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signed on its behalf by the undersigned, thereunto duly authorised.

Date: July 31, 2013 By: /s/ Ranganath Athreya
Name : Ranganath Athreya

Title   : General Manager -
Joint Company Secretary &
Head Compliance – Private
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Non Banking Subsidiaries
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S.R. BATLIBOI & CO. LLP 14th Floor, The Ruby
Chartered Accountants 29 Senapati Bapat Marg

Dadar (West)
Mumbai 400 028, India
Tel.: +91 22 6192 0000
Fax : +91 22 6192 1000

Auditor’s Report on Quarterly Financial Results of the Bank Pursuant to the Clause 41 of the Listing Agreement

To
Board of Directors of
ICICI Bank Limited

1.We have audited the quarterly financial results of ICICI Bank Limited for the quarter ended 30 June 2013, attached
herewith, being submitted by the Bank pursuant to the requirement of clause 41 of the Listing Agreement, except
for the disclosures regarding ‘Public Shareholding’ and ‘Promoter and Promoter Group Shareholding’ which have been
traced from disclosures made by the management and have not been audited by us. These quarterly financial results
have been prepared from interim condensed financial statements, which are the responsibility of the Bank’s
management and have been approved by the Board of Directors. Our responsibility is to express an opinion on these
condensed financial results based on our audit of such interim condensed financial statements, which have been
prepared in accordance with the recognition and measurement principles laid down in Accounting Standard (AS)
25, Interim Financial Reporting, issued pursuant to the Companies (Accounting Standards) Rules, 2006, (as
amended) as per Section 211(3C) of the Companies Act, 1956 and other accounting principles generally accepted in
India, as applicable to banks.

2.We conducted our audit in accordance with the auditing standards generally accepted in India. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the condensed financial
results are free of material misstatement(s). An audit includes examining, on a test basis, evidence supporting the
amounts disclosed as financial results. An audit also includes assessing the accounting principles used and
significant estimates made by management. We believe that our audit provides a reasonable basis for our opinion.

3.For the purpose of our audit as stated in paragraph 2 above, we did not audit the financial statements of Singapore,
Bahrain and Hong Kong branches, whose financial statements reflect total assets of Rs. 111,880.4 crores as at 30
June 2013, the total revenue of Rs. 1,222.7 crores for the quarter ended 30 June 2013 and net cash out flows
amounting to Rs. 2,209.5 crores for the quarter ended 30 June 2013. These financial statements have been audited
by other auditors, duly qualified to act as auditors in the country of incorporation of the said branches, whose reports
have been furnished to us, and our opinion is based solely on the report of other auditors.

4.In our opinion and to the best of our information and according to the explanations given to us these quarterly
financial results:

(i)have been presented in accordance with the requirements of clause 41 of the Listing Agreement in this regard; and
(ii)give a true and fair view of the net profit for the quarter ended 30 June 2013.

5.Further, read with paragraph 1 above, we also report that we have, on the basis of the books of account and other
records and information and explanations given to us by the management, also verified the number of shares as well
as percentage of shareholdings in respect of aggregate amount of public shareholdings, as furnished by the Bank  in
terms of clause 35 of the Listing Agreement and found the same to be correct.
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For S.R. Batliboi & Co. LLP
Chartered Accountants
ICAI Firm registration number: 301003E

/s/ Shrawan Jalan
per Shrawan Jalan
Partner
Membership No.: 102102
Place: Mumbai
Date: 31 July 2013

S.R. Batliboi & Co. (a partnership firm) converted into S.R. Batliboi & Co. LLP ( a Limited Liability Partnership with
LLP identity No. AAB - 4294) effective 1st April 2013

Regd. Office: 22, Camac Street, Block ‘C’, 3rd Floor, Kolkata 700016
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ICICI Bank Limited
Registered Office: Landmark, Race Course Circle, Vadodara - 390 007.

Corporate Office: ICICI Bank Towers, Bandra-Kurla Complex, Bandra (East), Mumbai - 400 051.
Web site: http://www.icicibank.com

UNCONSOLIDATED FINANCIAL RESULTS
(Rs. in crore)

Sr.
no. Particulars

Three months ended
Year
ended

June
30, 2013

March
31, 2013

June
30, 2012

March
31, 2013

(Audited) (Audited) (Audited) (Audited)

1.

Interest
earned
(a)+(b)+(c)+(d)10,420.68 10,365.33 9,545.65 40,075.60
a) Interest/discount

on
advances/bills7,195.64 6,970.69 6,455.83 27,341.11

b)Income
on
investments2,884.63 2,820.40 2,701.91 11,009.27

c) Interest
on
balances
with
Reserve
Bank
of
India
and
other
inter-bank
funds57.71 134.29 123.61 542.98

d)Others282.70 439.95 264.30 1,182.24

2.
Other
income2,484.29 2,208.19 1,879.92 8,345.70

3.

TOTAL
INCOME
(1)+(2)12,904.97 12,573.52 11,425.57 48,421.30

4.
Interest
expended6,600.21 6,562.11 6,352.71 26,209.19

5.

Operating
expenses
(e)+(f)2,490.60 2,407.29 2,123.53 9,012.88

e)
Employee
cost1,089.43 999.74 987.03 3,893.29

f)

Other
operating
expenses1,401.17 1,407.55 1,136.50 5,119.59
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6.

TOTAL
EXPENDITURE
(4)+(5)9,090.81 8,969.40 8,476.24 35,222.07
(excluding
provisions
and
contingencies)

7.

OPERATING
PROFIT
(3)–(6)3,814.16 3,604.12 2,949.33 13,199.23
(Profit
before
provisions
and
contingencies)

8.

Provisions
(other
than
tax)
and
contingencies593.18 460.02 465.87 1,802.54

9.
Exceptional
items.. .. .. ..

10.

PROFIT/(LOSS)
FROM
ORDINARY
ACTIVITIES
BEFORE
TAX
(7)–(8)–(9)3,220.98 3,144.10 2,483.46 11,396.69

11.

Tax
expense
(g)+(h)946.77 840.03 668.41 3,071.22

g)

Current
period
tax985.38 842.39 736.54 3,005.20

h)

Deferred
tax
adjustment(38.61 ) (2.36 ) (68.13 ) 66.02

12. NET
PROFIT/(LOSS)
FROM
ORDINARY
ACTIVITIES
AFTER
TAX
(10)–(11)

2,274.21 2,304.07
� annual base salary,

� bonus payments, which themselves consisted of two elements: (i) bonuses calculated under an executive incentive plan containing both objective and subjective performance targets, and (ii) cash bonuses determined at the discretion of our Board, paid out of a pool that was determined by reference to year-over-year growth in our net cash from operations, and

� long term incentive equity awards in the form of restricted stock units, or RSUs, that have a combination of time-based vesting and performance-based vesting terms.

- 13 -
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Base Salary

The annual base salary of each executive officer is based on the scope of his or her responsibility and accountability within the corporation, as well as on performance and experience criteria. In addition, the compensation committee considers the prior year�s base salary and the internal pay equity of each executive in determining base salary for the current year. The compensation committee makes decisions regarding base salary of executives on an annual basis, typically in February of each year when the committee determines the annual compensation plan. Salary levels are also considered upon promotion of an individual, a new hire, or a change in responsibility. The compensation committee recognizes that, to some degree, the determination of an executive officer�s base salary involves subjective considerations. The committee periodically consults Mercer, which utilizes surveys of broad-based and industry-specific compensation data, in order to confirm that each named executive officer�s previously established total target compensation falls near the market median for his position based upon broad-based survey data. The committee did not target specific compensation levels upon an established group of other companies.

During the first quarter of 2013, following a review of the Corporation�s financial performance during fiscal 2012, the committee decided to increase salaries of each of the named executive officers by 2.0% over the prior year, retroactive to January 1, 2013. In Mr. Latour�s case, the increase also reflects the commitment by the Corporation in his employment agreement to increase his annual salary by at least the annual percentage increase in the Consumer Price Index for the Corporation�s region. Base salaries for 2013 were set as follows:

Name 2013 Base Salary 2012 Base Salary Increase
Richard F. Latour $ 351,085 $ 344,201 2.0%
President and Chief Executive Officer
James R. Jackson, Jr. 238,406 233,730 2.0%
Senior Vice President and Chief Financial Officer
Stephen Constantino 152,977 149,977 2.0%
Vice President, Human Resources
Steven J. LaCreta 156,409 153,342 2.0%
Vice President, Legal and Vendor/Lessee Relations
Vartan Hagopian 204,000 200,000 2.0%
Vice President, Sales, TimePayment Corp.

