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GLADSTONE CAPITAL CORPORATION
1521 Westbranch Drive, Suite 200, McLean, Virgini22102

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON FEBRUARY 18, 2010

To the Stockholders of Gladstone Capital Corporatio

Notice Is Hereby Given that the Annual Miegbof Stockholders of Gladstone Capital Corporate Maryland corporation, will be held on Thursday
February 18, 2010 at 11:00 a.m. local time at th®hMcLean Tyson's Corner at 7920 Jones BrandhieDMcLean, Virginia 22102 for the following purpes:

@)
@)
(©)

4)

To elect three directors to hold office until tH&l3 Annual Meeting of Stockholders.
To approve a proposal to authorize us to issuesalidhares of our common stock at a price belomtieen current net asset value per share.

To ratify the Audit Committee of our Board of Ditecs' selection of PricewaterhouseCoopers LLP asnoiependent registered public accounting
firm for our fiscal year ending September 30, 2010.

To transact such other business as may properle d@fore the meeting or any adjournment or postpené thereof.

The foregoing items of business are moltg flescribed in the Proxy Statement accompanyting Notice.

The Board of Directors has fixed the closbusiness on Monday, December 7, 2009 as thedetzde for the determination of stockholders &dito notice
of and to vote at this Annual Meeting and at anpachment or postponement thereof.

Important Notice Regarding the Availability of Proxy Materials for the Stockholders' Meeting to
be held on Thursday, February 18, 2010 at 11:00 a.rtastern Standard Time at the
Hilton McLean Tyson's Corner at 7920 Jones Branch Bve, McLean, Virginia 22102:

The proxy statement and annual report to stockholdes are available at www.proxyvote.com.

By Order of the Board of Directo

/—;:\W

Terry L. Brubaker
Secretary

McLean, Virginia
December 18, 2009




ALL OF OUR STOCKHOLDERS ARE CORDIALLY INVITED TO AT TEND THE ANNUAL MEETING. WHETHER OR NOT YOU PLAN TO
ATTEND THE ANNUAL MEETING, YOU ARE URGED TO COMPLET E, DATE, SIGN AND RETURN THE ENCLOSED PROXY CARD AS
PROMPTLY AS POSSIBLE OR SUBMIT YOUR PROXY ELECTRONI CALLY VIA THE INTERNET, OR VOTE BY TELEPHONE AS
INSTRUCTED IN THESE MATERIALS. SUBMITTING YOUR PROX Y OR VOTING INSTRUCTIONS PROMPTLY WILL ASSIST US IN
REDUCING THE EXPENSES OF ADDITIONAL PROXY SOLICITAT ION, BUT IT WILL NOT AFFECT YOUR RIGHT TO VOTEIN P ERSON IF
YOU ATTEND THE ANNUAL MEETING (AND, IF YOU ARE NOT A STOCKHOLDER OF RECORD, YOU HAVE OBTAINED A LEGAL PROXY

FROM THE BANK, BROKER, TRUSTEE OR OTHER NOMINEE THA T HOLDS YOUR SHARES GIVING YOU THE RIGHT TO VOTETH E
SHARES IN PERSON AT THE ANNUAL MEETING).




GLADSTONE CAPITAL CORPORATION
1521 Westbranch Drive, Suite 200, McLean, Virgini22102

PROXY STATEMENT
FOR THE 2010 ANNUAL MEETING OF STOCKHOLDERS
To Be Held On February 18, 2010

QUESTIONS AND ANSWERS ABOUT THIS PROXY MATERIAL AND VOTING
Why am | receiving these materials?

We have sent you this proxy statement hacehclosed proxy card because the board of disefttte "Board of Directors" or the "Board") of @&one
Capital Corporation ("we," "us," or the "Companig)soliciting your proxy to vote at the 2010 Annieeting of Stockholders (sometimes referred teineas
"the meeting" or "the annual meeting"), includirdjeaurnments or postponements thereof, if any. Yfreuravited to attend the annual meeting to votéhen
proposals described in this proxy statement. Howexi do not need to attend the meeting to vote gbares. Instead, you may simply complete, sighraturn
the enclosed proxy card, or follow the instructite$ow to submit your proxy over the telephonehwotigh the internet.

We intend to mail these materials on onaliecember 18, 2009 to all stockholders of reeortitled to vote at the annual meeting.
How can | attend the annual meeting?

The meeting will be held on Thursday, Feloyul8, 2010, at 11:00 a.m. Eastern Standard TIEestern Time") at the Hilton McLean Tyson's Coraer920
Jones Branch Drive, McLean, Virginia 22102. Direns to the annual meeting may be found at www.gtexsapital.com. Information on how to vote in pers!
the annual meeting is discussed below.

Who can vote at the annual meeting?

Only stockholders of record at the closbudiness on December 7, 2009 (the "Record Datéthe entitled to vote at the annual meeting. tBa Record
Date, there were 21,087,574 shares of common sigistanding and entitled to vote.

Sockholder of Record: Shares Registered in Your Name

If on December 7, 2009, your shares wegestered directly in your name with our transfeeaig BNY Mellon Shareowner Services, then you are a
stockholder of record. As a stockholder of recgal) may vote in person at the meeting or vote loxyprWhether or not you plan to attend the meetimg urge
you to fill out and return the enclosed proxy cardiote by proxy over the telephone or throughitiernet, as instructed below, to ensure your i@t®unted.

Beneficial Owner: Shares Registered in the Name of a Broker or Bank

If on December 7, 2009 your shares werd,h®lt in your name, but rather in an accounttaiterage firm, bank, dealer, or other similar aigation, then
you are the beneficial owner of shares held ire&dtname” and these proxy materials are being foledato you by that organization. The organizatiofding
your account is considered to be the stockholdeeadrd for purposes of voting




at the annual meeting. As a beneficial owner, yaxetthe right to direct your broker or other agegarding how to vote the shares in your accouat afe also
invited to attend the annual meeting. However,esiymu are not the stockholder of record, you maynte your shares in person at the meeting uylessequest
and obtain a valid proxy from your broker or otagent.

What am | voting on?

There are three matters scheduled for e vot

. Election of three directors to serve until the 2@thual Meeting of Stockholders;
. Approval of a proposal to authorize us to issue seltishares of our common stock at a price belomtleen current net asset value per share; and
. Approval of a proposal to ratify the selection,tbg Audit Committee of our Board (the "Audit Comte&"), of PricewaterhouseCoopers LLP

("PwC") as our independent registered public actingriirm for our fiscal year ending September 2010.

We will hold a conference call to discuss the matte scheduled for a vote at this year's annual meeti on January 20, 2010, at 9:00 a.m. Eastern
Time. Stockholders will have an opportunity to askguestions regarding the proposals during the confence call. You may call (877) 407-8031
(international callers must dial (201) 689-8031) tenter the conference, and an operator will monitothe call and set a queue for the questions. The
conference call replay will be available two hoursfter the call and will be available through the d&e of the annual meeting, Thursday, February 18, 2.
To hear the replay, please dial (877) 660-6853 amde access code 286 and ID code 336729. The cdllalso be available via webcast at
www.investorcalendar.com. The webcast replay willlao be available through the date of the annual mé&ag. In the event of any changes in the scheduled
date and time of the call, we will issue a presslease, which will be available on our website at wimu.gladstonecapital.com.

How do | vote?

For each nominee to the Board of Directord for Proposals 2 and 3, you may vote "For" agdifist” or abstain from voting. The proceduresviating are a
follows:

Sockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you maje in person at the annual meeting, vote byytsing the enclosed proxy card, or vote by proxgrdhe
telephone or the internet. Whether or not you peattend the meeting, we urge you to vote by ptoxgnsure your vote is counted. You may stillradtéhe
meeting and vote in person, even if you have ajreated by proxy.

. To vote in person, we will give you a ballot whesuyarrive at the annual meeting.

. To vote using the enclosed proxy card, simply catgplsign, date, and return it promptly in the éope provided. To be counted, we must receive
your signed proxy card by 11:59 PM Eastern Timéebruary 17, 2010, the day prior to the annual imget

. To vote over the telephone, dial toll-free, 1-8@B-&903, using a touch-tone phone and follow tleended instructions. You will be asked to
provide the company number and control




number from the enclosed proxy card. To be countednust receive your vote by 11:59 PM Eastern Tam&ebruary 17, 2010, the day prior to
the annual meeting.

