneeeseneneesans 1,111 4,797) 619 3,345

Net increase (decrease) in net assets resulting from
operations per common share

BASIC cuviteiieieeieee e $ 005 $ 0.20) $ 003 $ 0.14
Diluted ..o 0.05 (0.20) 0.03 0.14
2016 Quarter Ended
TNVESTMENT INCOIME ...t eeeeae e $ 8,986 $ 5,836 $ 5269 $ 4,997
Net investment income (loss) after income taxes.................. 2,039 (1,402) (2,6006) 2,088
Net increase in net assets resulting from operations.............. 6,848 4,568 5,043 7,056

Net increase in net assets resulting from operations per
common share

BaSIC oot $ 028 $ 0.19 $ 021 $ 0.29
DIlUted ..o 0.28 0.19 0.21 0.29
2015 Quarter Ended
INVEStMENT INCOIME ..ot $ 11,831 $ 10,838 § 10,665 $ 9,319
Net investment income after income taxes..............coevveene... 4,904 4,330 4,236 3,356
Net increase in net assets resulting from operations.............. 7,068 8,086 7,312 6,911

Net increase in net assets resulting from operations per
common share
BAaSiC ... $ 029 $ 033 $ 030 $ 0.29
DilUted ..o 0.29 0.33 0.30 0.29

(8) RECENTLY ISSUED ACCOUNTING STANDARDS

In May 2017, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2017-09,
Compensation — Stock Compensation (Topic 718): Scope of Modification Accounting. The objective of this update is to provide
clarity and reduce both diversity in practice and cost and complexity when applying the guidance of Topic 718. The amendments in
this update are effective for annual periods beginning after December 15, 2017, and interim periods within those fiscal years. Early
adoption is permitted. The Company has assessed the impact of the update and has determined that it will not have a material effect on
its financial condition and results of operations.

In January 2017, the FASB issued ASU 2017-04, Intangibles — Goodwill and Other (Topic 350): Simplifying the Test for
Goodwill Impairment. The objective of this update is to simplify the subsequent measurement of goodwill, by eliminating step 2 from
the goodwill impairment test. The amendments in this update are effective for annual periods beginning after December 15, 2019, and
interim periods within those fiscal years. The Company does not believe this update will have a material impact on its financial
condition.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts
and Cash Payments. The update clarifies how entities should classify certain cash receipts and cash payments on the statement of cash
flows with the objective of reducing the existing diversity in practice related to eight specific cash flow issues. The amendments in this
update are effective for annual periods beginning after December 15, 2017, and interim periods within those fiscal years. Early
adoption is permitted. The Company has assessed the impact of the update and has determined that it will not have a material effect on
its financial condition and results of operations.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). ASU 2016-02 requires the recognition of lease assets
and lease liabilities by lessees for leases classified as operating under current GAAP. ASU 2016-02 applies to all entities and is
effective for fiscal years beginning after December 15, 2018 for public entities, with early adoption permitted. The Company is
assessing the impact the update will have on its financial condition and results of operations.
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In January 2016, the FASB issued ASU 2016-01, Financial Instruments—Overall (Topic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities. The main objective of this Update is to enhance the reporting model for
financial instruments and provide users of financial statements with more decision-useful information. ASU 2016-01 requires equity
investments to be measured at fair value, simplifies the impairment assessment of equity investment without readily determinable fair
value, eliminates the requirements to disclose the fair value of financial instruments measured at amortized cost, and requires public
business entities to use the exit price notion when measuring the fair value of financial instruments. The update, as amended, is
effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2017. The Company has
assessed the impact of the update and has determined that it will not have a material effect on its financial condition and results of
operations.

(9) SEGMENT REPORTING

The Company has one business segment, our lending and investing operations. This segment originates and services medallion,
secured commercial, and consumer loans, and invests in both marketable and nonmarketable securities.

(10) COMMITMENTS AND CONTINGENCIES
(a) Employment Agreements

The Company has employment agreements with certain key officers for either a two or five-year term. Annually, the contracts
with a five-year term will renew for new five-year terms unless prior to the end of the first year, either the Company or the executive
provides notice to the other party of its intention not to extend the employment period beyond the current five-year term. Annually, the
contracts with a two-year term will renew for new two-year terms unless prior to the term either the Company or the executive
provides notice to the other party of its intention not to extend the employment period beyond the current one-year term. In the event
of a change in control, as defined, during the employment period, the agreements provide for severance compensation to the executive
in an amount equal to the balance of the salary, bonus, and value of fringe benefits which the executive would be entitled to receive
for the remainder of the employment period.

Employment agreements expire at various dates through 2022. At December 31, 2017, minimum payments under employment
agreements are as follows:

(Dollars in thousands)

2008 ettt ettt et ettt ettt teete et e erteereeereereenreenes $ 2,460
2009 ettt et e et e et e et ereeereereenreens 1,068
2020 1.ttt ettt ettt te e beete et e ereeereeereereenreenes 660
2021 ettt et ettt ettt eaeetre et e ereenreeteenreenes 660
2022 1ottt ettt e et reeae b e ere et eeaeeteenreenes 275
TRETEATTET ...eiieviiiiii et ettt et et et et e veeearee s —

o] 721 O TP $ 5,123

(b) Other Commitments

The Company had $1,375,000 commitments outstanding at December 31, 2017. Generally, commitments are on the same terms
as loans to or investments in existing borrowers or investees, and generally have fixed expiration dates. Since some commitments are
expected to expire without being drawn upon, the total commitment amounts do not necessarily represent future cash requirements.

Commitments for leased premises expire at various dates through April 30, 2027. At December 31, 2017, minimum rental
commitments for non-cancelable leases are as follows:

(Dollars in thousands)

0L ettt ettt ettt ettt e et e e et eereeeteete et e ereeeteereens $ 1,679
2009 ettt ettt ettt eteete et e erteeteereens 1,940
2020 ..ttt ettt ettt et et e ete e b e ereeereeeteere et e erteereereens 1,950
2021 ottt ettt ettt et e et eeteeeteereenr e et eereenreens 1,846
2022 1ottt ettt ettt et e ereeraeettenteere et e et eeteereens 1,812
TREIEATIET ...ttt eaaeeas 7,861
TOMAL ..ttt ettt ettt et ettt te e eteeeteete et e ereeereereens $ 17,088



Occupancy expense was $1,069,000, $966,000, and $877,000 for the years ended December 31, 2017, 2016, and 2015.

(¢) Litigation

The Company and its subsidiaries become defendants to various legal proceedings arising from the normal course of business.
In the opinion of management, based on the advice of legal counsel, other than as set forth in the following paragraph there is no
proceeding pending, or to the knowledge of management threatened, which in the event of an adverse decision could result in a
material adverse impact on the financial condition or results of operations of the Company.

The Company and its subsidiaries obtain financing under lending facilities extended by various banks and other financial
institutions, some of which are secured by loans, taxi medallions and other assets. Where these facilities are extended to its
subsidiaries, the Company and others of its subsidiaries may guarantee the obligations of the relevant borrower. Five of the
Company’s smallest subsidiaries are borrowers under promissory notes extended to them by a bank that total $8.8 million that came
due on October 17, 2016. These loans are secured by Chicago taxi medallions owned by its subsidiaries. These notes are guaranteed
by Medallion Funding, not by Medallion Financial Corp. These subsidiaries have not repaid the amounts due under the notes and the
bank has filed a suit seeking payment of these amounts. This failure to pay would constitute an event of default under certain loan
agreements which the Company or its subsidiaries are borrowers, but the lenders under those agreements have waived the default. If
judgment is entered against the Company in the suit brought by the bank or entered and not satisfied within specified periods of time,
these outcomes may constitute an additional event of default under these other agreements. If waivers are required and not granted for
this additional event of default, it would lead to events of default under other of its financing arrangements.

On December 20, 2017, a stockholder derivative action was filed in the Supreme Court of the State of New York, County of
New York (Shields v. Murstein, et al.). The complaint names the Company as a nominal defendant and purports to assert claims
derivatively on behalf of the Company against certain of the Company’s current directors, one of the Company’s former directors, and
a former independent contractor for one of the Company’s subsidiaries. The complaint alleges that the director defendants breached
their fiduciary duties with respect to certain alleged misconduct by the former independent contractor involving postings about the
Company under an alleged pseudonym. On January 25, 2018, the Company and the director defendants filed a motion to dismiss the
action. Plaintiff filed his opposition to the motion on March 1, 2018. The Company and the director defendants have until March 22,
2018 to file reply papers in further support of the motion. The Company believes the case is without merit and intends to defend it
vigorously.

(d) Regulatory

In the ordinary course of business, the Company and its subsidiaries are subject to inquiries from certain regulators. During
2014, FSVC was examined by the SBA. The foregoing regulatory examination was resolved in January 2017 as a result of Freshstart’s
transfer to liquidation status and the restructure of the Freshstart loan described in Note 4.

(11) RELATED PARTY TRANSACTIONS

Certain directors, officers, and shareholders of the Company are also directors and officers of its wholly-owned subsidiaries,
MFC, MCI, FSVC, and Medallion Bank, as well as of certain portfolio investment companies. Officer salaries are set by the Board of
Directors of the Company.

Jeffrey Rudnick, the son of one of the Company’s directors, is an officer of LAX Group, LLC (LAX), one of the Company’s
portfolio companies. Mr. Rudnick receives a salary from LAX of $170,000 per year, and certain equity from LAX consisting of 10%
ownership in LAX Class B stock, vesting at 3.34% per year; 5% of any new equity raised from outside investors at a valuation of
$1,500,000 or higher; and 10% of LAX’s profits as a year end bonus. In addition, Mr. Rudnick provides consulting services to the
Company directly for a monthly retainer of $4,200.

At December 31, 2017, 2016, and 2015, the Company and MSC serviced $311,988,000, $325,751,000, and $382,919,000 of
loans for Medallion Bank. Included in net investment income were amounts as described in the table below that were received from
Medallion Bank for services rendered in originating and servicing loans, and also for reimbursement of certain expenses incurred on
their behalf

The Company has assigned its servicing rights to the Medallion Bank portfolio to MSC, a wholly-owned unconsolidated
portfolio investment. The costs of servicing are allocated to MSC by the Company, and the servicing fee income is billed and
collected from Medallion Bank by MSC. As a result, $5,272,000, $5,421,000, and $5,658,000 of servicing fee income was earned by
MSC in the years ended December 31, 2017, 2016, and 2015.
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The following table summarizes the net revenues received from Medallion Bank.

Year ended December 31,

(Dollars in thousands) 2017 2016 2015

Reimbursement of Operating eXpenses .........covvevererveerererieeerereeeesreeeressesseressennes $ 865 $§ 1,006 $§ 775
Loan origination and Servicing fEeS.........ccceevirrierierienieiieieeieeeeeee e 5 229 176
Total Other INCOME..............ociiviiiiiie et $ 870 $ 1,235 § 951

The Company had a loan to Medallion Fine Art, Inc. in the amount of $999,000 and $3,159,000 as of December 31, 2017 and
2016. The loan bears interest at a rate of 12%, all of which is paid in kind. During 2017 and 2016, the Company advanced $0 and
$300,000 and was repaid $2,365,000 and $6,111,000 with respect to this loan. Additionally, the Company recognized $165,000,
$596,000, and $944,000 of interest income in 2017, 2016, and 2015.

The Company and MCI had loans to RPAC Racing, LLC, an affiliate of Medallion Motorsports LLC which totaled $16,472,000
and $8,589,000 as of December 31, 2017 and 2016, and which were placed on nonaccrual during 2017. The loans bear interest at 2%,
inclusive of cash and paid in kind interest. During 2017, 2016, and 2015, the Company and MCI recognized $56,000, $626,000, and
$547,000 of interest income with respect to these loans.

(12) SHAREHOLDERS’ EQUITY

In November 2003, the Company announced a stock repurchase program which authorized the repurchase of up to $10,000,000
of common stock during the following six months, with an option for the Board of Directors to extend the time frame for completing
the purchases, which expires in May 2018. In November 2004, the repurchase program was increased by an additional $10,000,000,
which was further increased to a total of $20,000,000 in July 2014, and which was further increased to a total of $26,000,000 in July
2015. As of December 31, 2017, a total of 2,931,125 shares had been repurchased for $24,587,000. There were no purchases in 2017,
and purchases were 361,174 shares for $1,524,000 in 2016 and were 413,193 shares for $3,212,000 in 2015.

(13) NONINTEREST INCOME AND OTHER OPERATING EXPENSES

The major components of noninterest income were as follows.

Year ended December 31,

(Dollars in thousands) 2017 2016 2015
Prepayment TEES........cviviieeiiiieieeietee ettt ettt ettt ettt et anere e $ 50 $ 89 § 65
LAt CRATEES .....viiviiiieiieieciieeeete ettt ettt sttt et et et sateste et e e b e esbessbessaessaennas 8 47 49
SEIVICING FEES ..eveevieiiiiiiiieie ettt st 8 36 51
MaNAEMENL TEES ... ..evuieiieiieiieiie ettt ettt — 75 75
Partnership INCOME ........cccveiiiieeiie ettt re e sre e s ae e sebeessbeesnseeenneens — 35

(3515, USROS 41 126 79
Total NONINterest iNCOME. ...............cocveviierieiiereeieeieeeeeeteeee ettt $ 107 $§ 408 $ 319

The major components of other operating expenses were as follows.