Bonus Plans

A significant component of the named executive officers� total target compensation consists of bonus payments, which are intended to tie the executive officers� compensation closely to our performance and to provide executive officers with incentives to achieve our goals, increase stockholder value, and function as a team. For 2013, there were two components to the cash bonus plans. These components were (i) the executive incentive plan, under which awards were determined by reference to company-wide performance against established metrics with a target award set as a percentage of salary, and (ii) a discretionary cash flow bonus plan under which the executives could be awarded bonuses, in the discretion of the Board acting on the recommendation of the committee, subject to a cap determined as a percentage of year over year growth in our net cash flow from operations, as reflected on our cash flow statement. Payments were further capped based upon measurements relating to the Corporation�s net income and total dividends paid to stockholders, as described in more detail below.

Executive Incentive Plan. The compensation committee annually establishes specific goals and objectives for the senior executives to achieve during the year. These objectives are typically finalized in the first quarter of each year and communicated to the executive officers in such a way that the plans are easily understood by each member of the senior management team. These objectives are based primarily on total company performance, and have in most years had substantial common elements for each of the named executive officers, so as to foster a spirit of teamwork and cooperation among senior management in achieving common goals.

- 14 -
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For 2013, the amount of the bonus payment for each named executive officer was determined by reference to a matrix that evaluated performance on three objective company-wide financial tests � net income and growth in sales � and also on a subjective component that took into account personal achievement, progress on our strategic plan, earnings quality, product and vendor expansion, financing, productivity improvements and similar matters. The total potential award for these officers was weighted with 70% of the target award based on objective factors, and 30% based on the qualitative or subjective factors, except that 90% of Mr. Hagopian�s target award was determined by objective factors. Achievement of subjective measurements was determined by the committee after reviewing each qualitative goal at the end of the year and determining whether the goal had been met, not met, or exceeded, taking into account the assessment of the Chief Executive Officer.

With respect to both the objective and subjective components of the 2013 plan other than growth in sales metrics, awards would be made on a graduated basis between 70% and 80% overall achievement of the applicable goals, such that 5% of the targeted bonus amount would be payable for each percentage point above 70%, and the officer would receive 50% of the targeted bonus amount under the applicable component for achievement of 80% of the applicable goal for such component. The targeted bonus amounts would be paid in full at 100% achievement, and up to 120% of the target payment would be possible under the plan (at 120% achievement or above on all measurements). Achievement at levels between those thresholds would be prorated. For the metrics relating to growth in sales, executive officers would begin to earn bonuses starting at 25% of the target award, increasing in a straight line from 0% earned at 25% achievement to 90% earned at 90% achievement, and increasing in a straight line thereafter up to a maximum of 125%. The target payment was set as a percentage of each officer�s base salary. The committee retains the discretion to adjust awards on the basis of other factors it may consider appropriate at the time, including evaluation of management judgments about bad debts and related costs due to prior years� originations.

Bonuses are paid in cash up to 100% of the total target award. Any amounts payable above 100% of the target award (up to the maximum) are payable in RSUs. For purposes of determining the number of RSUs (if any) payable under the plan, the dollar amount by which the final bonus determination exceeded the target bonus would be divided by the higher of the market price per share of our Common Stock as of the determination date, or the book value per share on the last day of our fiscal year. Any RSUs issued under the bonus plan will vest ratably over a period of five years, in 25% annual increments beginning on the second anniversary of the grant.

The elements of the 2013 incentive plan are reflected in the following table.

Executive Officer
Net

Income
Growth

Metrics(1)
Subjective
Analysis

Target Bonus
(as percentage
of base salary)

Richard F. Latour 40% 30% 30% 100%
President and Chief Executive Officer
James R. Jackson, Jr. 40% 30% 30% 50%
Senior Vice President and Chief Financial Officer
Stephen Constantino 40% 30% 30% 20%
Vice President, Human Resources
Steven J. LaCreta 40% 30% 30% 30%
Vice President, Legal and Vendor/Lessee Relations
Vartan Hagopian 20% 70% 10% 80%
Vice President, Sales, TimePayment Corp.

(1) For officers other than Mr. Hagopian, growth metrics refer to targets relating to increases in total originations (from equipment vendors, independent sales organizations and brokers) over the prior year. For Mr. Hagopian, growth metrics refer to targets relating to increases in non-broker originations over the prior year.

- 15 -
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In the aggregate, the total achievement under the 2013 executive incentive plan for the named executive officers other than Mr. Hagopian resulted in an award of 63.1% of the target bonus amount. The total achievement for Mr. Hagopian resulted in an award of 27.8% of his target bonus amount. Because the awards were less than 100% of the target awards, the entire awards were paid in cash.

Discretionary Cash Flow Bonuses. The Board of Directors, acting on the recommendation of the committee, made discretionary bonus awards out of a pool limited to one percent (1%) of the growth in net cash from operations over the prior two years. Awards were made out of the pool to a small number of employees in addition to the named executive officers. For 2013, the total pool was $73,130, based on the growth in net cash from operations from $83,468,000 in 2011 to $90,781,000 in 2012. From this pool, payments were made in three quarterly installments to the named executive officers in the amounts reflected in the table below. Total bonuses made out of the pool during 2013 were $54,828, of which $49,344 in aggregate was paid to named executive officers. It is the committee�s expectation that, to the extent similar bonuses are made in the future, the pool will grow on a cumulative basis until it reflects a three year rolling total. In other words, payments during 2014 would be made (if they are made) out of a pool reflecting one percent of the growth in net cash from operations during 2012 and the growth in net cash from operations during 2013. Payments during 2015 and thereafter, if any, will be made from a pool reflecting growth (if any) in net cash from operations over each of the prior three years.

The committee believes that cash flow from operations represents a key measure of performance. It reflects the Corporation�s return on past leases made; it impacts the Corporation�s need to borrow to finance additional leases; it funds dividend payments to stockholders; and it supports the growth of the Corporation�s infrastructure. The bonus pool represents a cap on awards, however, and the committee�s determination to make awards under this program or a similar program, and the size of any awards to be made from any future bonus pool, both remain in its and the Board�s sole discretion.

The table below outlines, in dollar amounts, the total cash and equity awards under the 2013 plans for each of the named executive officers, all resulting from the various factors described above.

Executive Officer
Cash Payment under 2013
Executive Incentive Plan

Cash Payments under 2013
Discretionary Cash Flow Plan

Total Cash
Bonuses

Richard F. Latour $ 221,535 $ 16,448 $ 237,983
President and Chief Executive Officer
James R. Jackson, Jr. $ 75,217 $ 10,965 $ 86,182
Senior Vice President and Chief Financial Officer
Stephen Constantino $ 19,306 $ 8,224 $ 27,530
Vice President, Human Resources
Steven J. LaCreta $ 29,608 $ 8,224 $ 37,832
Vice President, Legal and Vendor/Lessee Relations
Vartan Hagopian $ 45,370 $ 5,483 $ 50,853
Vice President, Sales, TimePayment Corp.
Other Plan Limitations. The compensation committee imposed two additional limitations on potential payouts under the 2013 executive incentive plan: First, total bonus amounts payable to the named executive officers under the 2013 executive incentive plan could not exceed 8.0% of the Corporation�s net income for fiscal 2013. If the bonuses payable would otherwise exceed that limitation, the amounts payable would be reduced on a pro rata basis. Second, the total bonus amounts payable in cash under the 2013 executive incentive plan would not exceed 20% of total dividends paid to stockholders for the year. If the total cash amount payable under the plan would otherwise exceed this limitation, then the total award would not be reduced, but amounts above the dividend limit would be paid in RSUs rather than in cash, calculated in the same manner as other RSUs and described in more detail below. The final award determinations under the 2013 incentive plan were not affected by either of these limitations. Amounts payable as discretionary cash flow bonuses were not included in the calculation of these caps during 2013, but would not have caused total awards to exceed the relevant caps if they
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had been included. It is the committee�s intention to count 50% of any amounts awarded under the discretionary cash flow plan in 2014 toward these caps, and 100% of such amounts in subsequent years.