. To vote through the Internet, go to www.proxyvotencto complete an electronic proxy card. You wéldsked to provide the company number and
control number from the enclosed proxy card. Tedented, we must receive your vote by 11:59 PMdtastime on February 17, 2010, the day
prior to the annual meeting.

Beneficial Owner: Shares Registered in the Name of Broker or Bank

If you are a beneficial owner of sharesstged in the name of your broker, bank, or ottgant, you should have received a proxy card atidg/o
instructions with these proxy materials from thegamization, rather than from us. Simply completd eail the proxy card to ensure that your votepisnted.
Alternatively, you may vote by proxy over the telepe or the internet, as instructed by your brakdyank. To vote in person at the annual meeting,must
obtain a valid proxy from your broker, bank, orettagent. Follow the instructions from your brokebank included with these proxy materials, ortaotyour
broker or bank to request a proxy form.

We provide internet proxy voting to allow you to vde your shares online, with procedures designed &nsure the authenticity and correctness of your
proxy vote instructions. However, please be awaréat you must bear any costs associated with yourternet access, such as usage charges from internet
access providers and telephone companies.

How many votes do | have?
On each matter to be voted upon, you haeevote for each share of common stock you owned Becember 7, 2009.
What if | return a proxy card but do not make specfic choices?

If you return a signed and dated proxy cardtherwise vote by proxy without making anyimgtselections, your shares will be voted "For" ¢fection of al
three nominees for director and "For" Proposala@ 2 If any other matter is properly presentethatmeeting, your proxy holder (one of the indidttunamed o
your proxy card) will vote your shares using hisher best judgment.

Who is paying for this proxy solicitation?

Gladstone Capital Corporation will bear tlost of solicitation of proxies, including prepéoa, assembly, printing and mailing of this prostatement, the
proxy card and any additional information furnishedtockholders. Copies of solicitation materiai be furnished to banks, brokerage houses, fahies and
custodians holding in their names shares of oumeomstock beneficially owned by others to forwaydtich beneficial owners. We may reimburse persons
representing beneficial owners of our common sfockheir costs of forwarding solicitation matesdb such beneficial owners. Original solicitatafrproxies by
mail may be supplemented by telephone, telegrapemonal solicitation by directors, officers orethegular employees of Gladstone Management Catipor
our investment adviser (the "Adviser") or Gladstéwsministration, LLC, its wholly owned subsidiarthé "Administrator"). No additional compensatiorlveie
paid to directors, officers or other regular empley for such services. We have engaged Georgesofi@eorgeson”) to solicit proxies for the
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annual meeting. Georgeson will be paid a fee of@pmately $5,500, plus out-of-pocket expensestfobasic solicitation services, which include ewiof proxy
materials, dissemination of broker search cardsridution of proxy materials, solicitation of ADBrokers, banks and institutional holders, andveeyi of
executed proxies. The term of the agreement withr@sson will last for the period of the solicitatiand the agreement provides that we will indeynaifd hold
harmless Georgeson against any third party claéxcept in the case of Georgeson's gross negligamiogéentional misconduct.

What does it mean if | receive more than one set groxy materials?

If you receive more than one set of proxatenials, your shares may be registered in more dha name or in different accounts. Please fotlewoting
instructions on the proxy cards in the proxy maisrto ensure that all of your shares are voted.

Can | change my vote after submitting my proxy?

Yes. You can revoke your proxy at any timeéore the final vote at the meeting. If you are técord holder of your shares, you may revoke ooy in any
one of the following ways:

. You may submit another properly completed proxylaaith a later date specified thereon.

. You may vote by proxy over the Internet on a latate.

. You may vote by proxy over the telephone on a ldtee.

. You may send a timely written notice that you aeoking your proxy to Gladstone Capital Corporatddecretary at 1521 Westbranch Drive,
Suite 200, McLean, Virginia 22102.

. You may attend the annual meeting and vote in petdowever, simply attending the meeting withoutiv at the meeting will not revoke your
proxy.

Unless you attend the meeting and cast yoig while in attendance, the most current prexyl ©r telephone or internet proxy vote we recéiom you will
be your vote that we count at the annual meetingpur shares are held by your broker or bank msrainee or agent, you should follow the instrucsipnovided
by your broker or bank.

When are stockholder proposals due for next year'annual meeting?

To be considered for inclusion in the proxaterials for the 2011 Annual Meeting of Stockleot] you must submit your proposal in writing, aadh
proposal must be delivered to our Secretary (ahtitress set forth on the cover of this proxy stat#) not later than the close of business on Aub#is2010.

If you wish to submit a proposal that yaurtbt wish to be included in the proxy materialstfee 2011 Annual Meeting of Stockholders, you naugimit youi
proposal in writing, and such proposal must beveedid to our Secretary not later than the clodausiness on December 21, 2010, nor earlier thaoltise of
business on November 21, 2010.

You are also advised to review our BylawBich contain additional requirements about advaratee of stockholder proposals and director natiams.
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How are votes counted?

Votes will be counted by representativeswftabulator for the annual meeting, Broadridgefcial Solutions, Inc., who will separately cotifor" and
"Against” votes, in addition to abstentions andkeronon-votes. The effects of abstentions and bro&e-votes on each proposal are described belasrthe
question "How many votes are needed to approve gagosal?" We expect that our chief financiala#fi Gresford Gray, will be appointed as the inspeaf
election.

What are "broker non-votes?"

Broker nonrotes occur when a beneficial owner of shares ineldtreet name" does not give instructions tolifaker or nominee holding the shares as to
to vote on matters deemed "non-routine." Gener#lBhares are held in street name, the benefigiaer of the shares is entitled to give votingrimstions to the
broker or nominee holding the shares. If the berdfowner does not provide voting instructiong broker or nominee can still vote the shares vetipect to
matters that are considered to be "routine," btiwith respect to "non-routine" matters. Under thies and interpretations of the New York Stock limge
("NYSE"), "non-routine" matters are generally thaseolving a contest or a matter that may subsadigtaffect the rights or privileges of stockholdesuch as
mergers or stockholder proposals. Under recent NMfBEchanges, the election of directors is alssnusd a "non-routine” matter.

How many votes are needed to approve each proposal?
Vote Required

Proposal 1—Election of Directors. The affirmative vote of a majority of the voiesst at the annual meeting is required to elezt eaminee as a director.
Stockholders may not cumulate their votes. If yotevabstain with respect to a nominee, your shaileaot be voted with respect to such nominee.k&ronon-
votes and abstentions will not be counted as weassfor this proposal.

Proposal 2—Approval of a proposal to autiz® us to issue and sell shares of our common statck price below our then current net asset vajer
share. The affirmative vote of each of the followirgrequired to approve this proposal: (1) a majaftgur outstanding voting securities; and (2) gamity of
our outstanding voting securities that are not hgidffiliated persons of the Company. For purpafehis proposal, the Investment Company Act ofd&he
"1940 Act") defines a majority of the outstandirging securities as the vote of the lesser of6{% or more of the voting securities of the Compgaresent at tF
annual meeting, if the holders of more than 50%hefoutstanding voting securities of the Compamypaiesent or represented by proxy; or (2) more B4 of
the outstanding voting securities of the ComparmachEabstention and broker non-vote will have tifiectf a vote against this proposal.

Proposal 3—Ratification of our independerdgistered public accounting firm. The affirmative vote of the majority of the estcast at the annual meeting
is required to ratify the Audit Committee's selentdf PwC as our independent registered publicautig firm for the fiscal year ending Septembey 2010.
Abstentions will not be counted as votes castHi proposal.




What is the quorum requirement?

A quorum of stockholders is necessary tid laovalid meeting. A quorum will be present if ajority of our outstanding shares of common staek a
represented by stockholders present at the meetibg proxy. On the Record Date, there were 2158V shares outstanding and entitled to vote. Thus,
10,543,788 shares must be represented by stockbqitesent at the meeting or by proxy to have awquo

Your shares will be counted towards thergmoonly if you submit a valid proxy (or one is suitted on your behalf by your broker, bank or otheminee) o
if you attend the meeting in person. Abstentiorns larmker non-votes will be counted toward the guorequirement. If there is no quorum, a majoritytaf votes
present may adjourn the meeting to another date.

How can | find out the results of the voting at theannual meeting?

Preliminary voting results will be annoudcs the annual meeting. Final voting results bdlpublished in our quarterly report on Form 10eQthe second
quarter of fiscal year 2010.