Year ended December 31,

(Dollars in thousands) 2017 2016 2015

Travel, meals, and entertaiNmeEnt ..........c.oeveeveeeeeeeeeeee e eeeeeeeeeeeeeeee e $ 750 $ 964 $ 940
DIIECTOIS” fEES. . ettt 319 387 396
Loan collection EXPEeNSE........cceeerieierierierieeieeteeiteeieie e sie sttt ese e ee e e 316 94 113
MIiSCEIlANEOUS TAXES ...vvievvieerieeieerieiieieeteeteseeesteesteeseeaessresseesseeseesseessenssensns 258 328 213
COMPULET EXPETISE ..veenvrienereeireerireeireesteenireesteesseeessseesseeessseesseesssseesssesssseenn: 244 257 315
OFfICE CXPEINSE ..vvvivieiieeiieeiieiieetteettete et e eaeseee e e sseeseesseesaeeseesseenseessenssenens 204 200 216
TNSUTANCE. ..cciieiiiiiitieeee et s e 180 205 173
Printing and StatioNary ..........cceecveeeuerierieniete e seesee e seee e eseenae e 108 150 148
OthET EXPEIISES . ..uvieuvieieeeiieriiestieteeteeteetesstesrtesseeseesesaesnresseesseenseenseensenssennns 235 19 203
Total other operating eXpenses..................cocceeeveurieverieseereeererieeesennenens $ 2614 $§ 2604 $ 2717
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(14) SELECTED FINANCIAL RATIOS AND OTHER DATA

The following table provides selected financial ratios and other data:

Year ended December 31,

(Dollars in thousands, except per share data) 2017 2016 2015 2014 2013
Net share data
Net asset value at the beginning of the year............ccccocveiveeveieicreieecccee, $ 1191 $ 1142 $ 11.16 $ 1095 $ 9.99
Net investment iNCOME (10SS)......eovverureiirierrieiieieeiesee et eee e seeesee e e (0.33) (0.41) 0.69 0.60 0.55
INCOME tAX PrOVISION. . ..eieuietieiieieeiesiiesieeteeeeeteseee e eseeenaeeeeesseeseensesnsesneennes 1.51 (1.90) 0.00 0.00 0.00
Net realized gains (10sS€S) 0N INVESIMENLS.........ccueeverieerieerieeiesierienieeee e (1.82) 0.02 0.31 (0.22) 0.03
Net change in unrealized appreciation on inVeStMENts ............ccceevvereeereeennene 0.65 3.26 0.20 0.76 0.58
Net increase in net assets resulting from operations......................cccoeee... 0.01 0.97 1.20 1.14 1.16
Issuance of commOon StOCK .........ccuieiiiriiiiiiieieeee e 0.12) — — (0.01) 0.67
Repurchase of common StOCK .........ceeviiiiiiiiiiieeeeee e — 0.12 0.06 0.03 —
Distribution of net investment iNCOME..........ccverveerueeverierieneeie e ereeeeeneeenns — (0.60) (0.81) (0.60) (0.48)
Return of capital.........cccveierierieieeeeeeeee e e e — — (0.18) (0.35) (0.41)
Distribution of net realized gains on iNVeStMEnNts ...........cocceeverenencrenenennn — — — — —
Total diStrIDULIONS ......eiiiieeieiieiieieeee ettt — (0.60) (0.99) (0.95) (0.89)
(1515, USRS — — (0.01) — 0.02
Total increase (decrease) in net asset value ...............coccoeoeeiiiiniiincene 0.11) 0.49 0.26 0.21 0.96
Year ended December 31,

(Dollars in thousands, except per share data) 2017 2016 2015 2014 2013
Net asset value at the end of the year © $ 11.80 $ 1191  $ 1142  § 11.16 $ 10.95
Per share market value at beginning of year-............... $ 3.02 $ 7.04 $ 10.01 $ 14.35 $ 11.74
Per share market value at end of year ............cccc....... 3.53 3.02 7.04 10.01 14.35
Total return @.............cocooooiivivieecieeeeee s 17% (54%) (22%) (25%) 29%
Ratios/supplemental data
Total shareholders’ equity (net assets).........cccceeeeenneen. $ 287,159 $ 286,096 $ 278,088 $ 274,670 $ 273,495
AVErage Net aSsetS......c.eevvueeriieeniieeniieenieenieenieenieenne 285,704 276,978 276,745 276,254 225,653
Total expense ratio @@ e (3.03%) 29.36% 9.45% 9.57%
Operating expenses to average net assets @ ............. 4.83 8.23 6.04 6.48 6.94
Net investment income (loss) after income taxes to

average net assets ' ..., (2.49) 0.04 6.08 548 5.40

(1) Includes $0.00 of undistributed net investment income per share as of December 31, 2017, 2016, 2015, 2014, and 2013, and
$0.00 of undistributed net realized gains per share for all years presented.

(2) Total return is calculated by dividing the change in market value of a share of common stock during the year, assuming the
reinvestment of distributions on the payment date, by the per share market value at the beginning of the year.

(3) Total expense ratio represents total expenses (interest expense, operating expenses, and income taxes) divided by average net
assets.

(4) MSC has assumed certain of the Company’s servicing obligations, and as a result, servicing fee income of $5,272, $5,421,
$5,658, $5,946, and $5,920, and operating expenses of $4,211, $5,249, $6,044, $6,005, and $5,841 which formerly were the

Company’s, were now MSC’s for the years ended December 31, 2017, 2016, 2015, 2014, and 2013. Excluding the impact of the
MSC amounts, the total expense ratio, operating expense ratio, and net investment income (loss) ratio would have been (1.37%),

6.31%, and (2.49%) in 2017, 29.42%, 8.28%, and 1.95% in 2016, 11.63%, 8.23%, and 5.94% in 2015, 11.74%, 8.65%, and
5.46% in 2014, 13.23%, 9.53%, and 5.39% in 2013.

(5) These ratios include the goodwill impairment writeoff of $5,099 in 2016. Excluding the writeoff the total expense, operating
expense, and net investment income ratios were 27.52%, 6.39%, and 1.88% in 2016.

F-30



(15) EMPLOYEE BENEFIT PLANS

The Company has a 401(k) Investment Plan (the 401(k) Plan) which covers all full-time and part-time employees of the
Company who have attained the age of 21 and have a minimum of one year of service, including the employees of Medallion Bank.
Under the 401(k) Plan, an employee may elect to defer not less than 1% and no more than 15% of the total annual compensation that
would otherwise be paid to the employee, provided, however, that employee’s contributions may not exceed certain maximum
amounts determined under the Internal Revenue Code. Employee contributions are invested in various mutual funds according to the
directions of the employee. The Company matches employee contributions to the 401(k) Plan in an amount per employee up to one-
third of such employee’s contribution but in no event greater than 2% of the portion of such employee’s annual salary eligible for
401(k) Plan benefits. The Company’s 401(k) plan expense, including amounts for the employees of Medallion Bank and other
unconsolidated, wholly-owned portfolio companies, was approximately $185,000, $187,000, and $185,000 for the years ended
December 31, 2017, 2016, and 2015.

(16) FAIR VALUE OF FINANCIAL INSTRUMENTS

FASB ASC Topic 825, “Financial Instruments,” requires disclosure of fair value information about certain financial
instruments, whether assets, liabilities, or off-balance-sheet commitments, if practicable. The following methods and assumptions
were used to estimate the fair value of each class of financial instrument. Fair value estimates that were derived from broker quotes
cannot be substantiated by comparison to independent markets and, in many cases, could not be realized in immediate settlement of
the instrument.

(a) Investments—The Company’s investments are recorded at the estimated fair value of such investments.
(b) Floating rate borrowings—Due to the short-term nature of these instruments, the carrying amount approximates fair value.

(c) Commitments to extend credit—The fair value of commitments to extend credit is estimated using the fees currently
charged to enter into similar agreements, taking into account the remaining terms of the agreements and present creditworthiness of
the counter parties. For fixed rate loan commitments, fair value also includes a consideration of the difference between the current
levels of interest rates and the committed rates. At December 31, 2017 and 2016, the estimated fair value of these off-balance-sheet
instruments was not material.

(d) Fixed rate borrowings—The fair value of the debentures payable to the SBA is estimated based on current market interest
rates for similar debt.

December 31, 2017 December 31, 2016
(Dollars in thousands) Carrying Amount Fair Value Carrying Amount Fair Value
Financial assets
INVEStMENtS ......oeveiiiiiiciieeeee e $ 610,135 $ 610,135 $ 652,278 $ 652,278
Cash ) .o 12,690 12,690 20,962 20,962
Accrued interest receivable @...........c.ccocovivviiininnnne. 547 547 769 769
Financial liabilities
Funds borrowed®® ..........coovviviiiiiieeeeeeeene 327,623 330,084 349,073 340,290
Accrued interest payable®.............ccoooeveveiiererennnn. 3,831 3,831 2,883 2,883

(1) Categorized as level 1 within the fair value hierarchy.

(2) Categorized as level 3 within the fair value hierarchy.

(3) AsofDecember 31,2017 and 2016, publicly traded unsecured notes traded at a premium (discount) to par of $2,461 and
($8,783).

(17) FAIR VALUE OF ASSETS AND LIABILITIES

The Company follows the provisions of FASB ASC 820, which defines fair value, establishes a framework for measuring fair
value, establishes a fair value hierarchy based on the quality of inputs used to measure fair value, and enhances disclosure
requirements for fair value measurements. The Company accounts for substantially all of its financial instruments at fair value or
considers fair value in its measurement, in accordance with the accounting guidance for investment companies. See Note 2 sections
“Fair Value of Assets and Liabilities” and “Investment Valuation” for a description of our valuation methodology which is unchanged
during 2017.
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In accordance with FASB ASC 820, the Company has categorized its assets and liabilities measured at fair value, based on the
priority of the inputs to the valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives the highest
priority to quoted prices in active markets for identical assets or liabilities (level 1) and the lowest priority to unobservable inputs
(level 3). Our assessment and classification of an investment within a level can change over time based upon maturity or liquidity of
the investment and would be reflected at the beginning of the quarter in which the change occurred.

As required by FASB ASC 820, when the inputs used to measure fair value fall within different levels of the hierarchy, the level
within which the fair value measurement is categorized is based on the lowest level input that is significant to the fair value
measurement in its entirety. For example, a level 3 fair value measurement may include inputs that are observable (level 1 and 2) and
unobservable (level 3). Therefore gains and losses for such assets and liabilities categorized within the level 3 table below may include
changes in fair value that are attributable to both observable inputs (level 1 and 2) and unobservable inputs (level 3).

Assets and liabilities measured at fair value, recorded on the consolidated balance sheets, are categorized based on the inputs to
the valuation techniques as follows:

Level 1. Assets and liabilities whose values are based on unadjusted quoted prices for identical assets or liabilities in an active
market that the Company has the ability to access (examples include active exchange-traded equity securities, exchange-traded
derivatives, most US Government and agency securities, and certain other sovereign government obligations).

Level 2. Assets and liabilities whose values are based on quoted prices in markets that are not active or model inputs that are
observable either directly or indirectly for substantially the full term of the asset or liability. Level 2 inputs include the
following:

A)  Quoted prices for similar assets or liabilities in active markets (for example, restricted stock);

B)  Quoted price for identical or similar assets or liabilities in non-active markets (for example, corporate and
municipal bonds, which trade infrequently);

C)  Pricing models whose inputs are observable for substantially the full term of the asset or liability (examples
include most over-the-counter derivatives, including interest rate and currency swaps); and

D) Pricing models whose inputs are derived principally from or corroborated by observable market data through
correlation or other means for substantially the full term of the asset or liability (examples include certain
residential and commercial mortgage-related assets, including loans, securities, and derivatives).

Level 3. Assets and liabilities whose values are based on prices or valuation techniques that require inputs that are both
unobservable and significant to the overall fair value measurement. These inputs reflect management’s own assumptions about
the assumptions a market participant would use in pricing the assets or liability (examples include certain private equity
investments, and certain residential and commercial mortgage-related assets, including loans, securities, and derivatives).

A review of fair value hierarchy classification is conducted on a quarterly basis. Changes in the observability of valuation inputs
may result in a reclassification for certain assets or liabilities. Reclassifications impacting level 3 of the fair value hierarchy are
reported as transfers in/out of the level 3 category as of the beginning of the quarter in which the reclassifications occur. The following
paragraphs describe the sensitivity of the various level 3 valuations to the factors that are relevant in their valuation analysis.

Medallion loans are primarily collateral-based lending, whereby the collateral value exceeds the amount of the loan, providing
sufficient excess collateral to protect against losses to the Company. As a result, the initial valuation assessment is that as long as the
loan is current and performing, its fair value approximates the par value of the loan. To the extent a loan becomes nonperforming, the
collateral value has been adequate to result in a complete recovery. In a case where the collateral value was inadequate, an unrealized
loss would be recorded to reflect any shortfall. Collateral values for medallion loans are typically obtained from transfer prices
reported by the regulatory agency in a particular local market (e.g. New York City Taxi and Limousine Commission). Recently, as
transfer price activity and the collateral value of medallion loans has declined, and greater weight has been placed on the operating
cash flows of the borrowers and the values of their personal guarantees in determining whether or not a valuation adjustment is
necessary. Those portfolios had historically been at very low loan to collateral value ratios, and as a result, historically have not been
highly sensitive to changes in collateral values. Over the last few years, as medallion collateral values have declined, the impact on the
Company’s valuation analysis has become more significant, which could result in a significantly lower fair value measurement.

The mezzanine and other secured commercial portions of the commercial loan portfolio are a combination of cash flow and
collateral based lending. The initial valuation assessment is that as long as the loan is current and performing, its fair value
approximates the par value of the loan. If a loan becomes nonperforming, an evaluation is performed which considers and analyzes a
variety of factors which may include the financial condition and operating performance of the borrower, the adequacy of the collateral,
individual credit risks, historical loss experience, the relationships between current and projected market rates and portfolio rates of
interest and maturities, as well as general market trends for businesses in the same industry. Since each individual nonperforming loan
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has its own unique attributes, the factors analyzed, and their relative importance to each valuation analysis, differ between each asset,
and may differ from period to period for a particular asset. The valuation is highly sensitive to changes in the assumptions used. To the
extent that any assumption in the analysis changes significantly from one period to another, that change could result in a significantly
lower or higher fair market value measurement. For example, if a borrower’s valuation was determined primarily on the cash flow
generated from their business, then if that cash flow deteriorated significantly from a prior period valuation, that could have a material
impact on the valuation in the current period.

The investment in Medallion Bank is subject to a thorough valuation analysis as described previously, and on at least an annual
basis, the Company also receives an opinion regarding the valuation from an independent third party to assist the Board of Directors in
its determination of the fair value. The Company determines whether any factors give rise to a valuation different than recorded book
value, including various regulatory restrictions that were established at Medallion Bank’s inception, by the FDIC and State of Utah,
and also by additional regulatory restrictions, such as the prior moratorium imposed by the Dodd-Frank Act on the acquisition of
control of an industrial bank by a “commercial firm” (a company whose gross revenues are primarily derived from non-financial
activities) which expired in July 2013, and the lack of any new charter issuances since the moratorium’s expiration. Because of these
restrictions and other factors, the Company’s Board of Directors had previously determined that Medallion Bank had little value
beyond its recorded book value. As a result of this valuation process, the Company had previously used Medallion Bank’s actual
results of operations as the best estimate of changes in fair value, and recorded the results as a component of unrealized appreciation
(depreciation) on investments. In the 2015 second quarter, the Company first became aware of external interest in Medallion Bank and
its portfolio assets at values in excess of their book value. The Company incorporated these new factors in the Medallion Bank’s fair
value analysis and the Board of Directors determined that Medallion Bank had a fair value in excess of book value. Expression of
interest in Medallion Bank from both investment bankers and interested parties has continued through 2016 and 2017. The Company
incorporated these new factors in the Medallion Bank’s fair value analysis and the Board of Directors determined that Medallion Bank
had a fair value in excess of book value. In addition, in the 2016 third quarter there was a court ruling involving a marketplace lender
that the Company believes heightens the interest of marketplace lenders to acquire or merge with Utah industrial banks. The Company
also engaged a valuation specialist to assist the Board of Directors in their determination of Medallion Bank’s fair value, and this
appreciation of $15,500,000 was thereby recorded in 2015, additional appreciation of $128,918,000 was recorded in 2016 and
$7,849,000 was recorded in 2017. See Note 3 for additional information about Medallion Bank.

Investments in controlled subsidiaries, other than Medallion Bank, equity investments, and investments other than securities are
valued similarly, while also considering available current market data, including relevant and applicable market trading and
transaction comparables, the nature and realizable value of any collateral, applicable interest rates and market yields, the portfolio
company’s ability to make payments, its earnings and cash flows, the markets in which the portfolio company does business, and
borrower financial analysis, among other factors. As a result of this valuation process, the Company uses the actual results of
operations of the controlled subsidiaries as the best estimate of changes in fair value, in most cases, and records the results as a
component of unrealized appreciation (depreciation) on investments. For the balance of controlled subsidiary investments, equity
investments, and investments other than securities positions, the result of the analysis results in changes to the value of the position if
there is clear evidence that it’s value has either decreased or increased in light of the specific facts considered for each investment. The
valuation is highly sensitive to changes in the assumptions used. To the extent that any assumption in the analysis changes
significantly from one period to another, that change could result in a significantly lower or higher fair market value measurement. For
example, if an investee’s valuation was determined primarily on the cash flow generated from their business, then if that cash flow
deteriorated significantly from a prior period valuation, that could have a material impact on the valuation in the current period.