Long-Term Incentive Plan Equity Awards

We make two types of equity awards to our named executive officers under our long-term incentive plan. One award consists of restricted stock units (or RSUs) with a time-based vesting component, and a separate award consists of RSUs with a performance-based vesting condition measured over three years.

Time-Based RSU Award. In January 2013, our Board, acting upon the recommendation of the committee, approved the grant of long term equity incentive awards in the form of RSUs to the named executive officers. The grant was valued at 20% of each named executive officer�s annual salary, with the number of RSUs determined by dividing such dollar amount by the greater of the market price of the Common Stock on the grant date or the book value per share as of the end of fiscal 2012. These RSUs vest over five years, in 25% annual increments beginning on the second anniversary of the grant. Dividends will accumulate on the RSU awards and be payable only upon vesting. The grant date fair value of these RSU awards is reflected as compensation for 2013 under the summary compensation table below because they were made during fiscal 2013. Similar awards were made in January 2014, but are not reflected in the summary compensation table.

Three-Year Incentive Awards. Also in January 2013, a second RSU award was made that incorporated performance vesting measures based on growth in the Corporation�s cash flow from operations over a three year period ending in 2015. If the targeted growth in cash flow from operations is achieved for 2015, the awards will vest following the end of that year (although the committee reserves the discretion to modify the vesting terms to account for extraordinary events). These performance-based RSUs represented 20% of salary for our chief executive officer, 10% of salary for our chief financial officer, and 5% of salary for our other named executive officers. The committee believes that cash flow from operations represents a key measure of performance for the same reasons set forth above under the description of our discretionary bonuses. A similar long term equity award in the form of performance-based RSUs was made in January 2014, with vesting conditioned upon growth in cash flow from operations in fiscal 2016 compared to fiscal 2013. Amounts relating to the January 2014 RSU awards are not reflected in the summary compensation table below, since they were made after the end of 2013.

The total long-term incentive RSU grants awarded in January 2013 and in January 2014 (in each case as described above), were as follows:

Executive Officer Title

January 2013 RSUs January 2014 RSUs
Time-based

vesting
Performance-
based vesting

Time-based
vesting

Performance-
based vesting

Richard F. Latour President and Chief Executive Officer 9,118 9,118 7,898 7,898
James R. Jackson, Jr. Senior Vice President and Chief Financial Officer 6,192 3,096 5,363 2,682
Stephen Constantino Vice President, Human Resources 3,973 993 3,442 860
Steven J. LaCreta Vice President, Legal and Vendor/Lessee Relations 4,062 1,016 3,519 880
Vartan Hagopian Vice President, Sales, TimePayment Corp. 5,298 1,325 4,589 1,147
Stock Ownership Objectives and Guidelines

The Board has instituted a policy with respect to time-based vesting awards that will not permit more than 50% of the shares underlying any portion that has vested to be sold by the executive officer until the end of the full vesting period. In addition, the committee adopted additional stock ownership guidelines in 2009 that will require the named executive officers to hold and retain during their employment specified numbers of shares
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(excluding shares underlying options but including RSUs), approximating three times annual salary for the Chief Executive Officer, two times annual salary for the Chief Financial Officer, and one times annual salary for the other named executive officers, with a period of five years from the date of implementation or employment to achieve compliance. Members of the Board will be required to hold and retain shares representing three times the annual retainer. This policy will be fully implemented in 2014 for the officers and directors serving at the time the policy was adopted. With the exception of Mr. Hagopian, who joined TimePayment Corp. in December 2011 and who will be required to comply with this policy by December 2016, the Corporation believes that each of its directors and named executive officers is currently in compliance.

Repricings Prohibited

Our stock plans prohibit the amendment of outstanding stock options to reduce the exercise price, or the replacement of outstanding stock options with options having a lower exercise price, without shareholder approval.

Perquisites and Other Personal Benefits

The named executive officers are entitled to very few benefits that are not otherwise available to all of our employees. All of the named executive officers were eligible to participate in an executive disability insurance plan with the policy premiums paid by us. The total amount of the premiums we paid under this plan in 2013 was $17,005. We also match 50% of the first 6% of pay that is contributed to our tax-qualified 401(k) savings plan, up to regulatory limits, at the discretion of the compensation committee.

Summary Compensation Table

The following table sets forth the compensation of Mr. Latour, our Chief Executive Officer; Mr. Jackson, our Chief Financial Officer; Mr. Constantino, our Vice President, Human Resources; Mr. LaCreta, our Vice President, Legal and Vendor/Lessee Relations; and Mr. Hagopian, the Vice President of Sales of our wholly-owned subsidiary TimePayment Corp.

Name and Principal

Position Year
Salary

($)
Bonus

($)

Stock
Awards
($)(1)

Non-Equity
Incentive Plan
Compensation

($)

All
Other

Compensation
($)(2)

Total
($)

Richard F. Latour 2013 351,085 16,448 137,680 221,535 22,753 749,501
President and Chief Executive Officer 2012 344,201 �  127,604 345,000 17,131 833,936

James R. Jackson, Jr. 2013 238,406 10,965 70,119 75,217 9,994 404,701
Senior Vice President and Chief

Financial Officer

2012 233,730 �  66,779 117,000 8,159 425,668

Stephen Constantino 2013 152,977 8,224 37,494 19,305 9,595 227,595
Vice President, Human Resources 2012 149,977 �  35,706 30,000 3,605 219,288

Steven J. LaCreta 2013 156,409 8,224 38,336 29,608 3,184 235,761
Vice President, Legal and Vendor/

Lessee Relations

2012 153,342 �  36,505 47,000 2,064 238,911

Vartan Hagopian 2013 204,000 5,483 50,000 45,370 11,000 315,853
Vice President, Sales, TimePayment

Corp.

2012 200,000 �  �  140,000 6,000 346,000

(1) Represents the aggregate grant date fair value of RSU awards made during the applicable year computed in accordance with ASC Topic 718, based upon the market price of the underlying Common Stock at the grant date and assuming, in the case of RSU awards with performance based vesting provisions, that the performance condition will be fully satisfied at the end of the applicable measurement period.
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(2) Amounts shown in the table under �All Other Compensation� for 2013 reflect: for Mr. Latour, a 401(k) contribution from us of $7,650, payment of a disability insurance premium of $11,744, and payment of accrued dividends on RSUs vesting during the period of $3,359; for Mr. Jackson, a 401(k) contribution from us of $7,650 and payment of accrued dividends on RSUs vesting during the period of $2,344; for Mr. Constantino, a 401(k) contribution from us of $6,179, payment of a disability insurance premium of $1,912, and payment of accrued dividends on RSUs vesting during the period of $1,504; for Mr. LaCreta, a 401(k) contribution from us of $1,646 and payment of accrued dividends on vested RSUs of $1,538; and for Mr. Hagopian, a 401(k) contribution from us of $7,650 and payment of a disability insurance premium of $3,350.
In the table above, amounts reflected under the �Non-Equity Incentive Plan Compensation� column for each year reflect the cash amounts paid under that year�s incentive bonus plan during the first quarter of the succeeding year. Amounts under �Stock Awards� reflect the aggregate grant date fair value of RSU awards made during the applicable year, computed in accordance with ASC Topic 718. For 2013, this amount reflects (a) the grant date fair value of the January 2013 long term incentive grants in the form of RSUs with time-based vesting provisions, and (b) grant date fair value of the January 2013 long term incentive grants in the form of RSUs with performance-based vesting provisions, based upon the probable outcome of the vesting provisions as of the grant date. For 2012, this amount reflects (a) the grant date fair value of the January 2012 long term incentive grants in the form of RSUs with time-based vesting provisions, and (b) grant date fair value of the January 2012 long term incentive grants in the form of RSUs with performance-based vesting provisions, based upon the probable outcome of the vesting provisions as of the grant date. Not reflected in this table are the RSU awards valued at $5,000 (662 shares), $2,000 (265 shares), $500 (66 shares), and $1,000 (132 shares) for Messrs. Latour, Jackson, Constantino and LaCreta, respectively, payable under our final 2012 incentive plan and issued in January 2013 for corporate performance in excess of the targets for those named executive officers; the cash amounts paid under the plan up to 100% of the target awards are reflected under �Non-Equity Incentive Plan Compensation� for 2012, while the fair value of the stock portion of the award as of the grant date was zero based on its estimated probable outcome at the time. For a more detailed description of the 2013 incentive bonus plan and the long term incentive option grants, see �Compensation Overview�Compensation Program Design for 2013� above.
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Outstanding Equity Awards at Fiscal Year-End