What proxy materials are available on the internet?
The letter to stockholders, proxy statemEotm 10-K and annual report to stockholders aeglable at www.proxyvote.com.
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PROPOSAL 1
ELECTION OF DIRECTORS

Our Board of Directors is divided into threlasses. Each class consists of, as nearly abj{s®ne-third of the total number of directonsl@ach class has a
three-year term. Vacancies on the Board which obetween annual meetings may be filled only by messlected by a majority of the remaining direstéy
director elected by the Board to fill a vacancwinlass, including any vacancies created by amraser in the number of directors, shall serve ferémainder of
the full term of that class and until the direc@uccessor is elected and qualified.

Our Board of Directors presently has terminers. There are three directors in the class wtesseof office expires in 2010. Each of the nomeimésted
below is currently a director of ours who was poexaly elected by the stockholders. If elected atahnual meeting, each nominee would serve uati2@13
Annual Meeting of Stockholders and until his suscess elected and has qualified, or, if sooneti) tirs death, resignation or removal. It is outippto
encourage directors and director nominees to attemdnnual meeting. Two of our directors atteritiecd?009 Annual Meeting of Stockholders.

Directors are elected by a majority of fiotes cast at the annual meeting. Unless you ditbetrwise through your proxy voting instructiotie persons
named as proxies will vote shares represented by gxecuted proxy "For" the election of each ofttiree nominees named below. If any nominee becomes
unavailable for election as a result of an unexgotccurrence, your shares will be voted for tleeten of a substitute nominee proposed by our gamant.
Each person nominated for election has agreede #eelected. Our management has no reason teMedthat any nominee will be unable to serve.

Set forth below is biographical informatifam each person nominated, each person whoseakoffice as a director will continue after the aahmeeting,
and each executive officer who is not a director.




Nominees for a Three-Year Term Expiring at the 2013nnual Meeting

Term of Principal Other
Position(s) Office and Occupation(s) Directorships
Held With Length of During the Past Held by
Name, Address, Ag Company Term Served Five Years Director
Disinterested Directors
Paul Adelgren (66 Director Term expires a Pastor of Missionar Gladstone
Gladstone Capital 2010 Annual Meetin¢  Alliance Church since 1997. Commercial Corporation;
Corporation Director since 2003. Gladstone Investment
1521 Westbranch Dri Corporation
Suite 200
McLean, Virginia
22102
John H. Outland (64 Director Term expires a Private investor since 200 Gladstone

Gladstone Capital
Corporation
1521 Westbranch Dri

Suite 200
McLean, Virginia
22102

Interested Director

David Gladstone (67)
Gladstone Capital
Corporation
1521 Westbranch Dri

Suite 200
McLean, Virginia
22102

Chairman of the
Board and Chief
Executive Officer

2010 Annual Meeting
Director since 2003.

Term expires a
2010 Annual Meeting
Director since 2001.

Vice President of Genworth Financial, Inc. from 206 2006. Managing Director of 1789 Capital

Advisers, a financial consulting company, from 2@62004.

Founder, Chief Executiv

Officer and Chairman of the Board since our inaaptn 2001, of Gladstone Investment Corporatioces|
its inception in 2005, and of Gladstone Commer€iatporation since its inception in 2003. Foundérie€

Executive Officer and Chairman of the Board of Adwviser.

Commercial Corporation;
Gladstone Investment
Corporation

Gladstone

Commercial Corporation;
Gladstone Investment
Corporation




Directors Continuing in Office Until the 2011 Annud Meeting

Term of Principal Other
Position(s) Office and Occupation(s) Directorships
Held With Length of During the Past Held by
Name, Address, Ag Company Term Served Five Years Director
Disinterested
Directors
Michela A. English (59 Director Term expires & Director, President ar Gladstone
Gladstone Capital 2011 Annual Chief Executive Officer of Fight for Children nan-profit charitable organization focused on pdawy high-quality =~ Commercial
Corporation Meeting. education and health care services to undersemeith yn Washington, DC. Director of the D.C. PulHiducation Corporation; Gladstone

1521 Westbranch
Drive

Suite 200
McLean, Virginia
22102

Anthony W. Parker (6¢ Director
Gladstone Capital
Corporation
1521 Westbranch
Drive
Suite 200
McLean, Virginia
22102

Director since
2002.

Term expires @
2011 Annual
Meeting.
Director since
2001.

Fund, a non-profit charitable organization. Presid# Discovery Consumer Products, the retail, ghihg and
licensing arm of Discovery Communications, Indeading global real-world media and entertainmemgany,
from 1996 to 2004.

Founder and Chairman
the Board of Parker Tide Corp. (formerly known aglEProfessional Corp.) since 1997.

Investment Corporatic

Gladstone

Commercial
Corporation; Gladstone
Investment Corporatic



Term of Principal Other
Position(s) Office and Occupation(s) Directorships
Held With Length of During the Past Held by
Name, Address, Ag Company Term Served Five Years Director
Interested Director
George Stelljes Il (48) Director, Term expires  President and Chief Gladstone
* at
Gladstone Capital Presidentand 2011 Annual Investment Officer of the Company since 2004.evzhairman of Gladstone Investment Corporationes2@08, President of Commercial

Corporation

1521 Westbranch
Drive

Suite 200
McLean, Virginia
22102

Chief
Investment
Officer

Meeting.
Director since
2003.

Gladstone Investment Corporation from 2005 to 2@08, Chief Investment Officer of Gladstone Invesitr@orporation since its Corporation;
inception in 2005. President of Gladstone Commeéf@iaporation since July 2007, and Executive VicesRlent of Gladstone Gladstone
Commercial Corporation from inception through J2@807. Chief Investment Officer of Gladstone Comri@r€Corporation since Investment
inception in 2003. President, Chief Investment €fffiand a director of our Adviser. Director of bpiid Capital Management, Ir  Corporation
since 2003, and general partner and investment étteenmember of Patriot Capital since 2002.
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Directors Continuing in Office Until the 2012 Annud Meeting

Term of Principal Other
Position(s) Office and Occupation(s) Directorships
Held With Length of During the Past Held by
Name, Address, Ag Company Term Served Five Years Director
Disinterested Directors
Maurice W. Coulon (67 Director Term expires a Private investor ir Gladstone
Gladstone Capital 2012 Annual real estate since 2000. Commercial Corporation;
Corporation Meeting. Gladstone Investment
1521 Westbranch Director since Corporation
Drive 2003.
Suite 200
McLean, Virginia
22102
Gerard Mead (65 Director Term expires a Chairman and founde Gladstone

Gladstone Capital
Corporation
1521 Westbranch
Drive
Suite 200
McLean, Virginia
22102

Interested Directors

Terry Lee Brubaker (6€
*

Gladstone Capital
Corporation

1521 Westbranch
Drive

Suite 200
McLean, Virginia
22102

David A.R. Dullum (61)
*

Gladstone Capital
Corporation

1521 Westbranch
Drive

Suite 200
McLean, Virginia
22102

Vice Chairman,
Chief Operating

Officer and
Secretary

Director

2012 Annual
Meeting.
Director since
2005.

Term expires at

2012 Annual
Meeting. Director
since 2001.

Term expires at

2012 Annual
Meeting. Director
since 2001.

of Gerard Mead Capital Management since 2003. Maftus positions with Bethlehem Steel Corporation,
including Director of Investment Research, Pendiarst Chairman and Fund Manager, from 1966 to 2003.

Vice Chairman and
Chief Operating Officer of the Company since 208fGladstone Commercial Corporation since 2004, and
Gladstone Investment Corporation since 2005. Peesiand Chief Operating Officer of the Company fr2891 to

2004, and of Gladstone Commercial Corporation f&83 to 2004. Vice Chairman, Chief Operating Offiard &
Director of our Adviser.