The following tables present the Company’s fair value hierarchy for those assets and liabilities measured at fair value on a
recurring basis as of December 31, 2017 and 2016.

(Dollars in thousands) Level 1 Level 2 Level 3 Total
2017 Assets

Medallion 10ANS.........cceiecuieiiieeiee ettt S — — $ 208,279 $ 208,279
Commercial Loans..........cccueeriiieriieiie et e e e e — — 90,188 90,188
Investments in Medallion Bank and other controlled subsidiaries........ — — 302,147 302,147
Equity INVESTMENTS ...c..ccveiviriieiiiieieicnieneneeee et — — 9,521 9,521
Investments other than SeCUrities..........ccovevvievieicieiiereeie e, — — 7,450 7,450
OFNET ASSELS ...vvieieeiiie ettt e et e et e e e et e e e eaaee e eareaean — — 339 339
2016 Assets

MEdAllIoN TOANS ...c.viieiieiieeie ettt eae e $ — 3 — $ 266,816 $ 266,816
CommeErcial IOANS............ooivviiiieiieeeeeee e — — 83,634 83,634
Investments in Medallion Bank and other controlled subsidiaries ....... — — 293,360 293,360
Equity INVESIMENTS .....eeieeieiieciieicee et 61 — 8,407 8,468
Investments other than SECUTItIES. ...........cccvveeeeeeeeeieieeeeeeeeeeeee e — — 9,510 9,510
OtRET @SSELS ..viiuviiiiieeiie ettt ettt e et eteeete e ereeereesreeeaneeas — — 354 354



Included in level 3 investments in Medallion Bank and other controlled subsidiaries is primarily the investment in Medallion
Bank, as well as other consolidated subsidiaries such as MSC, and other investments detailed in the consolidated summary schedule of
investments following these footnotes. Included in level 3 equity investments are unregistered shares of common stock in a publicly-
held company, as well as certain private equity positions in non-marketable securities.

The following tables provide a summary of changes in fair value of the Company’s level 3 assets and liabilities for the years
ended December 31, 2017 and 2016.

Investments in

Medallion Investments
Medallion Commercial Bank & Other Equity Other Than Other

(Dollars in thousands) Loans Loans Controlled Subs Investments Securities Assets
December 31,2016 ................ccoooo....... $ 266816 $ 83,634 § 293,360 $ 8,407 $ 9,510 § 354
Gains (losses) included in earnings........ (41,555) (491) 10,761 4,727 (2,060) (15)
Purchases, investments, and issuances ..... 1,953 25,517 441 1,660 — —
Sales, maturities, settlements, and

distributions...........cccoeveeeeiieeeeeeeene, (18,935) (18,472) (2,415) (5,273) — —
December 31,2017 ...............cocveeennnn.. $ 208,279 § 90,188 $ 302,147 $ 9,521 §$ 7,450 $ 339
Amounts related to held assets™ ............ $ 37335 (§ 410) $ 10,756 $ 1,941 ($ 2,060) ($ 15)

(1) Total unrealized gains (losses) included in income for the year which relate to assets held as of December 31, 2017.

Investments in

Medallion Investments
Medallion Commercial Bank & Other Equity Other Than Other

(Dollars in thousands) Loans Loans Controlled Subs Investments Securities Assets
December 31,2015...............cccvveeneeen. $ 308,408 $ 81,895 § 159,913 § 6,797 $ 37,882 $ 354
Gains (losses) included in earnings........ (28,223) 2,394 133,121 3,383 (28,372) —
Purchases, investments, and issuances ..... 19,996 22,544 5,061 1,851 — —
Sales, maturities, settlements, and

distributions........c.ccceveeeeieeniienieennenns (33,365) (23,423) (4,735) (3,400) — —
Transfers in (out) “......ocooveeeveviieinne, — 224 — (224) — —
December 31,2016 ...............cooeenneeeee. $ 266816 $ 83,634 § 293,360 $ 8,407 $ 9,510 $ 354
Amounts related to held assets® ............ ($ 28,028) ($ 261) $ 133,121 $ 2,481 (§ 28372 —

(1) During 2016, the equity interest in WRWP LLC was exchanged for a loan and has resulted in the transfer from equity
investments to commercial loans.
(2) Total unrealized gains (losses) included in income for the year which relate to assets held as of December 31, 2016.

Significant Unobservable Inputs

ASC Topic 820 requires disclosure of quantitative information about the significant unobservable inputs used in the valuation of
assets and liabilities classified as Level 3 within the fair value hierarchy. The tables below are not intended to be all-inclusive, but
rather to provide information on significant unobservable inputs and valuation techniques used by the Company.
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The valuation techniques and significant unobservable inputs used in recurring Level 3 fair value measurements of assets and
liabilities as of December 31, 2017 and 2016 were as follows.

(Dollars in thousands)

Fair Value
at 12/31/17

Valuation Techniques

Unobservable Inputs

Range
(Weighted Average)

Medallion Loans.....

$ 208,279 Precedent market

transactions

Adequacy of collateral
(loan to value)

1% - 420% (131%)

Commercial Loans — Mezzanine and

90,188

Borrower financial
analysis

Financial condition and
operating performance of
the borrower

N/A

Portfolio yields 2% -19.00% (12.02%)
Investment in Medallion Bank.................. 290,548 Precedent M&A  Price / Book Value
transactions multiples 2.1x to 2.5x
Price / Earnings
multiples 8.7x to 10.6x
Discounted cash
flow Discount rate 17.50%
Terminal value $470,964 to $623,007
Investment in Other Controlled 4,623 Investee financial Financial condition and N/A
Subsidiaries............cccocenininninninnnne, analysis operating performance
Enterprise value $37,500 - 41,500
Equity value $2,000 - $5,000
3,878 Investee book Financial condition and N/A
value adjusted for operating performance of
asset appreciation the investee
Third party valuation/ N/A
offer to purchase asset
3,001 Investee book Financial condition and N/A
value adjusted for operating performance of
market the investee
appreciation
Third party offer to N/A
purchase investment
97 Investee book Financial condition and N/A
value and equity  operating performance of
pickup the investee
Equity Investments .................cccceeviennnnn. 5,417 Investee financial Financial condition and N/A
analysis operating performance of
the borrower
Collateral support N/A
2,193 Investee financial Equity value $2,000 - $5,000
analysis
Preferred equity yield 12%
1,455 Precedent Market Offering price
transaction $8.73 / share
456 Investee book Valuation indicated by N/A
value investee filings
Investments Other Than Securities........... 7,450 Precedent market Transfer prices of N/A
transaction Chicago medallions
Cash flow analysis Discount rate in cash 6%
flow analysis
Other ASSets.............ccoeveeieiieneeiecee e 339 Borrower Adequacy of collateral 0%

collateral analysis

(loan to value)
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(Dollars in thousands)

Fair Value
at 12/31/16

Valuation Techniques

Unobservable Inputs

Range
(Weighted Average)

Medallion Loans $ 266,816 Precedent market Adequacy of collateral 0% -379% (135%)
transactions (loan to value)
Commercial Loans — Mezzanine and 83,634 Borrower financial Financial condition and N/A
Other analysis operating performance
of the borrower
Portfolio yields 3% -19.00% (13.05%)
Investment in Medallion Bank 280,589 Publicly traded Price / Tangible Book 1.4x to 1.6x
comparables Value multiples
Price / Earnings 10.5x to 12.5x
multiples
Weight of the 40%
valuation method
Precedent M&A  Price / Tangible Book 1.5x to 1.7x
transactions Value multiples
Price / Earnings 12.0x to 14.0x
multiples
Weight of the 40%
valuation method
Discounted cash ~ Risk-free rate 2.40%
flow
Discount rate 11.74%
Terminal value $468,700
Weight of the 20%
valuation method
Investment in Other Controlled 6,980 Investee financial Financial condition and N/A
Subsidiaries analysis operating performance
Implied value of $30,000
individual franchises
Equity value $3,000 - $5,000
3,647 Investee book Financial condition and N/A
value adjusted for  operating performance
asset appreciation  of the investee
Third party valuation/ N/A
offer to purchase asset
1,690 Investee book Financial condition and N/A
value adjusted for  operating performance
market appreciation of the investee
454 Investee book Financial condition and N/A
value and equity operating performance
pickup of the investee
Equity Investments 5,480 Investee financial  Financial condition and N/A
analysis operating performance
of the borrower
Collateral support N/A
1,351 Investee financial —Equity value $3,000 - $5,000
analysis
Preferred equity yield 12%
1,101 Investee book Valuation indicated by N/A
value investee filings
475 Market Discount for lack of 10% (10%)
comparables marketability
Investments Other Than Securities 9,510 Precedent market Transfer prices of N/A
transaction Chicago medallions
Cash flow analysis Discount rate in cash 6%
flow analysis
Other Assets 354 Borrower Adequacy of collateral 0%

collateral analysis

(loan to value)
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(18) INVESTMENTS OTHER THAN SECURITIES

The following table presents the Company’s investments other than securities as of December 31,2017 and 2016.

Number of Investment Value as of Value as of
Investment Type (Dollars in thousands) Investments Cost 12/31/17 12/31/16
City of Chicago Taxicab Medallions ...............cccoeevevevvireereeeeeeeeseenennn, 1540 § 8411 §  7,238% § 9,240
City of Chicago Taxicab Medallions (handicap accessible) ...................... 50 278 2129 270
Total Investments Other Than SeCUTTtES ......o.veeveeeeeeeeeeeeeeeeeee e eeeeeeeeeeen $ 8,689 $ 7450 $ 9,510

(1) Investment is not readily marketable, is considered income producing, is not subject to option, and is a non-qualifying asset
under the 1940 Act.

(2)  Gross unrealized appreciation, gross unrealized depreciation, and net unrealized appreciation for Federal income tax purposes
was $5,846, $0, and $5,846 as of December 31, 2017 and was $7,287, $0, and $7,287 as of December 31, 2016. The aggregate
cost for Federal income tax purposes was $1,392 at December 31, 2017 and $1,953 at December 31, 2016.

(3) Gross unrealized appreciation, gross unrealized depreciation, and net unrealized appreciation for Federal income tax purposes
was $172, $0, and $172 as of December 31, 2017 and is $212, $0, and $212 as of December 31, 2016. The aggregate cost for
Federal income tax purposes was $40 at December 31, 2017 and $58 at December 31, 2016.

(19) SUBSEQUENT EVENTS

We have evaluated subsequent events that have occurred through the date of financial statement issuance.
On January 31, 2018, a credit facility with a maturity date of January 31, 2018 was extended to July 31, 2019.

On January 31, 2018, the SBA Note was amended to change the required minimum principal and interest to be paid on or before
February 1, 2018 to $5,000,000 and the minimum principal and interest to be paid on or before February 1, 2019 to $10,000,000.

On March 7, 2018, a majority of the Company’s shareholders authorized the Company’s Board of Directors to withdraw the
Company’s election to be regulated as a BDC under the 1940 Act and our Board of Directors approved the filing of the Company’s
withdrawal form with the SEC to be made on or about April 1, 2018. At that point, the Company would no longer be a BDC or be
subject to the provisions of the 1940 Act applicable to BDCs. Assuming such withdrawal from BDC status occurs, commencing with
the second quarter of 2018, Medallion Bank would no longer be reported as an investment at fair value and instead its financial results
would be consolidated with those of the Company.

On March 13, 2018, the DZ loan was extended until December 15, 2018.
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Medallion Bank
(A wholly owned subsidiary of Medallion Financial Corp.)

Financial Statements for the years ended December 31, 2017, 2016, and 2015
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Report of Independent Registered Public Accounting Firm
To the Shareholder and the Board of Directors of Medallion Bank
Opinion on the Financial Statements

We have audited the accompanying balance sheets of Medallion Bank (the “Bank”) (a wholly owned subsidiary of Medallion
Financial Corp.) as of December 31, 2017 and 2016, and the related statements of comprehensive income, changes in shareholder’s
equity, and cash flows for each of the three years in the three-year period ended December 31, 2017, and the related notes (collectively
the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Bank as of December 31, 2017 and 2016, and the results of its operations and its cash flows for each of the three years in the period
ended December 31, 2017, in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Bank’s management. Our responsibility is to express an opinion on the Bank’s
financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight
Board (United States) (“PCAOB”) and are required to be independent with respect to the Bank in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchanges Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud.
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to
error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.

/s/ Mazars USA LLP
We have served as the Bank’s auditor since 2005.

New York, New York
March 14, 2018
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Medallion Bank
Statements of Comprehensive Income

For the years ended December 31,

(Dollars in thousands) 2017 2016 2015
Interest income

INVESTMENES ...ttt ettt ettt ee et et e et es s s et e s et et e s easesee st esessases et ene et eneesesenenesenons $ 1,288 $ 973 % 793
Loan interest inCluding fEeS .......cc.veiuieiiirieeiecieieee e 109,993 102,481 90,228
Total INEETESt IMCOMIE ..........ooeiiiiiiiiiiiiieieeeeeeeeeee ettt e e e et e e e e e e e eaaeeeeeeseenrasaeeeeeesesannees 111,281 103,454 91,021
TNEETEST EXPEIISE. . ..eeineiieiit ettt ettt ettt ettt ettt e st e s bt e st e st esa bt e eabeesateesaeeenaees 13,869 11,762 9,205
NEt INEEIreSt IMCOIIE ..........eviiiiiiiiiiiiiiiee et e e e e e e e e aeeeeeessesaaaeeeeeesesnnnaees 97,412 91,692 81,816
ProviSion fOr 10AN LOSSES .....viiiiueiieieeieie ettt et e et e e e e et e e eeaeeeeeaaeesennaeeeenes 51,282 69,466 16,701
Net interest income after provision for loan 10sses...............cccoocveviiiiiieniieniiienieeeeee, 46,130 22,226 65,115
INONINEEIEST INCOIME ....vveeuviieiieeiieeeieeeetee et e eetteestbeeeteeestbeeetaeestbeessseessseessseeseseessseessseassseessseessseenes 121 308 291
Writedown of loan collateral in process of fOreCloSUIe ...........cccveevieiierienienieeee e (6,259) 3) 2)
Gain/(1058) 0N SALE OF LOANS .........c.eeiiieieeeeeeeeeeeeeeeeeeee ettt s ettt ee s e s esns 7,163 3,386 —
Gain on sale Of INVESIMENT SECUTITIES.........c.eoviiveeiereieeeieteeeee ettt ereeree e se e ere s — — 31
Total NONINEEIESE IMCOIME .......oooenieieiiiieeeeeeeeeee et e oo et eeeeeeeeeaaeeeeeeseessaaeeeeeesesssnees 1,025 3,691 320
Noninterest expense