Option Awards Stock Awards

Name

Number of
Securities

Underlying
Unexercised

Options
(#)

Exercisable

Number of
Securities

Underlying
Unexercised

Options
(#)

Unexercisable

Equity
Incentive

Plan
Awards:

Number of
Securities

Underlying
Unexercised

Unearned
Options (#)

Option
Exercise

Price
($)

Option
Expiration

Date

Number of
Shares or
Units of

Stock That
Have Not
Vested (#)

Market
Value of
Shares or
Units of

Stock That
Have Not
Vested ($)

Equity
Incentive

Plan
Awards:

Number of
Unearned
Shares,
Units or
Other
Rights

That Have
Not Vested

(#)

Equity
Incentive

Plan
Awards:

Market or
Payout

Value of
Unearned
Shares,
Units or
Other
Rights

That Have
Not Vested

($)
Richard F. Latour 20,272 �  �  $ 5.77 2/26/2017

68,724 �  �  $ 5.85 2/5/2018
74,535 24,845 �  $ 2.30 2/3/2019

6,438(1) $ 55,045
9,520(2) $ 81,396
9,667(3) $ 82,653
9,780(4) $ 83,619

9,667(5) $ 82,653
9,118(6) $ 77,959

James R. Jackson, Jr. 7,073 �  �  $ 5.77 2/26/2017
35,896 �  �  $ 5.85 2/5/2018
52,011 17,337 �  $ 2.30 2/3/2019

4,492(1) $ 38,407
6,643(2) $ 56,798
6,745(3) $ 57,670
6,457(4) $ 55,207

3,373(5) $ 28,839
3,096(6) $ 26,471

Stephen Constantino 1,815 �  �  $ 5.77 2/26/2017
17,843 �  �  $ 5.85 2/5/2018
33,374 11,124 �  $ 2.30 2/3/2019

2,882(1) $ 24,641
4,262(2) $ 36,440
4,328(3) $ 37,004
4,039(4) $ 34,533

1,082(5) $ 9,251
993(6) $ 8,490

Steven J. LaCreta 2,763 �  �  $ 5.77 2/26/2017
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19,919 �  �  $ 5.85 2/5/2018
34,123 11,374 �  $ 2.30 2/3/2019

2,947(1) $ 25,197
4,358(2) $ 37,261
4,425(3) $ 37,834
4,194(4) $ 35,859

1,106(5) $ 9,456
1,016(6) $ 8,687

Vartan Hagopian �  �  �  �  �  5,298(4) $ 45,298
1,325(6) $ 11,329

(1) Granted February 2010, with vesting in annual increments between February 2012 and February 2015.
(2) Granted February 2011, with vesting in annual increments between February 2013 and February 2016.
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(3) Granted January 2012, with vesting in annual increments between January 2014 and January 2017.
(4) Granted January 2013, with vesting in annual increments between January 2015 and January 2018. These awards represent grants made under the long-term equity awards program in addition to RSU awards of 662 shares (Mr. Latour), 265 shares (Mr. Jackson), 66 shares (Mr. Constantino) and 132 shares (Mr. LaCreta) for performance in excess of targets during 2012.
(5) Performance-based RSU�s granted January 2012 will vest upon achievement of cash flow targets for fiscal 2014.
(6) Performance-based RSU�s granted January 2013 will vest upon achievement of cash flow targets for fiscal 2015.
The table above reflects outstanding equity awards at December 31, 2013. It does not reflect the RSU grants made in January 2014.

Option Exercises and Stock Vested

None of our named executive officers exercised any options in 2013. The following table reflects restricted stock awards that vested during 2013:

Name

Number of Shares Acquired on
Vesting

(#)
Value Realized on Vesting

($)
Richard F. Latour 6,391 $ 47,933
James R. Jackson, Jr. 4,460 $ 33,450
Stephen Constantino 2,863 $ 21,473
Steven J. LaCreta 2,926 $ 21,945
Vartan Hagopian �  �  

Potential Payments Upon Termination or Change in Control

The table below sets forth the amount of payments that would be due to each named executive officer with whom we have a written employment agreement, in the event of his termination from employment for cause, without cause, upon disability or death, upon termination by the executive for good reason, termination by the executive without good reason, or in the event of a termination of employment in connection with a change in control. A more detailed summary of those agreements is provided below under the caption �Employment Agreements�.

The amounts shown in the table below assume that each executive was terminated on December 31, 2013, under the other assumptions indicated. The actual amounts to be paid to an executive can only be determined at the time of the termination or change in control.

An executive is entitled to receive amounts earned during his term of employment regardless of the manner in which he is terminated. These amounts include base salary, any amounts deferred under our bonus plans, unused vacation pay and any amounts that had previously been earned but deferred. These amounts are not shown in the table.
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In the table below, where an executive is entitled to acceleration of the vesting of unvested stock options or stock awards, amounts are reported as zero where the executive has no outstanding awards that are in the money. Certain amounts reported below as disability payments or continued health care benefits may be reduced to the extent that the executive receives disability benefits under our current plans or finds new employment which offers health care coverage, respectively.

Richard F.
Latour

James R.
Jackson, Jr.

Stephen
Constantino

Steven J.
LaCreta

By company without cause
Cash severance $ 1,231,318 $ 357,609 $ 229,466 $ 234,614
Prorated bonus 345,000 �  �  �  
Health care benefits 128,340 38,502 38,502 38,502
Disability premiums 69,865 �  �  �  
Total $ 1,774,523 $ 396,111 $ 267,968 $ 273,116
By company for cause
No payments N/A N/A N/A N/A
By executive with good reason Same as �By

company
without cause�

above.

N/A N/A N/A

By executive without good reason N/A N/A N/A N/A
Upon death
Twelve months salary $ 351,805

N/A N/A N/A
Pro rated bonus 221,535
Accelerated stock options 155,281
Accelerated restricted stock �  
Total $ 728,621
Upon disability
Salary $ 351,805 $ 357,609 $ 229,466 $ 234,614
Pro rated bonus 221,535 �  �  �  
Accelerated stock options 155,281 �  �  �  
Accelerated restricted stock �  �  �  �  
Total $ 728,621 $ 357,609 $ 229,466 $ 234,614
Termination without cause (or by executive with good reason) following change in control
Cash severance $ 1,231,318 $ 357,609 $ 229,466 $ 234,614
Prorated bonus 345,000 �  �  �  
Continued health care benefits 128,340 12,834 12,834 12,834
Disability premiums 69,865 �  �  �  
Total $ 1,774,523 $ 370,433 $ 242,300 $ 247,448
Termination for cause (or by executive without good reason) following change in control
No payments N/A N/A N/A N/A
Death during change in control period Same as �Upon

death� above.
Same as

�Termination
without cause

following
change in

control� above.

Same as
�Termination

without cause
following
change in

control� above.

Same as
�Termination

without cause
following
change in

control� above.
Disability during change in control period Same as �Upon

disability� above.
Same as

�Termination
without cause

Same as
�Termination

without cause

Same as
�Termination

without cause
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following
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control� above.
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All payments described in the table above would qualify for a tax �gross-up� in the event they would be subject to an excise tax as �excess parachute payments� under Section 280G of the Internal Revenue Code, in order to put the executive in the post-tax position he would be in if the tax had not applied.

In addition to the amounts that will become payable to Mr. Latour in the event he is terminated without cause, or in the event he terminates his employment for good reason, his employment contract provides that his equity awards will not be terminated, but will remain outstanding with the same expiration provisions that would pertain in the absence of his termination.