Senior Managing

Director of our Adviser since February 2008. ®eras Partner of New England Partners, a ventynieat&irm,
from 1995 through mid-2009.
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Commercial Corporation;
Gladstone Investment
Corporation

Gladstone

Commercial Corporation;
Gladstone Investment
Corporation

Gladstone

Commercial Corporation;
Gladstone Investment
Corporation




Executive Officers Who Are Not Directors

Term of Principal
Office and Occupation(s)
Position(s) Held Length of During the Past
Name, Address, Ag With Company Term Served Five Years
Gresford Gray (36 Chief Financia Executive Officel Chief Financial Officer since 200
Gladstone Capital Corporation Officer since 2008. Director of Financial Reporting and Analysis foridx
1521 Westbranch Drive Science and Technology, Inc. from July 2006 to Marc
Suite 200 2008. May 2002 to June 2006, employed by Alliedebest
McLean, Virginia 22102 Group, Inc., where he held various positions, idirig

Corporate Controller and Corporate Secret

Gary Gerson (4t Treasure Executive Officel Treasurer since 2006. Treasure|
Gladstone Capital Corporation since 2006. Gladstone Investment Corporatidag&one Commercial
1521 Westbranch Drive Corporation, and our Adviser since 2006. Assistdoe
Suite 200 President of Finance at the Bozzuto Group, a rate
McLean, Virginia 22102 developer, manager and owner, from 2004-2006. Birec

Finance, at PG&E National Energy Group from 2-2004.

* Messrs. Gladstone, Brubaker, Stelljes and Dullueniterested persons of Gladstone Capital Corgoratiithin the meaning of the 1940 Act, due to thpeisitions as our officers or as officers of our
Adviser, or both

THE BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDERS VOTE IN FAVOR
OF EACH NAMED NOMINEE FOR DIRECTOR.

INFORMATION REGARDING THE BOARD OF DIRECTORS AND CO RPORATE GOVERNANCE
Director Independence

As required under the NASDAQ Stock MarkR&ASDAQ") listing standards, our Board of Direct@snually determines each director's independemae,
continually assesses the independence of eacle afirxctors throughout the year. The NASDAQ listitgndards provide that a director of a businessldpment
company is considered to be independent if he @ishot an “interested person" of ours, as definé&kction 2(a)(19) of the 1940 Act. Section 2(8)(of the
1940 Act defines an "interested person” to incladeong other things, any person who has, or withénast two years had, a material business oepsafnal
relationship with us.

Consistent with these considerations, aéteiew of all relevant transactions or relatiopsiibetween each director, or any of his or herlfamembers, and
us, our senior management and our independenbasidihe Board has affirmatively determined thatftillowing six directors are independent directoithin the
meaning of the applicable NASDAQ listing standatdsssrs. Adelgren, Coulon, Mead, Outland, ParkerMa. English. In making this determination, theaBb
found that none of the independent directors aratiar nominees had a material or other disquabifyelationship with us. Mr. Gladstone, the Chairroé&our
Board of Directors and Chief
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Executive Officer, Mr. Brubaker, our Vice Chairmahief Operating Officer and Secretary, Mr. Stalljeur President and Chief Investment Officer, and
Mr. Dullum, a Senior Managing Director of our Adeis are not independent directors by virtue ofrtpesitions as officers of the Company or our Advisr their
employment by our Adviser.

The Board of Directors met four times dgrthe last fiscal year. Each director attended #8%ore of the aggregate of the meetings of therdBaad of the
committees on which he or she served that weredheidg the period for which he or she was a dreot committee member.

As required under applicable NASDAQ lististgndards, which require regularly scheduled mgetof independent directors, our independent wirsenet
four times during fiscal 2009 in regularly schedléxecutive sessions at which only independenttirs were present.

Information Regarding Committees of the Board of Diectors

Our Board of Directors has four committesas:Audit Committee, a Compensation Committee, acktive Committee and an Ethics, Nominating and
Corporate Governance Committee. The following taiblews the current composition of each of the caers of our Board of Directors:

Ethics, Nominating and
Name Audit Compensation Executive Corporate Governance

Paul W. Adelgren** *X
Terry Lee Brubake X

Maurice W. Coulor *X X
Michela A. Englisk X

David Gladstont *X

Gerard Meac X X

John H. Outlant X

Anthony W. Parke *X X

* Committee Chairperson

b Lead Independent Director

Below is a description of each committe@wf Board of Directors. All committees other tttha Executive Committee have the authority to erdagal
counsel or other experts or consultants, as thegndgppropriate to carry out their responsibilitiise Board of Directors has determined that eacimipee of each
committee meets the applicable NASDAQ rules andlegipns regarding "independence" and that eachbeeis free of any relationship that would integferith
his or her individual exercise of independent judginwith regard to us (other than with respechtExecutive Committee, for which there are noiapple
independence requirements).
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The Audit Committee

The Audit Committee oversees our corpoaatounting and financial reporting process. Fas ghirpose, the Audit Committee performs severattians.
The Audit Committee evaluates the performance dfassesses the qualifications of the independgitteeed public accounting firms; determines angreypes
the engagement of the independent registered pabticunting firms; determines whether to retaiteominate the existing independent registered publi
accounting firm or to appoint and engage a newpeddent registered public accounting firm; reviemd approves the retention of the independenttezgis
public accounting firm to perform any proposed piegilble non-audit services; monitors the rotatibpartners of the independent registered publioacting
firm on our audit engagement team as required Wy danfers with management and the independenstezgid public accounting firm regarding the effemtiess
of internal controls over financial reporting; ddtshes procedures, as required under applicablefta the receipt, retention and treatment of ctaimps received
by us regarding accounting, internal accountingrode or auditing matters and the confidential andnymous submission by employees of concernsdiggar
questionable accounting or auditing matters; andts® review our annual audited financial statemand quarterly financial statements with managéraed
the independent registered public accounting fimtuding reviewing our disclosures under "ManagetiseDiscussion and Analysis of Financial Conditaord
Results of Operations." During fiscal 2009, the A@bmmittee was comprised of Messrs. Parker (@heir) and Mead and Ms. English. Messrs. Adelgren,
Coulon and Outland served as alternate membeteditidit Committee during the fiscal year endedt&sper 30, 2009. Alternate members of the Audit
Committee serve and participate in meetings ofAthdit Committee only in the event of an absenca ofégular member of the Audit Committee. The Audit
Committee met eight times during the last fiscary@he Audit Committee has adopted a written ehnahat is available to stockholders on our welzsite
www.gladstonecapital.com.

Our Board of Directors reviews the NASDAEihg standards definition of independence foribommmittee members and has determined that athibees
and alternate members of our Audit Committee adependent (as independence is currently defin&lila 5605(a)(2) of the NASDAQ listing standardsp N
members of the Audit Committee received any comaiéms from us during the last fiscal year othemtd&ectors' fees. The Board of Directors has also
determined that each member (including alternateibees) of the Audit Committee qualifies as an "aadmmittee financial expert,” as defined in apgtie
Securities and Exchange Commission ("SEC") rules. Board made a qualitative assessment of the nrehiéeel of knowledge and experience based on a
number of factors, including formal education ardexience. The Board has also unanimously detedrtime all Audit Committee members and alternate
members are financially literate under current NASDrules and that at least one member has finan@alagement expertise. Messrs. Mead and Parker and
Ms. English also serve on the audit committeeslati&ione Commercial Corporation and Gladstone Inwvesst Corporation. Our Audit Committee's alternate
members, Messrs. Adelgren, Coulon and Outland,sdsee as alternate members on the audit commitfe8adstone Commercial Corporation and Gladstone
Investment Corporation. The Board of Directors tiesermined that this simultaneous service doesmudir the respective directors' ability to effeely serve on
our Audit Committee.
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Report of the Audit Committee of the Board of Dire¢ors(1)

The Audit Committee has reviewed and disedghe Company's audited financial statementsméhagement and PricewaterhouseCoopers LLP, the
Company's independent registered public accouffitimg with and without management present. The AG@dimmittee included in its review results of the
independent registered public accounting firm'sx@rations, the Company's internal controls, andgtiaity of the Company's financial reporting. Thuedit
Committee also reviewed the Company's procedurésra@rnal control processes designed to ensukefdin and adequate financial reporting and disates,
including procedures for certifications by the Ca@myp's chief executive officer and chief financiflcer that are required in periodic reports filegthe Company
with the Securities and Exchange Commission. TheitACommittee further reviewed with the independegistered public accounting firm their opinionthe
effectiveness of the internal control over finahcgporting of the Company. The Audit Committesadisfied that the Company's internal control sysie
adequate and that the Company employs appropgatiating procedures.