T 4 1<) g (o3 1TSS 9,833 9,324 9,072
Salaries and DENETILS .........ooooiiiiiee e 6,575 5,784 5,299
ProfeSSIONAL TEES .....coovveiiieeiiie e et e e et e e e e e enaaeeeenns 1,469 2,006 2,594
COMPULET EXPETISE. c..veeeuvierurieereesteeettesteeateesateesseesateessteesateesabeesateesaseessseessseessseesseessseessseensees 491 494 155
COLLECTION COSES...uveiiineriieeeeeieeete e ettt e e e e e et e e e e e e eeaaeeeeeaeeeeeeteeeeeeaseeeennseeeeensneeeensneeeennneeeenns 2,437 2,123 1,362
REGUIALOTY FEES ..ouvvitiiiiiiieie ettt ettt e et et esreeste e te e s e esseesbeesaessaessaesseensenseenens 2,410 1,287 877
ATTIHALE SEIVICES .vviivviiitieeiieeie et et ete et e et e e ae e et e e e teeetreeeebeeetseeeaseeetseeesseeetseensseensseeenseenanes 531 544 500
Occupancy and EQUIPIMICIIL ............eeeerrieriieieeteeteseeseesseeseesesssesseesseesseessesssesssesseesseesseessesseesses 405 340 274
TOSUTANCE ...t e e e e e e e e et b e e e e e e e e esntaaaeaeeeeeanssaseeeeeeeannnares 254 212 201
CIEAIE TEPOTLS ...ttt ettt ettt ettt et et et e s bt et e ebeeateaeeseens e be et e ebesaeebeeneensensensensesbeeseeneansansans 296 239 204
DATECTOT S FEES ... ettt e e e et e e et e e e eaeeeeeteeeeeeaaeeeeeaaeeeesaeeeenes 230 216 174
Dues and SUDSCIIPLIONS ......ocveeiiierierieiieiiesteesteeteeteeee st e steebeesseeteeeteesseesseesseessesssesssesseesseeseennes 222 98 68
Provision for 10SSEs 0N Other ASSELS.......ccuiiiiiiiiieeiieie ettt e e e et e b e esbeeeenas 1,476 — 1,150
(0111 T2 SRRSO 880 1,614 841
Total NONINEETeSt EXPEIISE..........eoiuiiiieiieiieieet ettt et ettt et este et e e et e eneeeseesseesbeenseensesneeene 27,509 24281 22,771
Income before iNCOME tAXES ............ooooiiiiiiiiiiiiiie it eeetee e e e e e e eeaare e e e e e e eenanaees 19,646 1,636 42,664
Provision (benefit) fOr iNCOME tAXES ......cvervierirerierierierierteesteeteeeeeseeesseereensesaeseaesseesseeseennenens 15,093 (326) 18,974
INEE INICOIMIC ...ttt ettt e e et e e et e e ettt e e e eeaaeeeeeaaeeeeetaeeeesaeeeeeaseeeeenseeseesasaeeassenaans 4,553 1,962 23,690
Other comprehensive income, net of tax

Net change in unrealized gains (losses) on investment SECUTILIES ...........cevevevrvrereeeeeeeeeererennnans 159 (245) (453)
Total comprehensive iNCOME....................ocooviuiiiiitiiieiieieetcee ettt $ 4,712 $ 1,717  $§ 23,237

The accompanying notes are an integral part of these financial statements.
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Medallion Bank
Balance Sheets

December 31,

(Dollars in thousands) 2017 2016
Assets

Cash and cash equivalents, substantially all of which are federal funds sold ............coovurrrirerirririnrenn, $ 110233 § 30,881
Investment securities, available-TOr-Sale..............oooviiiiiiiii i 43,478 36,861
Loans, inclusive of net deferred loan acquiSition COSES.........c.evirrierieriieiieriesiene e 928,232 1,019,901
ALLOWANCE TOT 10BN LOSSES .......vvievveeiieictcee ettt ettt ettt ettt ettt et es et esees et eseas et esees et eseneeseseenans (63,416) (54,819)
0N, MBT..oei it e et e e e e e e e e e e e e e e eee———aeaae e e e e tbaaaaaeeeaaanttaaaaaeeeeannrnens 864,816 965,082
Loan collateral in process of fOr€CIOSUIE ........couiiiieriiriiririnircceet ettt 27,706 1,197
FIX@A @SSCLS, TIEL ...veiiiiieiieeiieeieeete et ettt et e st e et e e s be e tbeesabeetbeessseessseesseensaeesaeenssaesssaessseessseensseennnns 314 234
Deferred and Other taX @SSELS, TET ..........cccuviiiiiieeeeerie e et e eeeee e et e e e e e et e e e e e e eeaeeeeeeaneeeenaeeeeennneeeennns 10,181 23,333
Accrued interest receivable and Other ASSELS.........ccvuiiiiieiiieiiiecie ettt et e e e 20,626 18,370
TOtAL ASSEES .....ovveieieeiiiiitiitet et et aa e e e ra e aaeasaaaaaeeesasaasssssssnsasssssssssssssssssnsssnsnsssssssssnsnsnsnsnnnnnnnnnnnnns $ 1,077,354 1,075,958
Liabilities and shareholder’s equity

Liabilities

FUNAS DOTTOWE ...ttt ettt et ettt et et et et eae s et eseases et neseseseesaeeenns, $ 906,748 908,442
ACCTUCA INEEIEST PAYADIC......uiiiiiiiieiieieiieceet ettt ettt et e e e e b e sebessaesaeesseenseesseessenseesseessenssansns 1,488 1,094
OtNET THADIIITIES ..vveiiviieeiieeiieeeieeete ettt ettt et e et e e et e e veeeteeeaveeeaseeeabeeeaseesaseesaseeesseesassestseesaseesareeannns 3,833 3,453
DUE 0 AFTIIIALES. ... eeviiiieii ettt ettt ettt s bt et e e b e eebeeesestaeste e aeenaeeraeereeeaeebeenreenbeenreens 1,055 1,084
TOtal HADTIIEIES .........cooviiiiiiiiiiee ettt ettt et e b e be e aaesreesaeebeesbeenseesnenens 913,124 914,073
Commitments and contingencies (NOte 9)...........cccooiiiiiiiiiiiiiiie e — —
Shareholder’s equity

Preferred stock, $1.00 par value, 26,303 shares at December 31, 2017 and 2016 authorized, issued,

ANA OULSTANAING ........oeceveeececee ettt sttt sttt sa e s s e s rae s s e s sensesenessenas 26,303 26,303
Common stock, $1 par value, 7,000,000 shares authorized, 1,000,000 issued and outstanding............... 1,000 1,000
Additional paid 1N CAPILAL........ceiiiiiie ittt ettt ettt ettt e et ebe e ene e 77,500 77,500
Accumulated other comprehensive income/(10ss), NEt OF tAX ...c.evvevviiieieieieieieeeeee e (382) (541)
REtAINEd CAIMINES. .....eetiiirtietiitieit ettt ettt ettt et ettt be sttt et et e e besbesae bt eaeeseemnesaennes 59,809 57,623
Total shareholder’s €qUILY .............cccoooiiiiiiiii ettt 164,230 161,885
Total liabilities and shareholder’s eqUity............c.cccoooiiriiiiniiiiiiie e $ 1,077,354 $ 1,075,958

The accompanying notes are an integral part of these financial statements.
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Medallion Bank
Statements of Changes in Shareholder’s Equity

For the years ended December 31, 2017, 2016, and 2015

(Dollars in thousands) Preferred Stock Common Stock
Accumulated
Additional Other Total
Shares Shares Paid in Comprehensive Retained Shareholder’s
Qutstanding Amount Outstanding ~ Amount Capital Income (Loss) Earnings Equity
Balance at December 31,

P11} VS 26,303 $ 26,303 1,000,000 $ 1,000 $ 66,500 $ 157 $ 55484 $ 149,444
Capital contributions ........ — — — — 8,000 — — 8,000
Net income ............ccueee... 23,690 23,690
Dividends declared to

parent.........ccceeeeueennnne. — — — — — — (18,000) (18,000)
Dividends declared to US

Treasury....cc.cocevevvennen. — — — — — — (263) (263)
Net change in unrealized

losses on investment

securities, net of tax...... — — — — — (453) — (453)
Balance at December 31,

2015 e, 26,303 26,303 1,000,000 1,000 74,500 (296) 60,911 162,418
Capital contributions ........ — — — — 3,000 — — 3,000
Net iIncome .......cceeeeeeennen. 1,962 1,962
Dividends declared to

parent..........ccccoceevevnee. — — — — — — (3,000) (3,000)
Dividends declared to US

Treasury......cccoeeveueunes — — — — — — (2,250) (2,250)
Net change in unrealized

losses on investment

securities, net of tax..... — — — — — (245) — (245)
Balance at

December 31,2016...... 26,303 26,303 1,000,000 1,000 77,500 (541) 57,623 161,885
Net income .......c..ccevveeneene 4,553 4,553
Dividends declared to US

Treasury.....cccoeeveereeennee. — — — — — — (2,367) (2,367)
Net change in unrealized

losses on investment

securities, net of tax...... — — — — — 159 — 159
Balance at December 31,

2017 ..o 26,303 $ 26,303 1,000,000 $ 1,000 $ 77,500 (S 382) $ 59,809 $ 164,230

The accompanying notes are an integral part of these financial statements.
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Medallion Bank
Statements of Cash Flow

For the years ended December 31,

(Dollars in thousands) 2017 2016 2015
Cash flows from operating activities
Net iNCOME fTOM OPETATIONS. ......vvvvererereieersisisiiesesesesesetesesesessttsesesesesesesasesssssssesesesesesesas $ 4,553 $ 1,962 § 23,690
Adjustments to reconcile net income to net cash flows provided by operating activities:
Depreciation and amMOTtIZAON ..............c.cveuevereiueriesresssiesesssesesesse e, 5,065 5,056 4,816
Deferred taX DENETit............c.viveivieeieciceeeeieeeeie e, 4,731 (11,889) (2,623)
Provision for 10an 1OSSES. ...........c.cveiurveiieiieirieeiesiesesee e sesie et 51,282 69,466 16,701
Provision for 10SSeS 0N OthEr @SSELS ...........oevevurueveiereerieeieieeesiescee e, 1,476 — 1,150
Writedown of loan collateral in process of foreclosure and other assets, net.............. 6,261 — (1)
Gain from SAlE OF 1OANS, NET.....eoveeeeeeeeeeeeeeeeeeeeeee ettt ettt eeeere e e e et et et eeeeneeeeenen: (7,163) (3,386) —
Changes in operating assets and liabilities:
INEETESt TECEIVADIE ........eecevveivevecececteae ettt (582) (197) (1,171)
OthET tAX ASSELS .......evereieeteeeceeseeeeeseceeseseseesenesteseseesesesae s s et saesesraesenasaesnesanes 8,236 (6,210) 3,233
OBRET BSSELS...vvivveieceeceiecee ettt ettt sesaeae sttt es s e ae st s esenenssssastesesennes (4,564) (960) (1,926)
INEETESE PAYADIE .......vveveeieeieiciei ettt 394 82 317
Other HADIIILIES ...c..eoveiieeieiieieieiee ettt ettt nee e 380 347 175
Net cash provided by operating activities ...............c.ccccooevinininiiiiiiicee 70,069 54,271 44,361
Cash flows from investing activities
INCIEASE TN LOANS, TICT......eeeeeeeeeeeeeeeeee ettt et et et e et e et e e e e ee e eeeee e eeeeeneeas (218,279) (188,826) (139,720)
Proceeds from Sale OF JOANS .........ceeviviviirierereiiieceeieiete sttt se s 231,906 144,818 —
PUIChase Of INVESTMENLS..............cvueviuieereieesececeescee st sesee s ese s eses s s (12,722) (6,496) (15,046)
Proceeds from maturity/sale Of iINVESTMENLS .........ccccvevevieieieiiriereieiiieeieiereseeees s, 6,452 4,781 6,587
Proceeds from sale of repossessed 10an Collateral ..............oveuevevreeiereuererereieerecieiesensans 6,234 5,510 4,514
PUIChase Of fIXEA ASSELS ..........cveuivierieiieiseiieese ettt (218) (263) (22)
Net cash provided by (used in) investing activities..................ccocoevirvinviniiniienieee, 13,373 (40,476) (143,687)
Cash flows from financing activities
Issuance of time deposits and other borrowed funds ..............cccceveverveveiueieriieieieeieee e, 549,542 494,350 475,926
Repayments of fUnds DOTTOWE ..........c.cveviveveieiiicecieiee et (551,236) (494,805) (374,970)
Federal funds PUIChased ..........c.c.cvoviuiuiueieieieeeeececec ettt 28,000 42,000 35,043
Repayments of federal funds purchased ...........coceceoiveiioinieeiniieeee e, (28,000) (42,000) (35,043)
Change in dUe 10 ATTIHALES ......cvovuiveiiecieiiieieice e (29) (303) (1,645)
Additional paid-in capital contributed by Parent...........coceevrieereireeieiereieeieiee e, — 3,000 8,000
Dividends Paid t0 PATENE .......c.evveieeiiieieiiieieicie ittt essesenas — (6,000) (15,000)
Dividends paid t0 US TIEASUTY .....vuvveviriverieriisisetesseieisssssessssesessse st sssesessssessssesesssesenns (2,367) (2,250) (263)
Net cash provided (used for) by financing activities .....................cocoiiiiiniiniii, (4,090) (6,008) 92,048
Net change in cash and cash equivalents.................cccoooeiiiiiiiiinicniceee e, 79,352 7,787 (7,278)
Cash and cash equivalents, beginning of the year....................c....cccoinnnnns, 30,881 23,094 30,372
Cash and cash equivalents, end of the year ....................ccoooiiiiiiiiiii e, $ 110,233 30,881 $ 23,094
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash PAId FOT INTETEST .......vuvvevevereieiieieiiiie ettt ettt eb b bbbt ses s e ss bbb ebeseseansneens $ 12,145 10,311  $ 7,575
Cash paid fOr INCOME TAXES ......cvcvvveeiereererereseeeeececeete et es ettt sesesaeaese st esensesasassesesnas 4,762 17,773 18,364
Non-cash investing activities - loans transferred to loan collateral in process of
OTECLOSUTE. ...ttt ettt sttt a bbbt sa s e bbb s s saesesen e, 44,968 10,941 8,523
Non-cash investing activities - loans transferred to other assets...............occoeveeveverieeverennnns, — — 338
Non-cash financing activity - dividends payable t0 Parent............cooeevrieverriereireersnneennnnn. — — 3,000

The accompanying notes are an integral part of these financial statements.
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Medallion Bank

Notes to Financial Statements
December 31, 2017

1. Organization and summary of significant accounting policies

Description of business — Medallion Bank (the Bank) is a limited service industrial bank headquartered in Salt Lake City, Utah.
The Bank was formed in May 2002 for the purpose of obtaining an industrial bank (IB) charter pursuant to the laws of the State of
Utah. The Bank is a wholly owned subsidiary of Medallion Financial Corp. (Medallion). The Bank originates consumer loans on a
national basis for the purchase of recreational vehicles (“RVs”), boats and trailers and to finance home improvements such as
replacement windows and roofs. Prior to 2014 the Bank originated medallion commercial loans to finance the purchase of taxi
medallions, of which are serviced by the Bank’s affiliates who have extensive experience in this asset group. The loans are financed
primarily with time certificates of deposits which are originated nationally through a variety of brokered deposit relationships.

Basis of presentation — The Bank’s financial statements are presented in accordance with accounting principles generally
accepted in the US and prevailing industry practices, which require management to make estimates that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities. Estimates, by their nature, are based upon judgment and
available information. Actual results could differ materially from those estimates.