Mr. Hagopian, the Vice President of Sales for our subsidiary TimePayment Corporation, does not have a written employment agreement with us. However, in our offer letter to him in connection with his hiring, we agreed to pay him six months� severance in connection with a termination of his employment by us without �cause,� as defined in that letter. If he had been terminated without cause as of December 31, 2013, the severance payment to him would have been $102,000.

In the event of a change in control of the Corporation, regardless of whether an executive�s employment is terminated in connection with or following the change in control, certain stock options and equity awards that are not vested at the time of the change in control will accelerate and (in the case of options) become immediately exercisable for a period of 15 days prior to the scheduled date of the change in control, unless determined otherwise by the Compensation and Benefits Committee. To the extent they are not exercised, such options will terminate upon the change in control. If the options are assumed in writing by the successor company, or if the options are substituted with like options of the successor company, then these acceleration and termination provisions will not apply. At December 31, 2013, the aggregate intrinsic value of unvested in-the-money options held by the named executive officers (i.e., the difference between the exercise price and the market value of the Corporation�s Common Stock at that date) was $155,281 for Mr. Latour, $108,356 for Mr. Jackson, $69,525 for Mr. Constantino and $84,534 for Mr. LaCreta. Mr. Hagopian holds no stock options. Similarly, unvested RSU awards may be accelerated by the Compensation and Benefits Committee in connection with a change in control of the Corporation. At December 31, 2013, the market value of unvested RSU awards held by the named executive officers was $463,325 for Mr. Latour, $263,391 for Mr. Jackson, $150,360 for Mr. Constantino, $154,296 for Mr. LaCreta and $56,627 for Mr.  Hagopian.

Employment Agreements

Richard F. Latour. We have entered into an employment agreement with Mr. Latour, which was amended and restated in March 2004. The agreement provides for automatically renewing successive one-year terms in March of each year unless it is terminated with six months notice. In the event of a termination of Mr. Latour�s employment agreement by MicroFinancial without cause, or by Mr. Latour for specified good reason, the employment agreement provides for three years of severance payments to Mr. Latour on the basis of his highest base salary during the employment period. In addition, Mr. Latour would also be entitled to a prorated payment of his base salary to the date of termination, the acceleration of any deferred compensation, and a pro rated percentage of the annual bonus amount paid to him for the prior year. Furthermore, his outstanding options or other equity awards would remain outstanding, without termination as a result of the termination. The table above under �Potential Payments Upon Termination or Change in Control� reflects three years plus six months of salary to give effect to the six month notice requirement. Mr. Latour�s current base salary is $368,639.

If Mr. Latour�s employment is terminated by his death, his estate will receive his base salary at the rate in effect at the time of his death for a period of twelve months, and any accrued but unpaid amounts under the bonus program. In the event that his employment is terminated on account of a disability (meaning a mental or physical incapacity to perform his services for a period of six months), he would also receive his base salary for a period of twelve months, plus accrued and unpaid amounts under the bonus program. In the event of either his death or his disability, all unvested stock options or restricted stock awards would become vested. If, in connection with a payment under his employment agreement, Mr. Latour incurs any excise tax liability on the receipt of �excess parachute payments� as defined in Section 280G of the Internal Revenue Code of 1986, as
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amended, we would make gross-up payments to return him to the after-tax position he would have been in if no excise tax had been imposed. Except in cases where his employment is terminated for cause or by his death, Mr. Latour would be entitled to receive a continuation of health and disability benefits until the earlier of his death or his 65th birthday, but those amounts would be offset by any benefits provided by any new employer. As used in Mr. Latour�s employment agreement, �for good reason� means the assignment to him of duties inconsistent with his position, authority, duties or responsibilities; our failure to pay the agreed base salary and provide him with benefits; moving him to a location outside of the metropolitan Boston, Massachusetts area; and our failure to require a successor to assume all obligations under the employment agreement. In exchange for these payments, Mr. Latour has agreed not to compete in certain respects with us for two years following the termination of his employment.

Other Executives. We have also entered into separate employment agreements with Messrs. Jackson, Constantino and LaCreta, which are designed to provide an incentive to each executive to remain with us pending and following a �change in control�. Each employment agreement had an initial term of three years from May 2005, with an automatic renewal for a new three year period each one-year anniversary of the date of the agreement unless we give 60 days notice to the executive that the period will not be renewed. If a change in control occurs within that term, the agreement provides for an employment period of one year following the change in control, with automatic extensions upon the expiration of the initial one-year term for successive one-month periods. Pursuant to each employment agreement, the executive will be entitled to receive an annual base salary of not less than twelve times the highest monthly base salary paid or payable to the executive within the twelve months preceding the change in control, as well as participation in bonus, incentive and benefit plans generally no less favorable than those provided or available to the executive prior to the change in control. If the employment agreement is terminated by us other than for cause, death or disability, or is terminated by the executive for specified good reason, we will pay, in a lump sum, the executive the aggregate of the following amounts: (i) 150% of annual base salary; (ii) any other compensation or bonus previously deferred by the executive, together with any accrued interest or earnings on those amounts; and (iii) any accrued vacation pay. In addition, we would continue to provide health benefits to the executive and the executive�s family for at least six months and, if longer, until the next renewal date of the contract.

If the executive�s employment is terminated before a change in control, we are obligated to pay the amounts referenced above; however, payments of the executive�s annual base salary would be payable over eighteen months. In that case, the executive would also be entitled to a continuation of health benefits over the same period. If the employment is terminated because of the executive�s disability prior to a change in control, then we would pay the executive the salary amounts described above (including any previously deferred compensation and accrued vacation), less amounts that the executive would be entitled to receive under our disability benefit plans. Each of the executives has agreed not to become employed by a microticket leasing company that competes with us for the twelve months following any termination.

A �change in control� is defined more specifically in each of these agreements, but it generally means one of the following:

� the acquisition by any person, entity or group of beneficial ownership of 50% or more of our Common Stock or of the voting power entitled to vote in the election of our directors;

� members of our Board of Directors at the date of the agreements ceasing to make up the majority of the Board, except where the new members of the Board are approved by majority vote of the Board at the time;

� approval by our stockholders (or, if applicable, by a bankruptcy judge) of a merger, reorganization or consolidation, unless more than 60% of the Common Stock and voting power of the company resulting from the transaction continue to be owned by stockholders who were the owners of such stock before the transaction; or

� approval by our stockholders (or, if applicable, a bankruptcy judge) of a complete liquidation or dissolution of the company or the sale of all or substantially all of our assets.
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Each of the above named executive officers entered into amendments to their respective employment agreements with us in December 2008 in order to clarify the timing of certain of the payments that could be made under the agreements, for the purpose of complying with newly applicable requirements of Section 409A of the Internal Revenue Code. The Compensation and Benefits Committee did not consider these amendments to be material.

Each of Mr. Jackson and Mr. LaCreta entered into amended and restated employment agreements with us in February 2013 in order to bring the severance arrangements for Messrs. Jackson and LaCreta in line with the terms of the Corporation�s agreements with Messrs. Latour and Constantino. Prior to the amendments, Messrs. Jackson and LaCreta�s agreements had provided for severance amounts of 100% of their respective annual salary.

The Compensation and Benefits Committee believes that these employment agreements are in our best interests and in the best interests of our stockholders as they provide the executives with the proper incentives to ensure that they fully cooperate with any new ownership pending a change in control event. In addition, they promote the stability and continuity of the senior management team at other times. The committee reviews these agreements annually to ensure that they are appropriate and adequate for each of the executives covered.
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PROPOSAL 1

ELECTION OF DIRECTORS

The MicroFinancial Board currently consists of 6 persons. The MicroFinancial Board is divided into three classes, with each class serving staggered terms of three years, so that only one class is elected in any one year. Two directors are to be elected at the Special Meeting to serve until the 2017 annual meeting and until their successors are elected and have qualified. The nominees for this class of directors are Torrence C. Harder and Fritz von Mering. A director is elected by a plurality of votes of the shares of Common Stock present in person or represented by proxy and entitled to vote at the Special Meeting when there is a quorum. Each of the nominees for director is presently a director of MicroFinancial. Each has consented to being named a nominee in this proxy statement and has agreed to serve as a director if elected at the Special Meeting. In the event that the nominees are unable to serve, the persons named in the proxy have discretion to vote for other persons if those other persons are designated by the MicroFinancial Board. The MicroFinancial Board has no reason to believe that the nominees will be unavailable for election.