The Audit Committee also has discussed RitbewaterhouseCoopers LLP matters relating tarttiependent registered public accounting firmigjnents
about the quality, as well as the acceptabilitythef Company's accounting principles as appligtsifinancial reporting as required by StatemenAuoditing
Standards No. 61, as amended (AICPA, Professidaal&rds, Vol. 1. AU section 380), as adopted kyRhblic Company Accounting Oversight Board
("PCAOB") in Rule 3200T. The Audit Committee hasateceived the written disclosures and the Iétten the independent registered public accountimg f
under the applicable requirements of the PCAOBdgg the independent registered public accourfiings communications with the Audit Committee
concerning independence, and has discussed withdependent registered public accounting firmititependent registered accounting firm's indepecelefhe
Audit Committee discussed and reviewed with PridewsuseCoopers LLP the Company's critical accagrblicies and practices, internal controls, other
material written communications to management,therdscope of PricewaterhouseCoopers LLP's auditsithifiees paid to PricewaterhouseCoopers LLP durin
the fiscal year. The Audit Committee adopted guie requiring review and pre-approval by the A@bimmittee of audit and non-audit services perfatimg
PricewaterhouseCoopers LLP for the Company. ThatA&Lmmmittee has reviewed and considered the cabifigtof PricewaterhouseCoopers LLP's
performance of non-audit services with the mainteeaf PricewaterhouseCoopers' independence &otingany's independent registered public accoufitimg
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Based on the Audit Committee's review aisdubsions referred to above, the Audit Commiteea®mmended to the Board of Directors that the Caylpa
audited financial statements be included in the gamy's Annual Report on Form 10-K for the fiscahyended September 30, 2009 for filing with theuBities
and Exchange Commission. In addition, the Audit @ottee has engaged PricewaterhouseCoopers LLR\e as the Company's independent registered public
accounting firm for the fiscal year ending Septeng 2010.

Submitted by the Audit Committee
Anthony W. Parker, Chairperson
Michela A. English

Gerard Mead

(1)  The material in this report is not "soliciting mias," is not deemed "filed" with the SEC, and @t to be incorporated by reference into any offdings
under the Securities Act of 1933, as amended B83 Act") or the Securities Exchange Act of 198lamended (the "1934 Act"), whether made befc
after the date hereof and irrespective of any ge#necorporation language contained in such filing.
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Compensation Committee

The Compensation Committee operates putsaanwritten charter that is available to stodkleos on our website at www.gladstonecapital.cohe T
Compensation Committee conducts periodic reviewauofinvestment advisory and management agreenignbw Adviser (the "Advisory Agreement”) and our
administration agreement (the "Administration Agneat") with our Administrator to evaluate whethee fees paid to our Adviser and our Administratoder the
agreements are in the best interests of us anstockholders. The committee considers in such gerieviews, among other things, whether the sedaaind
bonuses paid to our executive officers by our Aelvand our Administrator are consistent with ounpensation philosophies, whether the performancaiof
Adviser and our Administrator are reasonable iatreh to the nature and quality of services pertrand whether the provisions of the Advisory and
Administration Agreements are being satisfactgo#yformed. The Compensation Committee also revigivsmanagement our Compensation Discussion and
Analysis and to consider whether to recommenditta included in proxy statements and other féinQuring the last fiscal year, the Compensatiom@ittee
was comprised of Messrs. Coulon (Chairperson),addtbnd Mead. Messrs. Adelgren and Parker and Mgidh served as alternate members of the
Compensation Committee. Alternate members of thegamsation Committee serve and participate in mgeif the Compensation Committee only in the event
of an absence of a regular member of the Compems@ommittee. The Compensation Committee met o during the last fiscal year.

Compensation Committee Interlocks and Insider Paigiation

During the last fiscal year, the Compemsa€ommittee consisted of Messrs. Coulon, OutlardiMead, and Messrs. Adelgren and Parker and Myliden
served as alternate members of the Compensatiom@t@a. None of Messrs. Coulon, Outland, Mead, 4d®i, Parker or Ms. English is or has been oneiof o
executive officers. Further, none of our executfficers has ever served as a member of the corafiencommittee or as a director of another eratity of
whose executive officers served on our Compens@mmmittee.

Report of the Compensation Committee of the Boardfdirectors(2)

The Compensation Committee has revieweddsmlissed with management the Compensation Discuasd Analysis ("CD&A") contained in this proxy
statement. Based on this review and discussiorCtimpensation Committee has recommended to thedRddirectors that the CD&A be included in thiopy
statement and incorporated into our Annual Repofarm 10-K for the fiscal year ended Septembe2B09.

Submitted by the Compensation Committee
Maurice W. Coulon, Chairperson

John H. Outland

Gerard Mead

(2)  The material in this report is not "soliciting mias," is not deemed "filed" with the SEC, and &t to be incorporated by reference into any offdings
under the 1933 Act or the 1934 Act, other thanAnmual Report on Form 10-K, where it shall be degneebe "furnished,” whether made before or after
the date hereof and irrespective of any generalrpuaration language contained in such filing.
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The Ethics, Nominating and Corporate Governance Cwmittee

The Ethics, Nominating and Corporate Gosaoe Committee of the Board of Directors is resfiador identifying, reviewing and evaluating cadates to
serve as our directors (consistent with criteripraped by the Board), reviewing and evaluating mbent directors, recommending to the Board forcsiele
candidates for election to the Board of Directanaking recommendations to the Board regarding teebership of the committees of the Board, asses$iség
performance of the Board, and developing our cajgogovernance principles. Our Ethics, Nominating @orporate Governance Committee charter canurafo
on our website at www.gladstonecapital.com. Mentiiprsf the Ethics, Nominating and Corporate GovaoeaCommittee is comprised of Messrs. Adelgren
(Chairperson) and Coulon. Messrs. Outland, MeadRanler and Ms. English served as alternate menalbéine committee during the fiscal year ended
September 30, 2009. Alternate members of the EthNiominating and Corporate Governance Committegesand participate in meetings of the committeg aml
the event of an absence of a regular member afdhenittee. Each member of the Ethics, Nominatingd) @arporate Governance Committee is independent (as
independence is currently defined in Rule 5605fa){2he NASDAQ listing standards). The Ethics, Noating and Corporate Governance Committee met four
times during the last fiscal year.

Qualifications for Director Candidates

The Ethics, Nominating and Corporate Gosaoe Committee believes that candidates for diresttould have certain minimum qualifications, irdihg
being able to read and understand basic finanEitdraents, being over 21 years of age and havmgitthest personal integrity and ethics. The Efthimsninating
and Corporate Governance Committee also considelsfactors as possessing relevant expertise upihwo be able to offer advice and guidance to
management, having sufficient time to devote toaftairs, demonstrated excellence in his or hed fieaving the ability to exercise sound businesgiment and
having the commitment to rigorously represent trgtterm interests of our stockholders. Howeves,Ethics, Nominating and Corporate Governance Cataeni
retains the right to modify these qualificationsnr time to time. Candidates for director nomine@sraviewed in the context of the current compositf the
Board, our operating requirements and the long-iaterests of our stockholders. In conducting #ssessment, the Ethics, Nominating and Corporatei@ance
Committee considers diversity, age, skills, anchseiter factors as it deems appropriate given otreat needs and the current needs of the Boardaiotain a
balance of knowledge, experience and capabilityhéncase of incumbent directors whose terms ddetre set to expire, the Ethics, Nominating antpGrate
Governance Committee reviews such directors' oveeavice to us during their term, including thenher of meetings attended, level of participatmumlity of
performance, and any other relationships and tcdioses that might impair such directors' indeperderin the case of new director candidates, theegth
Nominating and Corporate Governance Committee@gdgsermines whether the nominee must be indepeffiieNASDAQ purposes, which determination is ba
upon applicable NASDAQ listing standards, applieaBEC rules and regulations and the advice of @uifi;ecessary. The Ethics, Nominating and Caapmor
Governance Committee then uses its network of ctsita compile a list of potential candidates, ftmaty also engage, if it deems appropriate, a prioieassearch
firm. The Ethics, Nominating and Corporate Govegg@ommittee conducts any appropriate and necesgguiyies into the backgrounds and qualificatiofis
possible candidates after considering the funciimth needs of the Board. The Ethics, Nominating@mgborate Governance Committee meets to discuss and
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consider such candidates' qualifications and tleéects a nominee for recommendation to the Boanchajprity vote. To date, the Ethics, Nominating and
Corporate Governance Committee has not paid afaayt third party to assist in the process of idging or evaluating director candidates.