Cash and cash equivalents — The Bank considers all highly liquid instruments with an original purchased maturity of three
months or less to be cash equivalents. A non-interest bearing compensating balance of $100,000 is maintained at a correspondent
bank. Cash balances are generally held in accounts at large national or regional banking organizations in amounts that frequently
exceed the federally insured limits.

Investment securities — FASB ASC Topic 320, “Investments — Debt and Equity Securities,” requires that all applicable
investments be classified as trading securities, available-for-sale securities, or held-to-maturity securities. Investment securities are
purchased from time-to-time in the open market at prices that are greater or lesser than the par value of the investment. The resulting
premium or discount is deferred and recognized on a level yield basis as an adjustment to the yield of the related investment. At
December 31, 2017 and 2016, the net premium on investment securities totaled $265,000 and $238,000, and $81,000, $82,000, and
$83,000 was amortized to interest income for the years ended December 31, 2017, 2016, and 2015. The Bank had $43,478,000 and
$36,861,000 of available-for-sale securities at fair value as of December 31, 2017 and 2016. The Topic further requires that held-to-
maturity securities be reported at amortized cost and available-for-sale securities be reported at fair value, with unrealized gains and
losses excluded from earnings at the date of the financial statements, and reported in accumulated other comprehensive income (loss)
as a separate component of shareholder’s equity, net of the effect of income taxes, until they are sold. The Bank had $369,000 and
$797,000 of pretax net unrealized loss on available-for-sale securities as of December 31, 2017 and 2016. At the time of sale, any
gains or losses, calculated by the specific identification method, will be recognized as a component of operating results and any
amounts previously included in shareholder’s equity, which were recorded net of the income tax effect, will be reversed.

Loans — Loans are reported at the principal amount outstanding, inclusive of deferred loan acquisition costs, which primarily
includes deferred fees paid to loan originators, and which is amortized to interest income over the life of the loan.

Loan origination fees and certain direct origination costs are deferred and recognized as an adjustment to the yield of the related
loans. At December 31, 2017 and 2016, net loan origination costs were $11,093,000 and $12,371,000. Net amortization expense for
the years ended December 31, 2017, 2016, and 2015 was $3,513,000, $3,489,000, and $3,354,000.

Interest income is recognized on an accrual basis. Taxicab medallion and commercial loans are placed on nonaccrual status, and
all uncollected accrued interest is reversed, when there is doubt as to the collectability of interest or principal, or if loans are 90 days or
more past due, unless management has determined that they are both well-secured and in the process of collection. Interest income on
nonaccrual loans is generally recognized when cash is received, unless a determination has been made to apply all cash receipts to
principal. In 2017, the Bank adopted a policy to charge-off all taxicab medallion loans which reached 120 days past due down to their
net realizable value and then generally moves the remaining balances to repossessed loan collateral on the balance sheet. The
consumer portfolio has different characteristics compared to commercial loans, typified by a larger number of lower dollar loans that
have similar characteristics. A loan is considered to be impaired, or nonperforming, when based on current information and events, it
is likely the Bank will be unable to collect all amounts due according to the contractual terms of the original loan agreement.
Management considers loans that are in bankruptcy status, but have not been charged-off, to be impaired. These loans are placed on
nonaccrual, when they become 90 days past due, or earlier if they enter bankruptcy, and are charged off in their entirety when deemed
uncollectible, or when they become 120 days past due (loans in bankruptcy are not charged-off at 120 days), whichever occurs first, at
which time appropriate collection and recovery efforts against both the borrower and the underlying collateral are initiated. Other
loans are charged off when management determines that a loss has occurred. All interest accrued but not collected for loans that are
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charged off is reversed against interest income. For the recreational consumer loan portfolio, the process to repossess the collateral is
started at 60 days past due. If the collateral is not located and the account reaches 120 days delinquent, the account is charged off. If
the collateral is repossessed, a loss is recorded to write the collateral down to its fair value less selling costs, and the collateral is sent
to auction. When the collateral is sold, the net auction proceeds are applied to the account, and any remaining balance is written off.
Proceeds collected on charged off accounts are recorded as a recovery. Total loans more than 90 days past due were $16,115,000,
$42,269,000, and $17,153,000 at December 31, 2017, 2016, and 2015, or 1.8%, 4.2%, and 1.7% of the total loan portfolio.

At December 31, 2017, $5,367,000 or 1% of consumer loans, no commercial loans, and $27,332,000 or 12% of medallion loans
were on nonaccrual, compared to $4,179,000 or 1% of consumer loans, no commercial loans, and $47,841,000 or 16% medallion
loans on nonaccrual at December 31, 2016, and $3,381,000 or 1% of consumer loans, no commercial loans, and $21,722,000 or 6%
medallion loans on nonaccrual at December 31, 2015. The amount of interest income on nonaccrual loans that would have been
recognized if the loans had been paying in accordance with their original terms was $1,487,000 ($1,221,000 of which had been
applied to principal), $106,000, and $183,000 as of December 31, 2017, 2016, and 2015.

Commercial loans are reserved down to fair value and placed on nonaccrual status. Fair value is determined based upon
comparable market prices for substantially similar collateral plus management’s estimate of disposal costs. All interest accrued but not
collected for loans that are placed on nonaccrual is reversed against interest income. The interest on these loans is accounted for on the
cash basis and applied to principal until qualifying for return to accrual status. Loans are returned to accrual status when all the
principal and interest amounts contractually due are brought current and future payments are reasonably assured.

Troubled Debt Restructurings (TDRs) — In situations where, for economic or legal reasons related to a borrower’s financial
difficulties, the Bank grants a concession for other than an insignificant period of time to the borrower that the Bank would not
otherwise consider, the related loan is classified as a TDR. The Bank strives to identify borrowers in financial difficulty early and
work with them to modify their loan to more affordable terms before it reaches nonaccrual status. These modified terms may include
rate reductions, principal forgiveness, term extensions, payment forbearance and other actions intended to minimize the economic loss
to the Bank and to avoid foreclosure or repossession of the collateral. For modifications where the Bank forgives principal, the entire
amount of such principal forgiveness is immediately charged off. Loans classified as TDRs are considered impaired loans.

When the Bank identifies a loan as impaired, the Bank measures the impairment based on the present value of expected future
cash flows, discounted at the loan’s effective interest rate. When collateral is the sole source of repayment for the loan, the Bank may
measure impairment based on the fair value of the collateral. If foreclosure is probable, the Bank uses the current fair value of the
collateral less selling costs, instead of discounted cash flows.

If the Bank determines that the value of an impaired loan is less than the recorded investment in the loan (net of previous
chargeoffs, deferred loan fees or costs and unamortized premium or discount), the Bank recognizes impairment. When the value of an
impaired loan is calculated by discounting expected cash flows, interest income is recognized using the loan’s effective interest rate
over the remaining life of the loan.

Allowance for loan losses — In analyzing the adequacy of the allowance for loan losses, the Bank uses historical delinquency
and actual loss rates with a three year lookback period for medallion loans and a one year lookback period for consumer loans. The
allowance for loan losses is evaluated on a regular basis by management and is based upon management’s periodic review of the
collectability of the loans in light of historical experience, the nature and volume of the loan portfolio, adverse situations that may
affect the borrower’s ability to repay, estimated value of any underlying collateral, prevailing economic conditions, and excess
concentration risks. This evaluation is inherently subjective, as it requires estimates that are susceptible to significant revision as more
information becomes available. Credit losses are deducted from the allowance and subsequent recoveries are added back to the
allowance.

Fixed assets — Fixed assets are stated at cost less accumulated depreciation and amortization. Maintenance and repairs are
charged to expense while significant improvements are capitalized. Depreciation and amortization are computed using the straight-line
method over the estimated useful lives of the related assets. Capitalized leasehold improvements are amortized over the lesser of the
estimated useful life of the asset or the remaining lease term.

Income taxes — The Bank uses the asset and liability method in providing income taxes on all transactions that have been
recognized in the financial statements. Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their existing tax bases. The Bank
files its tax returns on a consolidated company basis with Medallion.

Other comprehensive income (loss) — The Bank had $159,000, $(245,000), and $(453,000) of net unrealized gains/(loss) due to
the change in fair value of available-for-sale securities for the years ended December 31, 2017, 2016, and 2015.
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Restrictions on dividends, loans, and advances — Banking regulations place certain restrictions on dividends paid and loans or
advances made by the Bank to Medallion. The total amount of dividends that may be paid at any date is generally limited to the
retained earnings of the Bank. However, dividends paid by the Bank would be prohibited if the effect thereof would cause the Bank’s
capital to be reduced below applicable minimum standards.

Financial instruments — FASB ASC Topic 825, “Financial Instruments,” requires disclosure of fair value information about
certain financial instruments, whether assets, liabilities, or off-balance-sheet commitments, if practicable.

Fair value of assets and liabilities — The Bank follows FASB ASC Topic 820, “Fair Value Measurements and Disclosures,”
(FASB ASC 820), which defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value
measurements. FASB ASC 820 defines fair value as an exit price (i.e. a price that would be received to sell, as opposed to acquire, an
asset or transfer a liability), and emphasizes that fair value is a market-based measurement. It establishes a fair value hierarchy that
distinguishes between assumptions developed based on market data obtained from independent external sources and the reporting
entities own assumptions. Further, it specifies that fair value measurement should consider adjustment for risk, such as the risk
inherent in the valuation technique or its inputs. See also Note 12 to the financial statements.

Reclassifications — Certain reclassifications have been made to prior year balances to conform with the current year
presentation. These reclassifications have no effect on the previously reported results of operations.

Recently issued accounting standards — In February 2018, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) 2018-02, Income Statement- Reporting Comprehensive Income (Topic 220): Reclassification of
Certain Tax Effects from Accumulated Other Comprehensive Income. The objective of this update is to allow a reclassification from
accumulated income to retained earnings for stranded tax effects resulting from the Tax Cuts and Jobs Acts and will update certain
disclosures about stranded tax effects. Early adoption is permitted. The Bank has assessed the impact of the update and has determined
it will not have a material effect on its financial condition and results of operations.

In May 2017, the FASB issued Accounting Standards Update (ASU) 2017-09, Compensation — Stock Compensation (Topic
718): Scope of Modification Accounting. The objective of this update is to provide clarity and reduce both diversity in practice and
cost and complexity when applying the guidance of Topic 718. The amendments in this update are effective for annual periods
beginning after December 15, 2017, and interim periods within those fiscal years. Early adoption is permitted. . The Bank has assessed
the impact of the update and has determined it will not have a material effect on its financial condition and results of operations.

In January 2017, the FASB issued Accounting Standards Update (ASU) 2017-04, “Intangibles — Goodwill and Other (Topic
350): Simplifying the Test for Goodwill Impairment.” The objective of this update is to simplify the subsequent measurement of
goodwill, by eliminating step 2 from the goodwill impairment test. The amendments in this update are effective for annual periods
beginning after December 15, 2019, and interim periods within those fiscal years. The Bank does not believe this update will have a
material impact on its financial condition.

In August 2016, the FASB issued Accounting Standards Update (ASU) 2016-15, “Statement of Cash Flows (Topic 230):
Classification of Certain Cash Receipts and Cash Payments.” The update clarifies how entities should classify certain cash receipts
and cash payments on the statement of cash flows with the objective of reducing the existing diversity in practice related to eight
specific cash flow issues. The amendments in this update are effective for annual periods beginning after December 15, 2017, and
interim periods within those fiscal years. Early adoption is permitted. The Bank has assessed the impact of the update and has
determined it will not have a material effect on its financial condition and results of operations.

In June 2016, the FASB issued ASU 2016-13, “Financial Instruments—Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments.” The main objective of this new standard is to provide financial statement users with more decision-
useful information about the expected credit losses on financial assets and other commitments to extend credit held by a reporting
entity at each reporting date. Effective dates vary according to business entity type, and early adoption is permitted for all entities. The
aftermath of the global economic crisis and the delayed recognition of credit losses associated with loans (and other financial
instruments) was identified as a weakness in the application of existing accounting standards. Specifically, because the existing
“incurred” loss model delays recognition until it is probable a credit loss was incurred, the FASB explored alternatives that would use
more forward-looking information. Under the FASB’s new standard, the concepts used by entities to account for credit losses on
financial instruments will fundamentally change. The existing “probable” and “incurred” loss recognition threshold is removed. Loss
estimates are based upon lifetime “expected” credit losses. The use of past and current events must now be supplemented with
“reasonable and supportable” expectations about the future to determine the amount of credit loss. The collective changes to the
recognition and measurement accounting standards for financial instruments and their anticipated impact on the allowance for credit
losses modeling have been universally referred to as the CECL (current expected credit loss) model. ASU 2016-13 applies to all
entities and is effective for fiscal years beginning after December 15, 2019 for public entities and is effective for fiscal years beginning
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after December 15, 2020 for all other entities, with early adoption permitted. The Bank is assessing the impact the update will have on
its financial statement, but expects the update to have a significant impact on how the Bank expects to account for estimated credit
losses on its loans.

In February 2016, the FASB issued Accounting Standards Update (ASU) 2016-02, “Leases (Topic 842)”. ASU 2016-02
requires the recognition of lease assets and lease liabilities by lessees for leases classified as operating under current GAAP. ASU
2016-02 applies to all entities and is effective for fiscal years beginning after December 15, 2018 for public entities and is effective for
fiscal years beginning after December 15, 2019 for all other entities, with early adoption permitted. The Bank is assessing the impact
the update will have on its financial condition.

In January 2016, the FASB issued ASU 2016-01, “Financial Instruments—Overall (Topic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities.” The main objective of this Update is to enhance the reporting model for
financial instruments and provide users of financial statements with more decision-useful information. ASU 2016-01 requires equity
investments to be measured at fair value, simplifies the impairment assessment of equity investment without readily determinable fair
value, eliminates the requirements to disclose the fair value of financial instruments measured at amortized cost, and requires public
business entities to use the exit price notion when measuring the fair value of financial instruments. The update, as amended, is
effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2017. The Bank has assessed the
impact of the update and has determined it will not have a material effect on its financial condition and results of operations.

2. Investment securities

Fixed maturity securities available-for-sale at December 31 consisted of the following.

Gross
Unrealized Gross Unrealized

(Dollars in thousands) Amortized Cost Gains Losses Fair Value
2017
Mortgage-backed securities, principally obligations

of US federal agencies..........cooovevevevveeeeresveeerenenns $ 32,749 $ 47 $ 354§ 32,442
State and municipalities..........cceeevveereerieeriereerieenene 11,098 52 114 11,036
TOtAL et $ 43,847 $ 99 $ 468 § 43,478
2016
Mortgage-backed securities, principally obligations

of US federal agencies............cccoevueveveruerererrernnnsn. $ 27,619 $ 90 $ 540 $ 27,169
State and municipalities..........cceevvereerrercreriiereerieeeeees 10,039 9 356 9,692
TOtAL oo $ 37,658 $ 99 § 896 $ 36,861

The amortized cost and estimated market value of investment securities as of December 31, 2017 by contractual maturity are
shown below. Actual maturities will differ from contractual maturities because borrowers may have the right to call or prepay
obligations with or without call or prepayment penalties.