The paragraphs below set forth information as of the date of this proxy statement about each nominee and each director continuing in office. This information includes certain biographical information, such as the nominee�s or continuing director�s age, principal occupation, business experience in the past five years, and the names of other publicly held companies for which he serves as a director or has served as a director in the past five years. The paragraphs below also present information regarding each nominee�s and each continuing director�s current Board committee roles as well as the specific experience, qualifications, attributes and skills that led the MicroFinancial Board to conclude that he should serve as a director. In addition to the specific experience, qualifications, attributes and skills presented below, the Corporation also believes that each of the nominees and continuing directors has demonstrated the personal and professional integrity, good business judgment, adherence to high ethical standards, and commitment to service to the Corporation that are required of all directors of the Corporation.

THE MICROFINANCIAL BOARD RECOMMENDS

A VOTE �FOR� THE NOMINEES FOR ELECTION AS DIRECTORS.

Nominees for Director (Terms to Expire in 2017)

Torrence C. Harder, 70

Chairman, Credit Policy Committee; Audit Committee; Strategic Planning Committee

Mr. Harder has served as a Director of the Corporation since 1986, served as Chairman of the Credit Policy Committee since January 2005, and has been a member of the Audit Committee since 1997 and of the Strategic Planning Committee since March 2006. He has been the President and Director of Harder Management Company, Inc., a registered investment advisory firm, since its establishment in 1971. He has also been the President and Director of Entrepreneurial Ventures, Inc., a private equity investment firm, since its founding in 1986. Mr. Harder is a director of Command Credit Corporation, MindEdge, Inc. and Rentometer, Inc., each of which is a privately held company. Mr. Harder earned an M.B.A. from the Wharton School of the University of Pennsylvania, and a B.A. with honors from Cornell University.

The Board believes that Mr. Harder�s qualifications to serve on the Board include the experience he has gained from approximately twenty-five years of investing in computer and finance-related companies.

Fritz von Mering, 61

Non-executive Chairman of the Board; Chairman, Audit Committee; Compensation and Benefits Committee; Nominating and Corporate Governance Committee; Chairman, Strategic Planning Committee

Mr. von Mering has served as a Director of the Corporation and a member of the Audit Committee since 2004, Chairman of the Audit Committee since January 2005, and a member of the Compensation and Benefits
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Committee and the Nominating and Corporate Governance Committee since January 2005. Mr. von Mering is currently managing director of Miles River Management, a strategic planning and financial management consultancy. He was a member of the board of directors of Syniverse Holdings, Inc., from 2008 to 2011, and served on its audit and compensation committees. From 1989 to 2006, he held various roles at Boston Communications Group, Inc. (�Boston Communications�), a Boston-based provider of call processing to the global wireless industry, including Chief Operating Officer, Vice President of Corporate Development, and Chief Financial Officer, and served on the Board of Boston Communications through March 2007. Prior to joining Boston Communications, Mr. von Mering was the Chief Financial Officer of Massachusetts Gas & Electric from 1986 to 1989. Before joining Massachusetts Gas & Electric, Mr. von Mering was regional vice president and general manager for Metromedia�s paging division from 1980 to 1986. Prior to Metromedia, Mr. von Mering held various positions at Coopers & Lybrand, where he earned his C.P.A. Mr. von Mering earned his B.S. in Accounting from Boston College and an M.B.A. from Babson College.

The Board believes that Mr. von Mering�s qualifications to serve on the Board include his qualifications as a financial expert within the meaning of SEC regulations and the financial sophistication he has obtained through his previous experiences as a chief financial officer of a public company, his public accounting experience, and general accounting knowledge.

Continuing Directors

Terms Expiring in 2015

Brian E. Boyle, 66

Chairman, Compensation and Benefits Committee; Nominating and Corporate Governance Committee; Credit Policy Committee; Strategic Planning Committee

Dr. Boyle, the Chief Executive Officer of the Corporation from 1985 to 1987 and Chairman of the MicroFinancial Board from 1985 to 1995, has served as a Director of the Corporation or its predecessor since 1985. He has been a member of the Compensation Committee since 1997 (and its chairman since January 2010); a member of the Nominating and Corporate Governance Committee since January 2004 (and its chairman until January 2010); a member of the Credit Policy Committee since January 2005; and a member of the Strategic Planning Committee since March 2006. He was a member of the Corporation�s Audit Committee from 1997 until July 2013. He was the Vice Chairman and a Director of Boston Communications from 1995 through 2007. Prior to joining Boston Communications, Dr. Boyle was the Chairman and Chief Executive Officer of Credit Technologies, Inc., a Massachusetts-based provider of credit decision and customer acquisition software, from 1989 to 1993. Dr. Boyle is also a director of several private companies. Dr. Boyle earned his A.B. in Mathematics from Amherst College and a B.S. in Electrical Engineering and Computer Science, an M.S. in Operations Research, an E.E. in Electrical Engineering and Computer Science and a Ph.D. in Operations Research, all from the Massachusetts Institute of Technology.

The Board believes that Dr. Boyle�s qualifications to serve on the Board include his over three decades of experience in executive leadership of public and private financial and technology companies, including as the Corporation�s founding Chief Executive Officer and former Chairman.

Alan J. Zakon, 78

Chairman, Nominating and Corporate Governance Committee; Compensation and Benefits Committee; Strategic Planning Committee

Dr. Zakon has served as a Director of the Corporation since 1988. He has served on the Compensation and Benefits Committee since 1997 (and as its chairman from January 2005 through January 2010); on the Nominating and Corporate Governance Committee since January 2004 (and its chairman since January 2010); and on the Strategic Planning Committee since March 2006. Dr. Zakon served as Managing Director of Bankers
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Trust Corporation from 1989 through 1995 where he was Chairman of the Strategic Policy Committee. Dr. Zakon was a member of the board of directors of Arkansas Best Corporation, a nationwide commercial transportation and trucking company, from February 1993 through April 2011. Dr. Zakon holds a B.A. from Harvard University, an M.S. in Industrial Management from the Sloan School at the Massachusetts Institute of Technology and a Ph.D. in Economics and Finance from the University of California at Los Angeles.

The Board believes that Dr. Zakon�s qualifications to serve on the Board include his twenty years of management consulting experience as well as his past service as chief executive of the Boston Consulting Group and current and past membership on six public company Boards, as well as his extensive background in finance.

Terms Expiring in 2016

Peter R. Bleyleben, 61

Credit Policy Committee, Strategic Planning Committee, Audit Committee

Dr. Bleyleben served as non-executive Chairman of the Board of Directors of the Corporation from 2002 through 2012. He has served on the Credit Policy Committee since 2005, and on the Strategic Planning Committee since 2012 and on the Audit Committee since July 2013. He served as first President and later as Chairman, Chief Executive Officer and Director of the Corporation or its predecessor from 1987 until 2002. He also has served on the boards of various private companies, including Common Angels, a Massachusetts-based angel investment group. Before joining the Corporation, Dr. Bleyleben was Vice President and Director of the Boston Consulting Group, Inc. Dr. Bleyleben earned an M.B.A. with distinction and honors from the Harvard Business School, an M.B.A. and a Ph.D. in Business Administration and Economics, respectively, from the Vienna Business School in Vienna, Austria and a B.S. in Computer Science from the Vienna Institute of Technology.

The Board believes that Dr. Bleyleben�s qualifications to serve on the Board include his experience as the Corporation�s chief executive officer, from its early days through its initial public offering and beyond, which give him valuable insight and experience in the Corporation�s business, operations, industry and history. He also brings a first hand understanding of successful long-term business strategies from his experiences as chief executive officer, his membership on other boards of directors, and his work as a senior strategic business consultant.