Sockholder Recommendation of Director Candidates to the Ethics, Nominating and Corporate Governance Committee

The Ethics, Nominating and Corporate Goaaoe Committee will consider director candidatesmemended by stockholders. The Ethics, Nominatirdy a
Corporate Governance Committee does not intenttdothe manner in which it evaluates candidateduding the minimum criteria set forth above, lthea
whether the candidate was recommended by a statdhot not. Stockholders who wish to recommendviddials for consideration by the Ethics, Nominatargl
Corporate Governance Committee to become nomimeesddction to the Board may do so by deliveringriiten recommendation to the Ethics, Nominatind an
Corporate Governance Committee at the addressrsietdn the cover page of this proxy statementoReunendations for individuals to be considered for
nomination at the 2011 Annual Meeting must be retby August 14, 2010. Recommendations receivied Atigust 14, 2010 will be considered for nomioati
at the 2012 Annual Meeting. Submissions must ireling full name of the proposed nominee, a desoniplf the proposed nominee's business experienca f
least the previous five years, complete biograplinfarmation, a description of the proposed noreisgualifications as a director and a represemtdtiat the
nominating stockholder is a beneficial or recorchewof our stock. Any such submission must be apeoned by the written consent of the proposed nemin
be named as a nominee and to serve as a direeflected. To date, the Ethics, Nominating and CaigoGovernance Committee has not received ortegjec
timely director nominee proposal from a stockholdestockholders holding more than 5% of our vosiack.

Stockholder Communications with the Board of Direcs

Our Board has adopted a formal processHigiwour stockholders may communicate with the Baarany of our directors. Persons interested in
communicating their concerns or issues may ada@ssspondence to the Board of Directors, to dqaatr director, or to the independent directorsegally, in
care of Gladstone Capital Corporation, Attentiorvdstor Relations, at 1521 Westbranch Drive, S20@& McLean, Virginia 22102. This information isal
contained on our website at www.gladstonecapitai.co

Code of Ethics

We have adopted a Code of Business CorautEthics that applies to all of our officers aliréctors and to the employees of our Adviser and o
Administrator. The Ethics, Nominating and Corpor@vernance Committee reviews, approves and recomisrte our Board of Directors any changes to the
Code of Business Conduct and Ethics. It also reviamy violations of the Code of Ethics and makesmamendations to the Board of Directors on thoskations
The Code of Business Conduct and Ethics is availablour website at www.gladstonecapital.com. Ifmake any substantive amendments to the Code of
Business Conduct and Ethics or grant any waiven fagorovision of the Code to any executive officedirector, we will promptly disclose the naturfettoe
amendment or waiver on our website.

19




The Executive Committee

The Executive Committee, which is compriséessrs. Gladstone (Chairman), Brubaker anddtahias the authority to exercise all powers ofBoard of
Directors except for actions that must be taken byajority of independent directors or the full Bbaf Directors under applicable rules and regatati The
Executive Committee met one time during the lastdi year.
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PROPOSAL 2

TO AUTHORIZE US TO ISSUE AND SELL SHARES OF OUR COMMON STOCK AT A PRICE
BELOW OUR THEN CURRENT NET ASSET VALUE PER SHARE

Stockholder Authorization

The 1940 Act generally prohibits us, assitiess development company ("BDC") from issuing selling shares of our common stock at a pricevb¢he
then current net asset value per share of our stath certain exceptions. One such exception weelinit us to issue and sell shares of our comrtmok st a
price below net asset value per share at the tirsale if our stockholders approve a sale belowasset value per share within the one year peniwaediately
prior to any such sale, provided that our Boar®ioéctors makes certain determinations prior to sungh sale.

Accordingly, we are seeking the approvabaf stockholders so that we may, in one or mot#ipor private offerings, issue and sell shareswfcommon
stock at a price below our then current net asalelevper share, subject to certain conditions dised below. If approved, the authorization woulefiective for ¢
period expiring on the first anniversary of theedaf the stockholders' approval of this proposalapuld permit us to engage in such transactions@us times
within that period, subject to further approvalrfrour Board.

Generally, common stock offerings are ptibased on the market prices of the outstandingesie common stock. Because over the last yeacauamon
stock has consistently, and at times significarithded at a market price below net asset valushmeme, stockholder approval would permit us toesand sell
shares of our common stock in accordance withmmistandards that market conditions generally reqifistockholders approve this proposal, we sthtwalve
greater flexibility in taking advantage of changimarket and financial conditions in connection wathequity offering. As of the date of this proxstement, the
Board has approved an offering of this type in g@gte, but has not approved the terms of a specffering, nor does it have any immediate planddo.

Reasons to Issue and Sell Common Stock Below Nets&sValue

We believe that market conditions will dooe to provide opportunities to invest new capitigbotentially attractive returns. Over the pasiry U.S. credit
markets, including many lending institutions, haxperienced significant difficulties resulting Brde part from the default in payments on sub-priesédential
mortgages and concerns generally about the dealite U.S. economy. This has contributed to sigaift stock price volatility for capital providessach as our
company and has made access to capital more ciaiefor many smaller businesses. However, the gham credit market conditions also has had beréfic
effects for capital providers like us because simadiness are selling for lower prices, and areggly willing to pay higher interest rates andemcmore
contractual terms that are more favorable to ukeir investment agreements. Accordingly, for firlhat continue to have access to capital, we belibat the
current environment should provide investment opputies on more favorable terms than have beeitadl@ in periods of stronger capital markets. @bitity to
take advantage of these opportunities is depengmnt our access to equity capital.
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As a BDC and a regulated investment com@&RIC") for tax purposes, we are dependent onatuility to raise capital through the issuance ahomn
stock. RICs generally must distribute substantiallyof their earnings to stockholders as divideimdsrder to achieve paskrough tax treatment, which prevent:
from using those earnings to support new investmaéntrther, BDCs must maintain a debt to equitip rat less than one dollar of debt per one dolfeequity,
which requires us to finance our investments witleast as much equity as debt in the aggregaten®@ietain sources of liquidity through a portfotibliquid
assets and other means but generally attempt taimestose to fully invested and do not hold subisghash for the purpose of making new investments
Therefore, to continue to build our investment fmid, and thereby have the ability to support thaintenance of our dividends, we endeavor to miainta
consistent access to capital through the publicpeivéite equity markets enabling us to take adwgntd investment opportunities as they arise.

The following table lists, for each quarntéithe last three fiscal years, the high and Itegiag sales prices for our common stock and thesgaice as a
percentage of net asset value. On December 2, #®%%st reported closing sale price of our comstock was $7.78 per share.

Closing Price of Figh Closing Price  of Low Clasing Prios
NAV(1) High Low to NAV(2) to NAV(2)
Fiscal Year ended September 3
2007
First Quarte $13.8¢ $ 25.21 $21.9¢ 82% 58%
Second Quarte $13.8:. $ 24.2¢ $21.2¢ 75% 54%
Third Quartel $15.11 $ 24.6( $21.4¢ 63% 42%
Fourth Quarte $14.97 $ 21.6€ $ 17.9¢ 45% 20%
Fiscal Year ended September 3
2008
First Quartel $ 15.0¢ $ 20.6z $ 17.01 37% 13%
Second Quarte $1427 $ 19.22 $16.2¢ 35% 14%
Third Quartel $13.97 $ 19.31 $15.2¢ 38% 9%
Fourth Quarte $12.8¢ $ 18.6f $12.91 45% 2%
Fiscal Year ended September &
2009
First Quartel $12.0¢ $ 15.3t  $ 5.5C 28% (54)%
Second Quarte $12.1C $ 10.2¢ $ 5.01 (15)% (59)%
Third Quartel $118¢t $ 7.80C $ 5.4¢ (34)% (54)%
Fourth Quarte $1181 $ 10.4C $ 7.17 (12)% (39)%

1) Net asset value per share is determined as oastteldy in the relevant quarter and, therefore, noayeflect the net asset value per share
on the date of the high and low closing sales priG&e per share net asset values shown are basedstanding shares at the end of each
period.

) Calculated as the difference between the net aafet per share and the respective high or lowirgogrice, divided by net asset value per
share.