Amortized Market
(Dollars in thousands) Cost Value
DUE IN ONE YEAT OF 1€SS . .viviiviiiieiieiiieeieteeete ettt eve e $ — 3 —
Due after one year through five Years ..........ccccovevevrueveeevereieeeeceessenans 7,602 7,541
Due after five years through ten years..............cooovurvervrvrvrrursrsssnsrsonnon. 15,134 15,038
DUE AFLET LN YEALS .....voeoeeeeeeeeeceee s 21,111 20,899
Total S 43,847 § 43478
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Information pertaining to securities with gross unrealized losses at December 31, aggregated by investment category and length
of time that individual securities have been in a continuous loss position follows.

Less than Twelve Months

Twelve Months and Over

Gross Unrealized

Gross Unrealized

(Dollars in thousands) Losses Fair Value Losses Fair Value
2017
Mortgage-backed securities, principally obligations of US federal

AEEIICIES ....vveveeeceeeeeeeeseseteeeeeeetese s et s e e st et et es st s et et senanenenaeeas 192 § 19432 § 162 $ 7,068
State and MUNICIPALILIES ........covevevereeeeieeeeeerereeeeeceeeeeee e 16 3,445 98 4,234
TOtAL ... s 208 § 22,877 § 260 $ 11,302
2016
Mortgage-backed securities, principally obligations of US federal

AEEICIES ....o.vveveveveeeeeeceeeeeeeeteeesete et seses s s et et et et e et ananenes s s e 540 § 24292 § — 5 —
State and MUNICIPALItIES .......eevereieiieiieie e 310 8,573 46 757
TOtAL ... s 850 $ 32,865 $ 46 $ 757

Unrealized losses on securities have not been recognized into income because the issuers’ bonds are of high credit quality, and
the Bank has the intent and ability to hold the securities for the foreseeable future. The fair value is expected to recover as the bonds
approach the maturity date.

3. Loans and allowance for loan losses

(1
2

1)
2

Loans are summarized as follows at December 31,

Loans (Dollars in thousands) 2017 2016

CONSUMET V...t 693,289 $ 708,527

MedallioN @......ooeiieieeeeeeeeeee e 222,252 296,436

Other commercial @.........cocoouiiiveiieeeeeeeeeeee e, 1,598 2,567

Deferred loan acquisition COStS, NEt ........cccevvevuieviieeerierreereereeeereenees 11,093 12,371

TOLAL LOAMS ...ttt e e e et et e s e eneneenees 928,232 § 1,019,901
Collectively evaluated for impairment
Individually evaluated for impairment
Changes in the allowance for loan losses are summarized as follows.

Asset-based and

(Dollars in thousands) Medallion commercial Consumer @ Total
Balance at 12/31/14............ccocovevvieiieiicieceeeeee e 1,841 $ 1,296 $ 14,662 $ 17,799
Provision for 10an 10SSES.......c..ueevevviiievueeeiiiee e, 4,295 335 12,071 16,701
Loan charge-offs .........ccooeieiiiiiiieeeee e, — (1,013) (12,667) (13,680)
RECOVEIIES ..vvvviiiiiiieeiieee e, — — 3,261 3,261
Balance at 12/31/15............ccoovviiiiieeeeeeeeeeee, 6,136 618 17,327 24,081
Provision for 10an 10SSES.......c..ooevvveiieeveeeeieeeeeeeeeeenes, 56,239 (612) 13,841 69,466
Loan charge-offs .........cccevviiciiiiiiienieeeceeeesee e, (27,646) — (15,749) (43,395)
RECOVETIES ..., — — 4,667 4,667
Balance at 12/31/16................ccoovvevveereerieieeieeeeeene, 34,729 4 20,086 54,819
Provision for 10an 10SSES..........cooeveeveereeeeeeeeeeeeeeeean. 36,491 @ 14,792 51,282
Loan charge-0ffs ...........c.coeveeveeeieeieieeeeeieeeesese s (30,121) — (19,608) (49,729)
RECOVETIES ...ttt 1,285 — 5,759 7,044
Balance at 12/31/17 ..o, 42,384 § 3 9 21,029 $ 63,416

Individually evaluated for impairment
Collectively evaluated for impairment
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There were no loans acquired with deteriorated credit quality.

See Note 1 to the financial statements which describes the nature of the portfolios, their collection and income recognition
processes, and the methodology used to assess the adequacy of the allowance.

Other commercial or construction loans are infrequent, and made on a case by case basis, after performing thorough borrower
review, credit, and collateral checks. The risk associated with these types of loans is individual to that particular credit, and they are
monitored and tracked closely.

The consumer loan portfolio is primarily customer driven, whereby borrowers are assessed a score based on income level, home
ownership, FICO score, and other factors weighted in a credit scoring model that determines whether a borrower is qualified. Loan
losses in this portfolio fluctuate with economic conditions, and can range widely over time. The consumer loan portfolio is analyzed
and evaluated in the aggregate, as a pool of loans.

Allocations for the allowance for credit losses may be made for specific loans, but the allowance is general in nature and is
available to absorb losses from any loan type.

The following table provides a summary of the loan portfolio by its performance status and by type.

Performing Nonperforming Total
(Dollars in thousands) 2017 2016 2017 2016 2017 2016
Medallion .......cccveeeiiieiieiicie e $ 175527 $ 240,616 $ 46,725 $ 55820 $§ 222,252 $ 296,436
Asset-based and commercial.............cccoeevvieeneeennennn, 1,598 2,567 — — 1,598 2,567
CONSUMET ....eouevieeeieeeiiieeieeeieeeteesereesreesbeesnseeseseennns 687,800 704,120 5,489 4,408 693,289 708,527
TOtaL ..ot $ 864,925 $§ 947,303 $ 52,214 $§ 60,228 $ 917,139 $ 1,007,530

The following tables provide additional information on attributes of the nonperforming loan portfolio.

(Dollars in thousands) Recorded Unpaid Principal Related Average Recorded Interest Income
December 31, 2017 Investment Balance Allowance Investment Recognized

With no related allowance recorded
Medallion ......c.cooeevveeieeieieeeeeeeeeeceeeeeeenn, $ — — 3 — S — —
Asset-based and commercial........................ — — — — —
CONSUMET ... e, — — — — —
With an allowance recorded
Medallion ........ccceeeveieeeieiieieeeeeeeeee e, 46,725 46,725 23,164 37,983 1,221
Asset—based and commercial ...................... — — — — —
CONSUMET ....veeenvieeiieerie e eiee e evee e 5,489 5,489 170 4,200 320

Total
Medallion ......cceeeeeeviiieeiieieeeeeee e, 46,725 46,725 23,164 37,983 1,221

Asset-based and commercial ...................... — — — — —
CONSUITIET ...t eeeeeeeeeeeeeeeeer e eeeeeeeeeeans $ 5,489 $ 5,489 $ 170 $ 4,200 $ 320
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(Dollars in thousands) Recorded Unpaid Principal Related Average Recorded Interest Income
December 31, 2016 Investment Balance Allowance Investment Recognized

With no related allowance recorded
Medallion ......oooveueeeeeeieeeeeeeeeeeeeeee e, $ — — 3 — S — 3 —
Asset—based and commercial ...................... — — — — —
CONSUMET ..., — — — — —
With an allowance recorded
Medallion ........c.ooeeeeiiieeeiieeeee e, 55,820 55,820 22,576 39,142 520
Asset—based and commercial ..................... — — — — —
CONSUIMET ..vveeeeeiieiieeeee e 4,408 4,408 136 3,292 264
Total
Medallion ........ccceeevieiieeiiiiiieeecceeeeen, 55,820 55,820 22,576 39,142 520

Asset —based and commercial ..................... — — — — —
CONSUMET ...t $ 4,408 $ 4,408 $ 136 $ 3292 $ 264

The table below shows the aging of all loan types as of December 31,

Recorded
(Dollars in thousands) Days Past Due Investment >90
Days and
2017 31-60 61-90 91 + Total Past Due Current Total Accruing
Medallion........c.coeeeevvveereeennenn. $ 13,859 § 11,167 $§ 12,170 $ 37,196 $§ 185,056 $ 222,252 § —
Asset—based and
commercial..............cco......... — — — — 1,598 1,598 —
ConsSumer ..........ccceeeeevveeeennennn. 16,252 5,021 3,945 25,218 668,071 693,289 —
Total....ccovvevieeiieieeee e, $ 30,111 $ 16,188 $ 16,115 $ 62,414 § 854,725 $ 917,139 $ —
Recorded
(Dollars in thousands) Days Past Due Investment >90
Days and
2016 31-60 61-90 91 + Total Past Due Current Total Accruing
Medallion........c.coeeeevvveereeennenn. $ 7910 $ 21,929 $ 38973 $ 68,812 $§ 227,624 $ 296,436 $ —
Asset—based and commercial ... — — 218 218 2,349 2,567 —
ConSumer .........ccoceeeeeveeeecnnnnnn. 13,517 4,546 3,078 21,141 687,386 708,527 —
Total....ccooveeieeiieieeee e $ 21,427 $ 26475 $§ 42269 §$ 90,171 $ 917,359 $ 1,007,530 $ —

Other assets

A third party finance company sold various participations in asset based loans to Medallion Business Credit and Medallion
Bank. In April 2013, the aggregate balance of the participations was approximately $13.8 million, $12.9 million of which were held
by Medallion Bank. That amount was divided between seven separate borrowers operating in a variety of industries. In April 2013, the
third party finance company became the subject of an involuntary bankruptcy petition filed by its bank lenders. Among other things,
the bank lenders alleged that the third party finance company fraudulently misrepresented its borrowing availability under its credit
facility with the bank lenders and are seeking the third party finance company’s liquidation. In May 2013, the bankruptcy court
presiding over the third party finance company’s case entered an order converting the involuntary chapter 7 case to a chapter 11 case.
The Bank has placed these loans on nonaccrual, and reversed interest income. In addition, the Bank has established valuation
allowances against the outstanding balances. On May 31, 2013, the Bank commenced an adverse proceeding against the third party
finance company and the bank lenders seeking declaratory judgment that our loan participations are true participations and not subject
to the bankruptcy estate or to the bank lender’s security interest in the third party finance company’s assets. The third party finance
company and bank lenders are contesting the Bank’s position. In April 2014, the Bank received a decision from the court granting
summary judgment in the Bank’s favor with respect to the issue of whether the Bank’s loan participations are true participations. In
March 2015, the Bank received a decision from the court finding that the bank lenders generally held a first lien on the Bank’s loan
participations subject to, among other things, defenses still pending prosecution by the parties and adjudication by the court. The Bank
is appealing the decision. The remaining issues are still being litigated. Although the Bank believes the claims raised by the third party
finance company and the bank lenders are without merit and will vigorously defend against them, the Bank cannot at this time predict
the outcome of this litigation or determine our potential exposure. At December 31, 2017, five of the seven secured borrowers had
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refinanced their loans in full with third parties, and the related proceeds are held in escrow pending resolution of the bankruptcy
proceedings. One loan was charged off in September 2014. In September 2015, one loan was sold at a discount to a third party, and
the related proceeds are held in escrow pending resolution of the bankruptcy proceedings. The balances related to the paid off loans
have been reclassified to other assets on the balance sheet. The table below summarizes these receivables and their status with the
Bank as of December 31, 2017.

(Dollars in thousands)

Medallion Bank

Loans OUtStANAING.........coevirveiiririetiiriteiereeetestes e stes s s s esesseseeseseseens $ 1,953
Loans charged off (1) ..c.eeoveeeieeieiieeieeeeeeeee e (1,953)
Valuation allOWanCe ...........ceeeeviiiiiieeiiie ettt e e evee s —
Net 10ans outstanding ..........cccoeceerierienieiinieneseeeee e —
Other 1eCIVADIES ......cvveiiieiie e 11,062
Valuation alloWanCe ...........cceeverieiieneeieeie ettt see e (5,901)
Net other 1eCeIVables .........oooviiiiiiiei e 5,161
Total net OUtStANAING .....oecveeiereieiieceee e 5,161
Income foregone in 2017 .......oeoueiiiiieiieeee e —
Total iINCOME fOTEZONE.......eeueeeeieiieiieie ettt $ 108
(1) The income foregone on the charged off loan was $213 for the Bank.
The table below shows loans that were modified during 2017 and 2016.
Troubled Debt Restructuring
(Dollars in thousands) Troubled Debt Restructuring that Subsequently Defaulted
Pre-
Modification Post-Modification
Outstanding Outstanding
Number of Recorded Recorded Number of Recorded
Loans Investments Investments Loans Investments
2017
Troubled debt restructuring
Medallion .........coocvieiiiiiiieiecce e 41 $ 29,190 $ 29,186 8 3 4,563
ComMMETCIAl.......cccuiiiiiieiieciieciee e — — — — —
CONSUMET .....vvieeiiiieeiiieeeiveeeeireeeereraeeesreeeeeeveeeesereeas — — — — —
2016
Troubled debt restructuring.............ccceeeveeeueeeereeenennns
IMEAALTION ...ttt 21 $ 14,384 § 14,396 — 3 —
ComMErCial.......cocueiveiiieiieiieceee e — — — — —
CONSUMET ... — — — — —
4. Fixed assets
Fixed assets and their related useful lives at December 31 were as follows:
(Dollars in thousands) Useful lives 2017 2016
COMPULET SOTTWATE......evevieiienieieniiterie ettt 3years $ 431 $ 259
EQUIPIMENL.....iiiiiiiiieieiietteeeteet ettt eev et e s seenseenns 5 years 25 61
Furniture and fIXtUIES ........coovveriieriieiieieceseeeee et 5-10 years 81 87
Leasehold imProvements ...........c.ccverveerieecieeiienieseesieeie e seeeseee e eseesne e 3-5 years 9 13
Telephone eqUIPMENL. ........cceeiriiieieieieiee ettt 3 years 25 33
DEPOSIE SYSTEIM.....eentieniieiiieiiieiietceteet ettt st e 3 years — 14
571 467
Less accumulated depreciation and amortiZation ..............ecveveeeieeieriesieneeseeeee e seeneeenns (257) (233)
INet fIXed ASSELS ........c.ovieiiviiieiitiieeieteeeee ettt ettt ev e eve e $ 314 § 234
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Depreciation expense was $138,000, $115,000, and $56,000 for the years ended December 31, 2017, 2016, and 2015.

5. Deposits and other borrowings

At December 31, 2017, the scheduled maturities of all borrowed funds, which were primarily composed of brokered
certificates of time deposit as follows.

(Dollars in thousands)

2018 ettt b e et e e b e e e tb e e s be e abeesabeeeareesabeeeaaeene $ 424115
2009 e et b e e e b e e s b e e e abe e s abeeetbeesabeaeaaeenns 260,872
2020 ettt ettt et b e e e be e s beeetbeesabeaeabeesabeenabeesabeenaaeanns 91,136
202 ettt et e e e bt e et e e ebeeebeesbeeeabaesreeeaaeenns 76,884
2022 e e ettt b e e et e e sbeeeteesbeeetreeareeeareenns 53,741
TOCAL......ooeeeieeeee e e e s $ 906,748

All time deposits are in denominations of less than $250,000 and have been originated through Certificate of Deposit Broker
relationships. The weighted average interest rate of deposits outstanding at December 31, 2017 was 1.51%.