Richard F. Latour, 60

Mr. Latour has served as President, Chief Executive Officer, Treasurer, Clerk and Secretary of the Corporation since October 2002. Prior to becoming Chief Executive Officer, he served as President, Chief Operating Officer, Chief Financial Officer, Treasurer, Clerk and Secretary, as well as a director of the Corporation, from February 2002. From 1995 to January 2002, he served as Executive Vice President, Chief Operating Officer, Chief Financial Officer, Treasurer, Clerk and Secretary of the Corporation. From 1986 to 1995, Mr. Latour served as Vice President of Finance and Chief Financial Officer. Prior to joining the Corporation, Mr. Latour was Vice President of Finance with Trak Incorporated, an international manufacturer and distributor of consumer goods, where he was responsible for all financial and operational functions. Mr. Latour earned a B.S. in accounting from Bentley College in Waltham, Massachusetts.

The Board believes that Mr. Latour�s qualifications to serve on the Board include his experience from more than two decades in senior positions at the Corporation, including over eight years as President, and his extensive knowledge of both the day to day operations of the Corporation and its strategic vision. The Board believes it is critical to have the insight of the Chief Executive Officer and President reflected in its strategic thinking.
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PROPOSAL 2

ADVISORY VOTE ON EXECUTIVE COMPENSATION

The Corporation is seeking the approval of its stockholders of an advisory resolution regarding the compensation of its named executive officers, as disclosed in this proxy statement under the section titled �Executive Compensation.� This is commonly referred to as a �say on pay� resolution. While this stockholder vote on executive compensation is only an advisory vote that is not binding on the Corporation or the Board of Directors, the Board values the opinions of its stockholders and will consider the outcome of the vote when making future compensation decisions. Following the 2013 annual meeting of stockholders, the Board of Directors determined to hold these say on pay votes annually. The frequency of say on pay votes will next be submitted to the stockholders for an advisory vote at or before the Corporation�s 2019 annual meeting.

The vote is not intended to address any specific item of compensation, but rather the overall compensation of the named executive officers and the policies and procedures described in this proxy statement.

As described more fully in the �Compensation Overview� section of this proxy statement, the primary objective of the Corporation�s executive compensation program is to attract, retain and reward executive officers who contribute to our long-term success. We believe this requires a competitive compensation structure as compared to companies of a similar size in the same or similar industries in the region. Additionally, the Compensation and Benefits Committee seeks to align a significant portion of executive officer compensation to the achievement of specified Company performance goals. Incentive cash bonuses are included to drive executive performance by having pay at risk so that a significant portion of potential annual cash compensation is tied to the Corporation�s growth in sales and net income. We also include equity grants with time-based vesting provisions in conjunction with additional equity grants with a three-year performance-based vesting component as a significant element of prospective executive compensation so that the value of a portion of an executive�s compensation is both dependent upon company-wide performance measures and tied directly to the performance of our Common Stock. This mix of performance-based cash incentives, performance-based equity grants and time-based equity grants is designed to align executive incentives with long-term stockholder interests while fostering retention of the Corporation�s executives and rewarding superior performance.

We urge stockholders to read the Compensation Overview section above, which describes in more detail how our executive compensation policies and procedures operate and are designed to achieve our compensation objectives, as well as the summary compensation table and the related compensation tables and narrative above which provide detailed information on the compensation of our named executive officers.

In light of the above, the Compensation and Benefits Committee and the Board of Directors believe that the policies and procedures articulated in the Executive Compensation section above are effective in achieving the Corporation�s goals and that the compensation of our named executive officers reported in this proxy statement has supported and contributed to our success.

Accordingly, the Board is asking for stockholder approval of the following resolution:

�RESOLVED, that the Corporation�s stockholders approve, on an advisory basis, the compensation of MicroFinancial Incorporated�s named executive officers as described in this proxy statement pursuant to the compensation disclosure rules of the Securities and Exchange Commission, including the �Compensation Overview,� the compensation tables and the related narrative disclosure in this proxy statement.�

Principal Effects of Approval or Non-Approval of the Proposal

The approval of the compensation of the named executive officers is non-binding on the Board of Directors. As stated above, although the vote is non-binding, the Board and the Compensation and Benefits Committee will review and consider the voting results when making future decisions regarding our executive compensation program.
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Vote Required

The non-binding approval of the compensation of the named executive officers by the stockholders requires the approval of a majority of the votes cast by the stockholders entitled to vote on this proposal at the Special Meeting. Abstentions, broker non-votes, and votes withheld will not be treated as votes cast for this purpose and will not affect the outcome of the election. Proxies solicited by the Board will be voted to approve the compensation of the named executive officers unless a stockholder has indicated otherwise in the proxy.

THE MICROFINANCIAL BOARD RECOMMENDS A VOTE �FOR� THE NON-BINDING,

ADVISORY PROPOSAL TO APPROVE THE EXECUTIVE COMPENSATION OF THE

CORPORATION�S NAMED EXECUTIVE OFFICERS, AS DISCLOSED IN THIS PROXY

STATEMENT.
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PROPOSAL 3

RATIFICATION OF THE SELECTION OF

MICROFINANCIAL�S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The selection of McGladrey LLP (�McGladrey�) to serve as independent auditors of MicroFinancial for the current fiscal year ending December 31, 2014, will be submitted to the stockholders of the Corporation for ratification at the Special Meeting. Although ratification is not legally required, the Corporation is submitting the appointment of McGladrey to stockholders as a matter of good corporate governance. If the ratification is not approved, then the Audit Committee of the Corporation�s Board of Directors will reconsider the appointment. Representatives of McGladrey will be present at the Special Meeting, will have the opportunity to make a statement if they so desire and will be available to answer appropriate questions.

The ratification of the selection of independent auditors requires the affirmative vote of a majority of the outstanding Common Stock, present in person or represented by proxy, and entitled to vote thereon at the Special Meeting when there is a quorum.

THE MICROFINANCIAL BOARD RECOMMENDS A VOTE �FOR� THIS PROPOSAL

WHICH IS IDENTIFIED AS PROPOSAL 3 ON THE ENCLOSED PROXY.

Fees to Independent Registered Public Accounting Firm for Fiscal 2013 and 2012

Audit Fees. The aggregate fees billed for professional services rendered for the audit of the Corporation�s annual financial statements for the fiscal year ended December 31, 2013 and for the reviews of the financial statements included in the Corporation�s Quarterly Reports on Form 10-Q for that fiscal year and for services provided in connection with statutory or regulatory filings or engagements were $260,295.

The aggregate fees billed for professional services rendered for the audit of the Corporation�s annual financial statements for the fiscal year ended December 31, 2012 and for the reviews of the financial statements included in the Corporation�s Quarterly Reports on Form 10-Q for that fiscal year and for services provided in connection with statutory or regulatory filings or engagements were $252,198.

Audit-Related Fees. The aggregate fees billed for assurance and related services reasonably related to employee benefit plan audits and not reported under the foregoing �Audit Fees� section rendered to the Corporation for the fiscal year ended December 31, 2013 were $19,170.

The aggregate fees billed for assurance and related services reasonably related to employee benefit plan audits and not reported under the foregoing �Audit Fees� section rendered to the Corporation for the fiscal year ended December 31, 2012 were $18,312.

Tax Fees. The aggregate fees billed for professional services rendered to the Corporation related to tax compliance, tax advice and tax planning for the fiscal year ended December 31, 2013 was $5,000, which includes review of the annual tax returns.

The aggregate fees billed for professional services rendered to the Corporation related to tax compliance, tax advice and tax planning for the fiscal year ended December 31, 2012 was $8,750, which includes review of the annual tax returns.