The current volatility in the credit marlatd the uncertainty surrounding the U.S. econoasyléd to significant stock market fluctuationsiisalarly with
respect to the stock of financial services comgsalike our company. During times of increased pvickatility, our common stock may be more likelyttade at a
price below its net asset value per share, whicloisincommon for BDCs like us. As noted above, éver, the current market dislocation has created vee
believe will continue to create, favorable oppoities to invest in small businesses, including appdties that we
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believe may increase net asset value over the fetegm, even if financed with the issuance of commtock below net asset value per share. We exipaict
attractive investment opportunities will requiretasnake an investment commitment quickly. Becaus@enerally attempt to remain fully invested andcdt
intend to maintain cash for the purpose of makimgsé investments, we may be unable to capitalizevastment opportunities presented to us unlesare@ble
to quickly raise capital. We believe that stockleoldpproval of the proposal to issue and sell shiaeéow net asset value per share subject to thgitcans detaile
below will provide us with the flexibility to invésn such opportunities.

The Board of Directors believes that hawimg flexibility to issue and sell our common stdedow net asset value per share in certain inetiscin the best
interests of stockholders. If we are unable to s&€tike capital markets as attractive investmenoppities arise, our ability to grow over time atghtinue to pay
steady or increasing dividends to stockholdersad-bel adversely affected. It could also have thecefdf forcing us to sell assets that we wouldatberwise sell,
and such sales could occur at times that are cisadgeous to sell. The Board also believes thag#@sing our assets will lower our expense ratisgngading our
fixed costs over a larger asset base. The issuanteale of additional common stock might also ankahe liquidity of our common stock on the NASDAQ
Global Select Market. Additionally, while it is psible for a BDC to sell its shares through a trarsdfle rights offering at a price that is below asget value per
share, such offerings may ultimately be at a dietgueater than in an offering of our shares ataket price below our net asset value per shaws, ke believe
that having the ability to issue and sell our commatock below net asset value per share in accoedaith the terms of this proposal would, in mamstances, be
preferable to such an issuance pursuant to a &aisé rights offering.

Example of Dilutive Effect of the Issuance of ShaeBelow Net Asset Value

Company XYZ has 1,000,000 total sharestanting, $15,000,000 in total assets and $5,000r0@f3al liabilities. The net asset value ("NAVYf the
common stock of Company XYZ is $10.00.

The following table illustrates the redoctito NAV and the dilution experienced by Stockleolé following the sale of 40,000 shares of the nwn stock of
Company XYZ at $9.50 per share, a price belowhignitcurrent NAV.

Prior to Sale Following Sale Percentage
Below NAV Below NAV Change
Reduction to NAV
Total Shares Outstandit 1,000,00t! 1,040,001 4.C%
NAV $ 10.0C $ 9.9¢ (0.2%
Dilution to Stockholder A
Shares Held by Stockholder 10,00( 10,00((1) —
Percentage Held by Stockholdel 1.0(% 0.9€6% (3.9%
Total Interest of Stockholder $ 100,00 $ 99,80¢ (0.2%

(1)  Assumes that Stockholder A does not purchase additshares in the equity offering of shares beletvasset value.
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Conditions to Sales Below Net Asset Value

If this proposal is approved, we would issue and sell our common stock below its per shar@sset value unless our Board concludes thegt Hre
attractive near-term investment opportunities thegasonably believes will lead to a long-termraase in net asset value. In determining whethaobto issue
and sell additional shares of our common stockmatce below the net asset value per share, thedBeitl have duties to act in the best interests®find our
stockholders. To the extent we issue and sell stafreur common stock below net asset value peesha publicly registered transaction, our market
capitalization and the amount of our publicly thaldacommon stock will increase, thus affordingcalinmon stockholders potentially greater liquiditythe marke
for our shares.

If this proposal is approved, we will issared sell shares of our common stock at a pricevbakt asset value per share only if a majoritgwfdirectors who
have no financial interest in the sale, and a nitgjof such directors who are not interested pessufrours, have determined in good faith that tteepat which
such securities are to be sold is not less thaita which closely approximates the market valuthobe securities, less any distributing commissiodiscount.
This determination must be made in consultatiotn wite underwriter or underwriters of the offeriifigany, and as of a time immediately prior to thstf
solicitation by us or on our behalf of firm comménts to purchase such securities or immediatety poithe issuance and sale of such securities.

Key Stockholder Considerations

Before voting on this proposal or givingxyies with regard to this matter, stockholders $thaonsider the potentially dilutive effect of tlesuance and sale
of shares of our common stock at a price thatss tean the net asset value per share, and sHealdansider the effect that the expenses assdaidth such
issuance may have on the net asset value per ditsgashare of our common stock. Any issuance atelaf common stock at a price below net assetevér
share would result in an immediate dilution to 8rig common stockholders. If shares of our comntonksare issued at a price that is substantiallpvio¢he net
asset value per share, the dilution could be sobataThis dilution would include reduction in tihet asset value per share as a result of thenissud shares at a
price below the net asset value per share andpogionately greater decrease in a stockholdetesést in our earnings and assets, and in votirgests, than the
increase in our assets resulting from such issudna@adition, any payment of underwriting compeimsacould further increase the dilution. Our Boafd
Directors will consider the potential dilutive efteof the issuance of shares at a price below ¢hasset value per share when considering wheiterthorize any
such issuance. The 1940 Act establishes a conndmitveen common share sale price and net asset paf share because, when stock is sold at prsede
below net asset value per share, the resultingaser in the number of outstanding shares is nongmanied by a proportionate increase in the netasd the
issuer.
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Required Vote

The affirmative vote of each of the follagiis required to approve this proposal: (1) a migjof our outstanding voting securities; and §&najority of our
outstanding voting securities that are not heldtfijiated persons of the Company. For purposesisfproposal, the 1940 Act defines a majorityhaf butstandin
voting securities as the vote of the lesser of6(@% or more of the voting securities of the Conyparesent at the annual meeting, if the holdersafe than 50%
of the outstanding voting securities of the Compareypresent or represented by proxy; or (2) ntoaa 50% of the outstanding voting securities ofGloenpany.
Each abstention and broker non-vote will have ffeceof a vote against this proposal.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F PROPOSAL 2.
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PROPOSAL 3

RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee has selected Pricevinatese Coopers LLP ("PwC") as the Company's indepenégistered public accounting firm which will authe
Company's financial statements for the fiscal yaating September 30, 2010 and has further direbdnanagement submit the selection of the indegren
auditors for ratification by the stockholders a #innual meeting. PwC has audited the Companyadial statements since its fiscal year ended S#e30,
2003. Representatives of PwC are expected to [seprat the annual meeting, will have an opporyuwitmake a statement if they so desire and withalable
to respond to appropriate questions.

Neither the Company's bylaws nor other goivg documents or law require stockholder rattfma of the selection of PwC as the Company's iedepnt
registered public accounting firm. However, the A@bmmittee is submitting the selection of PwGHe stockholders for ratification as a matter oddjcorporat
practice. If the stockholders fail to ratify thdesgion, the Audit Committee will reconsider whatloe not to retain that firm. Even if the selectigrratified, the
Audit Committee, in its discretion and subject ppeoval by the Board of Directors in accordancéwlite 1940 Act, may direct the appointment of défe
independent auditors at any time during the yeidiétermines that such a change would be in #s¢ interests of the Company and its stockholders.

The affirmative vote of a majority of thetes cast at the annual meeting is required tfyridz Audit Committee's selection of PwC as owulependent
registered public accounting firm. Abstentions witlit be counted as votes cast for this proposal.

Independent Registered Public Accounting Firm Fees

The following table represents the aggreganount of fees capitalized or expensed by uthéfiscal years ended September 30, 2008 and r8bpte30,
2009 that were billed by PwC, our principal indeghemnt registered public accounting firm.

2008 2009
Audit Fees(1, $ 370,17( $ 323,46«
Audit related Fees(1 0 0
Tax Fees(2 61,50( 136,60(
All Other Fees 0 0
Total $ 431,67( $ 460,06«

) 2008 Audit Fees include approximately $95,500 gsfbilled in connection with the registration aate<f additional shares of the
Company's common stock during the fiscal year er@gtember 30, 2008.

(2) "Tax Fees" consist of fees for tax compliance argparation services.
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All fees described above were approvedheyAudit Committee. During the fiscal years endeg@t€mber 30, 2008 and 2009, the aggregate non{feedit
billed by PwC for services rendered to our Adviaed any entity controlling, controlled by or undemmon control with our Adviser that provides orrgpi
services to us were $17,200 and $23,000, respécti of these fees were for professional sergicendered to our Adviser for audit and tax ses/idéne Audit
Committee has considered whether, and believesttiretendering of these services to our Adviseoispatible with maintaining the independent regist publi
accounting firm's independence.