Deposits are raised through the use of investment brokerage firms who package deposits qualifying for FDIC insurance into
pools that are sold to Medallion Bank. The rates paid on the deposits are highly competitive with market rates paid by other financial
institutions. Additionally, a brokerage fee is paid, depending on the maturity of the deposits, which averages less than 0.15%, and
which is capitalized and amortized to interest expense over the life of the respective pool. The total amount capitalized at
December 31, 2017 and 2016 was $1,941,000 and $1,996,000, and $1,330,000, $1,369,000, and $1,314,000 was amortized to interest
expense during 2017, 2016, and 2015. Interest on the deposits is accrued daily and paid monthly, quarterly, semiannually, or at
maturity.

At December 31, 2017, the Bank had unsecured and undrawn Federal Funds lines with correspondent banks of $25,000,000.

6. Income taxes

The components of the provisions for income taxes were as follows for the years ended December 31,

(Dollars in thousands) 2017 2016 2015
Current

Federal .....coooiiiiii e $ 10,145 § 8,772 $§ 15,997
SEALE ..ttt sttt 218 2,791 5,600
Deferred

Federal .....cooiiiiiii e (2,255) (9,021) (1,849)
Change in federal taX rate ..........cecveeievierieiiee e 7,396 — —
STALE ..ottt ettt ettt (411) (2,868) (774)
Net provision for inCome taxes.................cccooovovieeeeeieeeeeeeeeeeans $ 15093 § (326) § 18,974

The following table reconciles the provision for income taxes to the US federal statutory income tax rate for the years ended
December 31, 2017, 2016, and 2015.

2017 2016 2015

Statutory Federal Income tax at 35% $ 6,876 § 573 $ 14,932
State and local income taxes, net of federal income tax

DENETIL .o 766 64 1,664
Change in State taX NEXUS.....cc.eerueeuerienieniienieeieete e seeneeenieeneeene — (770) 1,579
Change in federal tax rate........c.cceceevvevverieneninienineneeeereeeienens 7,396 — —
(35 TS) PSSP 55 (193) 799
TOtALL . $ 15,093 $§ (32600 $ 18974
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On December 22, 2017, the U.S. Government signed into law the “Tax Cuts and Jobs Act” which, starting in 2018, reduces the
Company’s corporate statutory income tax rate from 35% to 21%, but eliminates or increases certain permanent differences. As of the
date of enactment, the Company has adjusted its deferred tax assets and liabilities for the new statutory rate which resulted in a
$7.4 million income tax benefit for the year ended December 31, 2017.

Historically, the Bank filed its 2015 tax returns on a separate company basis, however Medallion did not qualify for RIC status
for 2016 and 2017, and therefore filed consolidated 2016 tax returns with the Bank and expects to do the same for 2017.

Deferred tax and other asset balances reflected in the balance sheet were as follows as of December 31,

(Dollars in thousands) 2017 2016
Provision for 10an 10SSES ........cceeviieiiiiiiieeie et e $ 16,962 $ 23,408
Deferred loan acquiSition COSES ........eevververierieriieriieieeiesieseee e (2,899) (4,812)
Unrealized gains 0N iNVEStMENTS.........c.eecverierieriieieeie e sieenie e eeeseeeeeens 141 327
(0731 T<) RO PTU PSR 403 600
Net deferred tAX ASSEL.........ooovveueeiiiieeeeeeeeeeeeee et e e e e e e e eeeeeaeeees 14,607 19,523
Prepaid (accrued) taXeS .....oc.eeiveereeerieeie et (4,426) 3,810
Net deferred tax and other assets...................ccccocooovveveveveeeveeeeeeesenen, $ 10,181 § 23333

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or
all of the deferred tax assets will not be realized. The realization of deferred tax assets is dependent upon the generation of future
taxable income during the periods in which temporary differences become deductible pursuant to ASC Topic 740, “Income Taxes.”
Management considers the reversal of deferred tax liabilities, projected future taxable income, and tax planning strategies in making
this assessment. Management’s evaluation of the realizability of deferred tax assets must consider both positive and negative evidence.
The weight given to the potential effects of positive and negative evidence is based on the extent to which it can be objectively
verified. Based on these considerations, no valuation allowance was deemed necessary as of December 31, 2017 and 2016.

The Bank has filed US Federal tax returns as well as tax returns with various states. Generally, tax years 2014 through the
present are open for examination. Currently the Bank is undergoing a state tax examination covering the years 2009 to 2011 and 2013
to 2015. In 2017, the Bank’s state tax accruals have decreased due to changes in the state nexus rules in a state and locality where the
Bank conducts business. In addition, the Bank began accruing additional state income tax due to a change in their determination
regarding nexus in certain other states where the Bank conducts business.

7. Other transactions with affiliates

The Bank’s taxi medallion, and commercial loans aggregated $223,000,000 and $298,293,000 at December 31, 2017 and 2016.
These loans are sourced and serviced by its affiliates. The Bank paid $2,000, $2,000, and $8,000 for loan servicing fees to Medallion
for 2017, 2016, and 2015, and also in 2017, 2016, and 2015, paid $5,272,000, $5,421,000, and $5,658,000 to another Medallion
affiliate. Origination fees of $0, $110,000, and $198,000 were paid to Medallion for 2017, 2016, and 2015. Amortization costs were
$92,000, $99,000, and $367,000 for 2017, 2016, and 2015.

At December 31, 2017 and 2016, the Bank owed $1,055,000 and $1,084,000 to affiliates for origination fees, monthly servicing
fees on loans, charges for corporate overhead, and legal and business development expenses due to the affiliates, partially offset by
payments due the Bank from collection of loan payments by affiliates. The Bank reimbursed the parent for expenses incurred on its
behalf of $865,000, $1,006,000, and $775,000 for 2017, 2016, and 2015.

8. 401(k) plan

The Bank participates in the 401(k) plan offered by Medallion. The 401(k) Plan covers all full and part-time employees of the
Bank who have attained the age of 21 and have a minimum of one year of service. Under the 401(k) Plan, an employee may elect to
defer not less than 1% and no more than 15% of the total annual compensation that would otherwise be paid to the employee, provided
however, that employees’ contributions may not exceed certain maximum amounts determined under the Internal Revenue Code.
Employee contributions are invested in various mutual funds according to the directions of the employee. At the discretion of
Medallion’s Board of Directors, the Bank can provide for employer matching contributions. Medallion has elected to match employee
contributions up to one-third of the employee’s contribution, but not greater than 2% of the portion of the employee’s annual salary
eligible for 401(k) benefits. For the years ended December 31, 2017, 2016, and 2015, the Bank provided $70,000, $55,000, and
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$55,000 in employer matching, which amount is included in salaries and benefits expense in the accompanying statement of
comprehensive income.

9. Commitments and contingencies

Loans — At December 31, 2017, the Bank had commitments to extend credit of $720,000 to taxi medallion customers for
unfunded amounts.

Leases — The Bank leases office space under two non-cancelable operating leases that expire in August 2021 and November
2022. Rental expense related to the leases was $267,000, $225,000, and $217,000 for the years ended December 31, 2017, 2016, and
2015.

Future minimum lease payments under these operating leases as of December 31, 2017 were as follows:

(Dollars in thousands)

2018 et $ 298
20019 e 326
2020 e 336
2021 e 346
2022 e, 324
TOAL ..o, $ 1,630

10. Capital requirements

The Bank is subject to various regulatory capital requirements administered by the Federal Deposit Insurance Corporation
(FDIC) and the Utah Department of Financial Institutions. Failure to meet minimum capital requirements can initiate certain
mandatory and possible additional discretionary actions by regulators that, if undertaken, could have a direct material effect on the
Bank’s financial statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective action, the Bank
must meet specific capital guidelines that involve quantitative measures of the Bank’s assets, liabilities, and certain off-balance sheet
items as calculated under regulatory accounting practices. The Bank’s capital amounts and classifications are also subject to
qualitative judgments by the bank regulators about components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain minimum amounts and
ratios as defined in the regulations (set forth in the table below). Additionally, as conditions of granting the Bank’s application for
federal deposit insurance, the FDIC ordered that the Tier 1 leverage capital to total assets ratio, as defined, be not less than 15%, and
that an adequate allowance for loan losses be maintained. As of December 31, 2017, the Bank’s Tier 1 leverage capital ratio was
14.5%. The Bank’s actual capital amounts and ratios as of December 31, 2017 and 2016, and the regulatory minimum ratios are
presented in the following tables.

(Dollars in thousands) As of December 31, 2017 As of December 31, 2016 Minimum Ratio for Minimum Ratio To be Well
Capital Adequacy Capitalized Under Prompt
Amount Ratio Amount Ratio Purposes Corrective Action Provisions

Tier 1 Capital (to average
ASSCLS) cvevvnereeenerieienns $ 163,797 14.5% $ 156,461 14.5% 4.0% 5.0%

Common Equity Tier 1
(to risk-weighted

LY 1) JORORR 137,494 13.8 130,158 12.2 4.5 6.5
Tier 1 Capital....................
(to risk-weighted assets) .. 163,797 16.5 156,461 14.7 6.0 8.0
Total Capital (to risk-

weighted assets) .......... 176,876 17.8 170,385 16.0 8.0 10.0

In addition, the Bank is subject to a Common Equity Tier 1 capital conservation buffer on top of the minimum risk-based capital
ratios. The implementation of the capital conservation buffer began on January 1, 2016 at the 0.625% level and will increase by
0.625% each subsequent January 1 until January 1, 2019. Including the buffer, by January 1, 2019, the Bank will be required to
maintain the following minimum capital ratios: a Common Equity Tier 1 risk-based capital ratio of greater than 7.0%, a Tier 1 risk-
based capital ratio of greater than 8.5% and a total risk-based capital ratio of greater than 10.5%.

F-76



11. Fair value of financial instruments

FASB ASC Topic 825, “Financial Instruments,” requires disclosure of fair value information about certain financial
instruments, whether assets, liabilities, or off-balance-sheet commitments, if practicable. The following methods and assumptions
were used to estimate the fair value of each class of financial instrument. Fair value estimates that were derived from broker quotes
cannot be substantiated by comparison to independent markets and, in many cases, could not be realized in immediate settlement of
the instrument.

(a) Loans — Current fair value most closely approximates book value.

(b) Investments—The Bank’s investments are recorded at the estimated fair value of such investments.

(c) Cash and cash equivalents — Book value equals market value.

(d) Floating rate borrowings—Due to the short-term nature of these instruments, the carrying amount approximates fair

value.

(e) Commitments to extend credit—The fair value of commitments to extend credit is estimated using the fees currently
charged to enter into similar agreements, taking into account the remaining terms of the agreements and present
creditworthiness of the counter parties. For fixed rate loan commitments, fair value also includes a consideration of the
difference between the current levels of interest rates and the committed rates. At December 31, 2017 and 2016, the
estimated fair value of these off-balance-sheet instruments was not material.

(f) Fixed rate borrowings — Due to the short-term nature of these instruments, the carrying amount approximates fair

value.
December 31, 2017 December 31,2016

(Dollars in thousands) Carrying Amount Fair Value Carrying Amount Fair Value
Financial Assets
LOANS ...ttt $ 804,816 $ 864,816 $ 965,082 $ 965,082
Investment SECUTItIES ......ccveevieirieeriecieeereesre e 43,478 43,478 36,861 36,861
CaSN ... 110,233 110,233 30,881 30,881
Accrued interest receivable ..........ooceevevieeiiieiieeenen, 6,740 6,740 6,160 6,160
Financial Liabilities
Funds borrowed..........c.oooovveeeiiiiiieeieicieceie e, 906,748 906,748 908,442 908,442
Accrued interest payable ..........ccceverierieciencieniee, 1,488 1,488 1,094 1,094

12. Fair value of assets and liabilities

The Bank follows the provisions of FASB ASC 820, which defines fair value, establishes a framework for measuring fair
value, establishes a fair value hierarchy based on the quality of inputs used to measure fair value, and enhances disclosure
requirements for fair value measurements.

In accordance with FASB ASC 820, the Bank has categorized its assets and liabilities measured at fair value, based on the
priority of the inputs to the valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives the highest
priority to quoted prices in active markets for identical assets or liabilities (level 1) and the lowest priority to unobservable
inputs (level 3).

As required by FASB ASC 820, when the inputs used to measure fair value fall within different levels of the hierarchy,
the level within which the fair value measurement is categorized is based on the lowest level input that is significant to the fair
value measurement in its entirety. For example, a level 3 fair value measurement may include inputs that are observable (level 1
and 2) and unobservable (level 3). Therefore gains and losses for such assets and liabilities categorized within the level 3 table
below may include changes in fair value that are attributable to both observable inputs (level 1 and 2) and unobservable inputs
(level 3).

Assets and liabilities measured at fair value, recorded on the balance sheets are categorized based on the inputs to the
valuation techniques as follows:

Level 1. Assets and liabilities whose values are based on unadjusted quoted prices for identical assets or liabilities in an active
market that the Bank has the ability to access (examples include active exchange-traded equity securities, exchange-traded
derivatives, most US Government and agency securities, and certain other sovereign government obligations).
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Level 2. Assets and liabilities whose values are based on quoted prices in markets that are not active or model inputs that are
observable either directly or indirectly for substantially the full term of the asset or liability. Level 2 inputs include the
following:

A)  Quoted prices for similar assets or liabilities in active markets (for example, restricted stock);

B)  Quoted price for identical or similar assets or liabilities in non-active markets (for example, corporate and
municipal bonds, which trade infrequently);

C)  Pricing models whose inputs are observable for substantially the full term of the asset or liability (examples
include most over-the-counter derivatives, including interest rate and currency swaps); and

D) Pricing models whose inputs are derived principally from or corroborated by observable market data through
correlation or other means for substantially the full term of the asset or liability (examples include certain
residential and commercial mortgage-related assets, including loans, securities, and derivatives).

Level 3. Assets and liabilities whose values are based on prices or valuation techniques that require inputs that are both
unobservable and significant to the overall fair value measurement. These inputs reflect management’s own assumptions about
the assumptions a market participant would use in pricing the assets or liability (examples include certain private equity
investments, and certain residential and commercial mortgage-related assets, (including loans, securities, and derivatives).

Changes in the observability of valuation inputs may result in a reclassification for certain assets or liabilities.
Reclassifications impacting level 3 of the fair value hierarchy are reported as transfers in/out of the level 3 category.

The following tables present the Bank’s fair value hierarchy for those assets and liabilities measured at fair value on a recurring
basis as of December 31, 2017 and 2016.

2017 (Dollars in thousands) Level 1 Level 2 Level 3 Total
Assets
Available-for-sale investment securities M .............ccocoeveiiiieeeieeeeee, $ — $ 43478 § — § 43478

(1) Total unrealized loss of $159, net of tax was included in accumulated other comprehensive income (loss) for 2017 related to
these assets.

2016 (Dollars in thousands) Level 1 Level 2 Level 3 Total
Assets
Available-for-sale investment securitieS V. ........oocoeeeieieiiereeeeeeeeeeenenn $ — $ 36,861 $ — $ 36,861

(1) Total unrealized loss of $245, net of tax was included in accumulated other comprehensive income (loss) for 2016 related to
these assets.

The following tables present the Bank’s fair value hierarchy for those assets and liabilities measured at fair value on a non-
recurring basis as of December 31, 2017 and 2016.