All Other Fees. There were no other fees billed by McGladrey for services rendered to the Corporation, other than the services described under �Audit Fees,� �Audit-Related Fees,� and �Tax Fees� for the fiscal years ended December 31, 2013 and December 31, 2012.
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Approval by Audit Committee

The charter of the Audit Committee requires that the Committee approve in advance any audit or permissible non-audit engagement or relationship between the Corporation and the independent auditors. The Committee has delegated to the Chairman of the Audit Committee the authority to approve in advance all audit-related or non-audit services to be provided by the independent auditor if presented to the full Committee at the next regularly scheduled meeting of the Audit Committee.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 (as amended, the �Exchange Act�) requires the Corporation�s directors and officers and persons who beneficially own more than ten percent (10%) of the Common Shares (each, a �Reporting Person�) to file reports of ownership and changes of ownership with the Securities and Exchange Commission. Copies of all filed reports are required to be furnished to the Corporation pursuant to Section 16(a) of the Exchange Act. On March 21, 2013, Austin Marxe and David Greenhouse, who together are beneficial owners of over 10% of our Common Stock, sold a total of 17,716 shares of our Common Stock; they filed a Form 4 to report these sales on March 26, 2013, one day late. Other than as described in the previous sentence, and based solely upon a review of Forms 3 and 4 and amendments thereto furnished to the Corporation pursuant to Rule 16a-3(e) of the Exchange Act during fiscal year ended December 31, 2013 and on written representations from Reporting Persons, the Corporation believes that each Reporting Person complied with all applicable filing requirements during its fiscal year ended December 31, 2013.

OTHER MATTERS

Management does not know of any matters which will be brought before the Special Meeting other than those specified in the Notice of Special Meeting of Stockholders. However, if any other matters properly come before the Special Meeting, the persons named in the form of proxy, or their substitutes, will vote on such matters in accordance with their best judgment.
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2015 STOCKHOLDER PROPOSALS

Proposals of stockholders to be included in the proxy statement and form of proxy for the Corporation�s 2015 annual meeting of stockholders must be received by December 12, 2014. Stockholders who wish to make a proposal at the aforementioned meeting of stockholders, other than one that will be included in the Corporation�s proxy materials, must notify the Corporation no later than January 11, 2015 of such a proposal. If a stockholder makes such a timely notification, the proxies solicited by the MicroFinancial Board will confer discretionary voting authority on the persons named as attorneys in the proxy and such persons may exercise discretionary voting authority under circumstances consistent with the rules of the Securities and Exchange Commission. If a stockholder who wishes to present a proposal fails to notify the Corporation by January 11, 2015, the stockholder shall not be entitled to present the proposal at the meeting. Notwithstanding the failure to timely notify the Corporation, if the proposal is brought before the meeting, then the proxies solicited by the MicroFinancial Board will confer discretionary voting authority on the persons named as attorneys in the proxy.

Proposals should be mailed to Richard F. Latour, Secretary of MicroFinancial, at 16 New England Executive Park, Suite 200, Burlington, Massachusetts 01803.

FINANCIAL STATEMENTS

The financial statements of the Corporation are contained in the Corporation�s Annual Report on Form 10-K for its fiscal year ended December 31, 2013 that was filed with the Securities and Exchange Commission on March 31, 2014, a copy of which is included with this proxy statement. Such report and the financial statements contained therein are not to be considered as a part of this soliciting material.

MISCELLANEOUS

All the expenses of preparing, assembling, printing and mailing the material used in the solicitation of proxies by the Board will be paid by the Corporation. In addition to the solicitation of proxies by use of the mails, officers and regular employees of the Corporation may solicit proxies on behalf of the Board by telephone, electronic communication or personal interview, the expenses of which will be borne by the Corporation. Arrangements may also be made with brokerage houses and other custodians, nominees and fiduciaries to forward soliciting materials to the beneficial owners of stock held of record by such persons at the expense of the Corporation.

Submitted by Order of the Board of Directors,

RICHARD F. LATOUR

Secretary

Burlington, Massachusetts

April 11, 2014
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SPECIAL MEETING OF STOCKHOLDERS IN LIEU OF ANNUAL MEETING OF

MICROFINANCIAL INCORPORATED

Thursday, May 8, 2014

GO GREEN

e-Consent makes it easy to go paperless. With e-Consent, you can quickly access your proxy material, statements and other eligible documents online, while reducing costs, clutter and paper waste. Enroll today via www.amstock.com to enjoy online access.

NOTICE OF INTERNET AVAILABILITY OF PROXY MATERIAL:

The Notice of Meeting, proxy statement and annual report to shareholders

are available at www.microfinancial.com/proxyinfo/

Please sign, date and mail

your proxy card in the

envelope provided as soon

as possible.

i  Please detach and mail in the envelope provided.  i

n     20230300000000001000  3 050814

THE BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� THE ELECTION OF DIRECTORS AND �FOR� PROPOSALS 2 AND 3.

PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE IN BLUE OR BLACK INK AS SHOWN HERE    x
FOR AGAINST ABSTAIN

1.   Election of the following directors for three-year terms. 2.    Advisory vote to approve the compensation of the Corporation�s executive officers. ¨ ¨ ¨

NOMINEES: FOR AGAINST ABSTAIN

¨

¨

¨

FOR ALL NOMINEES

WITHHOLD AUTHORITY

FOR ALL NOMINEES

FOR ALL EXCEPT

O     Torrence C. Harder

O     Fritz von Mering

3.    Ratification of the appointment by the Board of Directors of McGladrey LLP as independent registered public accounting firm of the Corporation for the year ending December 31,
2014. ¨ ¨ ¨
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(See instructions below)

THE BOARD OF DIRECTORS OF THE CORPORATION RECOMMENDS A VOTE FOR THE ELECTION OF THE NOMINEES FOR DIRECTOR FOR THREE-YEAR TERMS, FOR APPROVAL OF THE COMPENSATION OF THE CORPORATION�S EXECUTIVE OFFICERS, AND FOR THE RATIFICATION OF THE APPOINTMENT OF MCGLADREY LLP AS THE CORPORATION�S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR THE YEAR ENDING DECEMBER 31, 2014.

PLEASE MARK, DATE, SIGN AND MAIL THIS PROXY CARD IN THE ACCOMPANYING ENVELOPE. NO POSTAGE IS REQUIRED IF MAILED IN THE UNITED STATES.
INSTRUCTIONS: To withhold authority to vote for any individual nominee(s), mark �FOR ALL EXCEPT� and fill in the circle next to each nominee you wish to withhold, as shown here:   �

MARK HERE IF YOU PLAN TO ATTEND THE MEETING. ¨
To change the address on your account, please check the box at right and indicate your new address in the address space above. Please note that changes to the registered name(s) on the account may not be submitted via this method. ¨  

Signature of Stockholder    Date:    Signature of Stockholder    Date:  

n Note:      This proxy must be signed exactly as the name appears hereon. When shares are held jointly, each holder should sign. When signing as executor, administrator, attorney, trustee or guardian, please give full title as such. If the signer is a corporation, please sign full corporate name by duly authorized officer, giving full title as such. If signer is a partnership, please sign in partnership name by authorized person. n
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PROXY

MICROFINANCIAL INCORPORATED

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS OF THE CORPORATION

FOR THE SPECIAL MEETING OF STOCKHOLDERS IN LIEU OF ANNUAL MEETING

TO BE HELD ON MAY 8, 2014, OR ANY ADJOURNMENTS THEREOF.

THE SHARES REPRESENTED HEREBY WILL BE VOTED AS DIRECTED BY THEIR STOCKHOLDER(S).

The undersigned stockholder of MicroFinancial Incorporated (the �Corporation�) hereby appoints Fritz von Mering and Richard F. Latour (each a �Proxy Agent�), jointly and severally with full power of substitution to each as proxies for and on behalf of the undersigned, to attend the Special Meeting of Stockholders in Lieu of Annual Meeting of MicroFinancial Incorporated, to be held at Edwards Wildman Palmer LLP, 111 Huntington Avenue, Boston, Massachusetts on Thursday, May 8, 2014, at 10:00 A.M., or any adjournments thereof, and to vote as directed below all stock of the Corporation which the undersigned would be entitled to vote if personally present.

By acceptance, each Proxy Agent agrees that this Proxy will be voted in the manner directed by the stockholder giving this Proxy. If no direction is specified, the Proxy will be voted FOR the election of the nominees for Director for three-year terms, FOR approval of the compensation of MicroFinancial Incorporated�s executive officers, and FOR the ratification of the appointment of McGladrey LLP as the Corporation�s independent registered public accounting firm for the year ending December 31, 2014, each as set forth on the reverse. Discretionary authority is hereby conferred as to all other matters which may properly come before the meeting or any adjournments thereof. This Proxy, if properly executed and delivered, will revoke all other Proxies.

CONTINUED, AND TO BE SIGNED, ON REVERSE SIDE

¢ 14475  ¢
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