2017 (Dollars in thousands) Level 1 Level 2 Level 3 Total
Assets

IMPAITed LOANS .....c.eeriieiieieeie et $ — 3 — $ 19356 $ 19,356
Loan collateral in process of foreclosure...........oocvvevereienieneeniencieniee, 27,706 27,706
Other receivables 5,161 5,161
Total ..coovvveiene. $ — 3 — $ 52223 § 52,223
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(1) Total unrealized losses of $13,465 for impaired loans, $0 for repossessed loan collateral, and $1,476 for other receivables were
included in income for 2017 related to these assets.

2016 (Dollars in thousands) Level 1 Level 2 Level 3 Total
Assets ¥

IMPAITEd L0ANS ......ecvivieieeiiieietiteecteet ettt $ — 3 — $ 31,247 $ 31,247
Loan collateral in process of foreclosure..........cocevverienieceeiienieeee 1,197 1,197
Other receivables 6,637 6,637
1 o] 72 KT $ — 3 — $ 39,081 $ 39,081

(1) Total unrealized losses of $21,002 for impaired loans, $0 for repossessed loan collateral, and $0 for other receivables were
included in income for 2016 related to these assets.

13. Small Business Lending Fund Program (SBLF) and Troubled Assets Relief Program (TARP)

On February 27, 2009 and December 22, 2009, Medallion Bank issued, and the US Treasury purchased under the TARP Capital
Purchase Program (the CPP) Medallion Bank’s fixed rate non-cumulative Perpetual Preferred Stock, Series A, B, C, and D for an
aggregate purchase price of $21,498,000 in cash. On July 21, 2011, Medallion Bank issued, and the US Treasury purchased 26,303
shares of Senior Non-Cumulative Perpetual Preferred Stock, Series E (Series E) for an aggregate purchase price of $26,303,000 under
the SBLF. The SBLF is a voluntary program intended to encourage small business lending by providing capital to qualified smaller
banks at favorable rates. In connection with the issuance of the Series E, the Bank exited the CPP by redeeming the Series A, B, C,
and D; and received approximately $4,000,000, net of dividends due on the repaid securities. The Bank previously paid a dividend rate
of 1% on the Series E, which increased to 9% in first quarter of 2016.

14. Subsequent Events

We have evaluated subsequent events that have occurred through March 14, 2018, the date of financial statement issuance.
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Exhibit 10.3

AMENDMENT NO. 2 TO FIRST AMENDED AND RESTATED EMPLOYMENT AGREEMENT

AMENDMENT NO. 2 TO FIRST AMENDED AND RESTATED EMPLOYMENT AGREEMENT (the “Amendment”) is
dated and effective as of December 22, 2017, by and between Medallion Financial Corp. (the “Company”) and Alvin Murstein (the
“Executive”).

WHEREAS, the Company and the Executive are parties to that certain First Amended and Restated Employment Agreement,
dated May 29, 1998 (as amended, the “Existing Agreement”); and

WHEREAS, the Company and the Executive have agreed, subject to the terms and conditions of this Amendment, that the
Existing Agreement be amended to reflect certain agreed upon revisions to the terms of the Existing Agreement.

NOW THEREFORE, in consideration of the foregoing and for other good and valuable consideration and with the intention of
hereby being legally bound, the parties hereby agree as follows:

1. Defined Terms. Except as otherwise indicated herein, all words and terms defined in the Existing Agreement shall have the
same meanings when used herein.

2. Amendment. The following subsection Section 5.5 is hereby inserted at the end of Section 5 of the Existing Agreement:

“Any payments to be made under this Agreement upon the termination of the Executive’s employment with the Company will only be
made upon a “separation from service” within the meaning of Section 409A of the Internal Revenue Code (“Section 409A”), and any
such payments that may be excluded from Section 409A either as separation pay due to an involuntary “separation from service” or as
a short-term deferral will be excluded from Section 409A to the maximum extent possible. Notwithstanding any other provision of this
Agreement, if any payment provided to the Executive in connection with the termination of the Executive’s employment with the
Company is determined to constitute “nonqualified deferred compensation” within the meaning of Section 409A and the Executive is
determined to be a “specified employee” as defined in Section 409A(a)(2)(b)(i), then such payment will not be paid until the first
payroll date to occur following the later of (i) the six-month anniversary of the Date of Termination or (ii) the 18-month anniversary of
the date of this Amendment (the “Specified Employee Payment Date”). The aggregate of any payments that would otherwise have
been paid before the Specified Employee Payment Date will be paid to the Executive in a lump sum on the Specified Employee
Payment Date. For purposes of Section 409A, each installment payment provided under this Agreement will be treated as a separate
payment.”

3. Limited Effect. Except as expressly amended and modified by this Amendment, the Existing Agreement shall continue to be,
and shall remain, in full force and effect in accordance with its terms.

4. Governing Law. This Amendment shall be governed by and construed in accordance with the laws of the State of Delaware.

[Signature Page Follows.]



IN WITNESS WHEREQF, the parties hereto have executed this Amendment as of the day and year set forth above.

MEDALLION FINANCIAL CORP.

By: /s/Larry D. Hall

Name: Larry D. Hall

Title: Chief Financial Officer

ALVIN MURSTEIN

/s/Alvin Murstein



Exhibit 10.6

AMENDMENT NO. 2 TO FIRST AMENDED AND RESTATED EMPLOYMENT AGREEMENT

AMENDMENT NO. 2 TO FIRST AMENDED AND RESTATED EMPLOYMENT AGREEMENT (the “Amendment”) is
dated and effective as of December 22, 2017, by and between Medallion Financial Corp. (the “Company”) and Andrew Murstein (the
“Executive”).

WHEREAS, the Company and the Executive are parties to that certain First Amended and Restated Employment Agreement,
dated May 29, 1998 (as amended, the “Existing Agreement”); and

WHEREAS, the Company and the Executive have agreed, subject to the terms and conditions of this Amendment, that the
Existing Agreement be amended to reflect certain agreed upon revisions to the terms of the Existing Agreement.

NOW THEREFORE, in consideration of the foregoing and for other good and valuable consideration and with the intention of
hereby being legally bound, the parties hereby agree as follows:

1. Defined Terms. Except as otherwise indicated herein, all words and terms defined in the Existing Agreement shall have the
same meanings when used herein.

2. Amendment. The following subsection Section 5.5 is hereby inserted at the end of Section 5 of the Existing Agreement:

“Any payments to be made under this Agreement upon the termination of the Executive’s employment with the Company will only be
made upon a “separation from service” within the meaning of Section 409A of the Internal Revenue Code (“Section 409A”), and any
such payments that may be excluded from Section 409A either as separation pay due to an involuntary “separation from service” or as
a short-term deferral will be excluded from Section 409A to the maximum extent possible. Notwithstanding any other provision of this
Agreement, if any payment provided to the Executive in connection with the termination of the Executive’s employment with the
Company is determined to constitute “nonqualified deferred compensation” within the meaning of Section 409A and the Executive is
determined to be a “specified employee” as defined in Section 409A(a)(2)(b)(i), then such payment will not be paid until the first
payroll date to occur following the later of (i) the six-month anniversary of the Date of Termination or (ii) the 18-month anniversary of
the date of this Amendment (the “Specified Employee Payment Date”). The aggregate of any payments that would otherwise have
been paid before the Specified Employee Payment Date will be paid to the Executive in a lump sum on the Specified Employee
Payment Date. For purposes of Section 409A, each installment payment provided under this Agreement will be treated as a separate
payment.”

3. Limited Effect. Except as expressly amended and modified by this Amendment, the Existing Agreement shall continue to be,
and shall remain, in full force and effect in accordance with its terms.

4. Governing Law. This Amendment shall be governed by and construed in accordance with the laws of the State of Delaware.

[Signature Page Follows.]



IN WITNESS WHEREQF, the parties hereto have executed this Amendment as of the day and year set forth above.
MEDALLION FINANCIAL CORP.

By: /s/ Larry D. Hall
Name: Larry D. Hall

Title: Chief Financial Officer

ANDREW MURSTEIN

/s/ Andrew Murstein




Exhibit 10.8

Medallion Financial Corp.
437 Madison Avenue
New York, New York 10022

March 7, 2017
Larry D. Hall
Dear Larry:

On February 15,2017, the Compensation Committee of the Board of Directors (the “Board”) of Medallion Financial Corp. (the
“Company”’) approved management’s recommendation to provide you with the benefit described below.

In the event (a) of a Change in Control (as defined below) and you are not offered an equivalent position with the Company (in respect
of pay or responsibilities), or (b) you are terminated without Cause (as defined below), the Company shall promptly pay you a lump
sum equal to your total compensation for the prior fiscal year.

“Change in Control” shall be deemed to have taken place if (i) any “Person” (as such term is defined in Section 3(a)(9) of the
Securities Exchange Act of 1934 (the “Exchange Act”) and as used in Sections 13(d)(3) and 14(d)(2) of the Exchange Act) other than
Alvin Murstein or Andrew Murstein, or any of their affiliates, is or becomes a “beneficial owner” (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of securities of the Company representing 50% or more of the combined voting power of the
Company’s then outstanding securities eligible to vote for the election of the Board.

“Cause” shall mean the (i) defalcation, fraud or personal dishonesty in the performance of your duties hereunder, (ii) willful acts of
gross misconduct or gross negligence by you in the performance of your duties hereunder, (iii) an intentional breach of this Agreement
by you or any willful or intentional act by you that is materially injurious to the Company, (iv) substantial and continued failure by
you to perform his duties hereunder; provided that the Company’s economic performance or failure to meet any specific projection
shall not, in and of itself, constitute “Cause”, (v) willful failure by you to follow the lawful directions of the Board or its designee,

(vi) your illegal use of drugs (including narcotics) which is, or could reasonably be expected to become, materially injurious to the
reputation or business of the Company or which impairs, or could reasonably be expected to impair, the performance of your duties
hereunder, (vii) your conviction by a court of competent jurisdiction of, or pleading “guilty” or “no contest” to, (x) a felony, or (y) any
other criminal charge which has or could reasonably be expected to have a material adverse impact on the Company’s reputation and
standing in the community.

On behalf of the Medallion family, thank you for all of your hard work and dedication. Please sign and date this letter in the space
provided below.

Very truly yours,
/s/ Andrew Murstein
Andrew Murstein

President

Accepted and Agreed:

/s/ Larry D. Hall 3/8/17
Larry D. Hall Date



Exhibit 10.15

Non-Employee Director Compensation Summary Sheet

ANNUAL REEAINECY .......vviiieeiee e eee e eee e $ 39,655
Type of Meeting Amount Paid per Meeting
B0ard MEEHING .....c.ceveiiieiieiiiieeiieieieteiet ettt esb s b e s eseese e $ 3,965
SPECIAl MEEHING ....cvvevviieiieiieiieiieieieie ettt esa e bbb ebeeseeseees $ 3,965
Telephonic Board MEeting ..........c.ccevvevverieeieiieiieieieieniesiesieereeieeeeeenns $ 1,130
Compensation & Nominating Committee Meeting ............ccceeevenene. $ 1,700
Audit Committee MEEING ........ccveieiiriirrieriiiieiieieieiet e $ 3,400
Executive Committee MEEtiNG..........ceevievieurerieieieieieireereereeveeeneneennas $ 3,965
Additional Fee for Chairperson (except Audit).........ccceeeevreeriereennnne. $ 1,700
Additional Fee for Audit Committee Chairperson...........c.cccueeveeneenne. $ 2,265
Type of Meeting Amount Paid per Hour
Investment Oversight Committee - In Person Meeting....................... $ 1,000

Investment Oversight Committee - Telephonic Meeting...................... $ 750



EXHIBIT 12.1

Computation of Ratio of Debt to Equity

Year ended December 31,
Dollars in thousands 2017 2016 2015 2014 2013
| D 5] o SRR USRS $327,623 $ 349,073 § 404,540 §$ 348,795 $§ 314,958
BQUILY co vttt b bbbttt 287,159 286,096 278,088 274,670 273,495

DEDBE L0 EQUILY.....vovieeeetieieeetceeeee ettt 1.14 1.22 1.45 1.27 1.15



LIST OF SUBSIDIARIES OF MEDALLION FINANCIAL CORP.

EXHIBIT 21.1

Name Jurisdiction of Incorporation or Formation
Medallion Funding LLC ........cccooiiiiiiiiieeeeeeeeeee e, New York

Medallion Capital, INC. ..ccueereieiiiiieieeeeeee e, Minnesota

Freshstart Venture Capital Corp. ......coceveerieierienieiieceee e, New York

Medallion Bank...........ccoooiiiiiiiiiieceee e Utah

Taxi Medallion Loan Trust TIT.........ccooiiiiiniiiiiieeeeeee s Delaware

Medallion Servicing COTpP. .......ceeeieierieniereseeeseeeeeeteee e see e Delaware

Medallion Fine Art, INC....ccvveeiviiieieeie e, Delaware



Exhibit 23.1

Consent Of Independent Registered Public Accounting Firm

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (File Nos. 333-211788, 333-211790,
333-186533, 333-169926, and 333-136316) of our reports dated March 14, 2018 on (i) the consolidated financial statements of
Medallion Financial Corp. and subsidiaries as of December 31, 2017 and 2016 and for each of the three years in the three-year period
ended December 31, 2017 and on the selected financial ratios and other data for each of the five years in the five-year period ended
December 31, 2017, and the consolidated schedules of investments in and advances to affiliates as of and for the years ended
December 31, 2017 and 2016; (ii) the effectiveness of internal control over financial reporting as of December 31, 2017; (iii) the
financial statements of Medallion Bank as of December 31, 2017 and 2016 and for each of the three years in the three-year period
ended December 31, 2017; and (iv) the consolidated schedules of investments as of December 31, 2017 and 2016, all of which appear
in the Annual Report on Form 10-K of Medallion Financial Corp. for the year ended December 31, 2017.

New York, New York
March 14, 2018



Exhibit 31.1

CERTIFICATIONS
Certification of Alvin Murstein

I, Alvin Murstein, certify that:

1.
2.

I have reviewed this annual report on Form 10-K of Medallion Financial Corp.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this annual report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations, and cash flows of the registrant as of, and for, the periods
presented in this annual report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this annual report is being
prepared;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c¢)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d)  Disclosed in this report any change in registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize, and report financial
information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: March 14, 2018
By: /s/ Alvin Murstein

Alvin Murstein
Chairman and Chief Executive Officer



Exhibit 31.2
Certification of Larry D. Hall
I, Larry D. Hall, certify that:

1. Ihave reviewed this annual report on Form 10-K of Medallion Financial Corp.;

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations, and cash flows of the registrant as of, and for, the periods
presented in this annual report;

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this annual report is being
prepared,;

b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c¢)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d)  Disclosed in this report any change in registrant’s internal control over financial reporting that occurred during the
registrant’s most recent quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize, and report financial
information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: March 14, 2018
By: /s/ Larry D. Hall

Larry D. Hall
Senior Vice President and
Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 USC SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of Medallion Financial Corp. (the “Company”) for the year ended December 31,
2017 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certifies,
pursuant to 18 USC Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, based on my
knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of

the Company as of the dates and for the periods expressed in the Report.

By: /s/ Alvin Murstein
Chairman and
Chief Executive Officer

Date: March 14, 2018



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 USC SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of Medallion Financial Corp. (the “Company”) for the year ended December 31,
2017 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certifies,
pursuant to 18 USC Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, based on my
knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of

the Company as of the dates and for the periods expressed in the Report.

By: /s/ Larry D. Hall
Senior Vice President and

Chief Financial Officer

Date: March 14, 2018
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