Pre-Approval Policies and Procedures

The Audit Committee has adopted a policy procedures for the pre-approval of audit and aadit services rendered by our independent regidteunblic
accounting firm, PwC. The policy generally pre-apgs specified services in the defined categofiesidit services, audit related services, and ¢axises up to
specified amounts. Pre-approval may also be gigepaa of the Audit Committee's approval of thepgcof the engagement of the independent regisperiiic
accounting firm or on an individual explicit casg-tase basis before the independent registeredcpadiiounting firm is engaged to provide each servlhe pre-
approval of services may be delegated to one oembthe Audit Committee's members, but the degisioist be reported to the full Audit Committeetatiext
scheduled meeting.

The Audit Committee has determined thatrémelering of the services other than audit sesviterently being provided by PwC is compatiblehwit
maintaining the independent registered public anting firm's independence.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F PROPOSAL 3.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain infation regarding the ownership of our common stk November 30, 2009 by: (i) each director mowhinee for
director; (ii) each of our executive officers; )idll of our executive officers and directors agraup; and (iv) all those known by us to be benafiewners of more
than five percent of our common stock. Except &smtise noted, the address of the individuals betogio Gladstone Capital Corporation, 1521 Westtha
Drive, Suite 200, McLean, VA 22102.

Beneficial Ownership(1)

Aggregate Dollar
Range of Equity
Securities of all

Dollar Range of Funds Overseen by
Equity Securities Directors
of the Company in Family of
Number of Percent of Owned by Investment
Name and Address Shares Total Directors(2) Companies(2)(3)
Executive Officers and Directors:
David Gladstont 1,075,68 5% Over $100,00( Over $100,00(
Terry Lee Brubaker(4 196,64( 1% Over $100,00( Over $100,00(
George Stelljes I 14,09: * Over $100,00( Over $100,00(
Gresford Gray 0 * None None
Gary Gersotr 15C *  $1,00(-$90,000 $1,00(-$10,00C
Anthony W. Parke 5,637 *  $10,00-$50,000 Over $100,00(
David A.R. Dullum(5) 4,00( *  $10,00-$50,000 Over $100,00(
$50,001—
Michela A. Englisk 2,50( *  $10,00:-$50,000 $100,000
$50,001—-
Paul Adelgrer 2,05 *  $10,00-$50,000 $100,000
$10,001-
Maurice Coulor 0 & None $50,000
$10,001-
John H. Outlan« 1,21¢ *  $1,00(-%$10,000 $50,000
Gerard Meac 2,62¢ *  $10,00-$50,000 Over $100,00(
All executive officers and directors as a group
(12 persons 1,304,60: 6% N/A N/A

@)

@)
(©)

4)
®)

Less than 1%

This table is based upon information supplied Hicefs, directors and principal stockholders. Usletherwise indicated in the footnote
this table and subject to community property lavere applicable, we believe that each of the stwldénrs named in this table has sole
voting and sole investment power with respect &ghares indicated as beneficially owned. Appliegigrcentages are based on
21,087,574 shares outstanding on November 30, 2009.

Ownership calculated in accordance with Rule 1@g¢2] of the 1934 Act.

Each of our directors and executive officers, othan Mr. Gray, is also a director or executiveagff, or both, of Gladstone Investment
Corporation, our affiliate and a business develagneempany, and Gladstone Commercial Corporatianaffiliate and a real estate
investment trust, each of which is also externalnaged by our Adviser.

Includes 75,114 shares owned by Mr. Brubaker's spauith respect to which Mr. Brubaker disclaimséfeaial ownership.

Includes 2,000 shares owned by Mr. Dullum's spaviterespect to which Mr. Dullum disclaims benedicownership.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the 1934 Act requires divgctors and executive officers, and persons who more than ten percent of a registered classioéquity
securities, to file with the SEC initial reportsafnership and reports of changes in ownershipofraon stock and our other equity securities. Officdirectors
and greater than ten percent stockholders arerestjby SEC regulations to furnish us with copiealbBection 16(a) forms they file.

To our knowledge, based solely on a revdéthe copies of such reports furnished to us artlem representations that no other reports wegeired, during
the fiscal year ended September 30, 2009, all @ed(a) filing requirements applicable to our céfis, directors and greater than ten percent hsalediwners
were complied with.

COMPENSATION DISCUSSION AND ANALYSIS

Our chief executive officer, chief operatiofficer, chief investment officer, chief finantwtficer and treasurer are salaried employeestbéeour Adviser or
our Administrator, which are affiliates of ours. QAdviser and Administrator pay the salaries arffttoemployee benefits of the persons in their retspe
organizations that render services for us. Thesécses have been and continue to be provided potgaahe terms of the Advisory Agreement and the
Administration Agreement, as applicable.

Compensation Philosophy

For our long-term success and enhancenféong-term stockholder value, we depend on theagament and analytical abilities of our executiffcers,
who are employees of, and are compensated by, dvisér and Administrator. During the last fiscahyewve implemented our philosophies of attractietgining
and rewarding executive officers and others whdrdmute to our long-term success and motivatingrthe enhance stockholder value through our Compiemsa
Committee's oversight of our Adviser's compensapi@ctices under the terms of the Advisory AgreemiEine key elements of our compensation philosophy
include:

. ensuring that base salary paid to our executiviea is competitive with other leading companiéthwhich we compete for talented investment
professionals;

. ensuring that bonuses paid to our executive offieee sufficient to provide motivation to achiexe principal business and investment goals and to
bring total compensation to competitive levels; and

. providing incentives to ensure that our executiffeeers are motivated over the long term to achiemebusiness and investment objectives.
Base Salary and Bonuses

During the fiscal year ended Septembe809, the Compensation Committee fulfilled its @igit role by reviewing the Advisory Agreement ttetmine
whether the fees paid to our Adviser were in thet beterests of the stockholders. The Compens&mmmittee has also reviewed the performance ofowiser
to determine whether the compensation paid to »ecwive officers was reasonable in relation torthtire and quality of services performed and wrettte
provisions of
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the Advisory Agreement were being satisfactorilyfpened. Specifically, the committee considereddes such as:

. the pay practices of our Adviser in relation tosd®f leading financial services companies witholwtdur Adviser competes to attract and retain
talented investment professionals;

. the amount of the fees paid to our Adviser in fetato our size and the composition and performaricar investments;

. our Adviser's ability to hire, train, supervise andnage new employees as needed to effectivelygeamar future growth;

. the success of our Adviser in generating appropiiatestment opportunities;

. rates charged to other investment entities by advigerforming similar services;

. additional revenues realized by our Adviser andfiiiates through their relationship with us, viter paid by us or by others with whom we do
business;

. the value of our assets each quarter;

. the quality and extent of service and advice furedsby our Adviser;

. the quality of our portfolio relative to the investnts generated by our Adviser for its other cieand

. the extent to which our Adviser's performance hetlpe to achieve our principal business and investrmlgjectives of generating income for our

stockholders in the form of quarterly cash disttidmos that grow over time and increasing the valueur common stock.

The Compensation Committee's oversightatde includes review of the above described faototh regard to the compensation of the emplopéesir
Administrator, including our chief financial officand treasurer, and our Administrator's perforreameder the Administration Agreement. The Board may
pursuant to the terms of each of the Advisory addhistration Agreements, terminate either of theeaments at any time and without penalty, upoty siays'
prior written notice to our Adviser or our Adminiator, as applicable. In the event of an unfaverg@riodic review of the performance of our Advieeour
Administrator in accordance with the criteria satli above, the Compensation Committee would peweideport to the Board of its findings and provide
suggestions of remedial measures, if any, to bgheduom our Adviser or our Administrator, as appble. If such recommendations are, in the futmage by the
Compensation Committee and are not implementeldetaatisfaction of the Compensation Committee aiy niecommend exercise of our termination rightseund
the Advisory Agreement or Administration Agreement.

Long-Term Incentives

The Compensation Committee believes thairtbentive structure provided for under the AdwsAgreement is an effective means of creating {tergn
stockholder value and promoting executive retention

In addition to a base management fee, thasary Agreement includes incentive fees that ag o our Adviser if our performance reaches certai
benchmarks. These incentive fees are intended to

30




provide an additional incentive for our Adviseratthieve targeted levels of net investment incontketarincrease distributions to our stockholderse ifttentive
fee consists of two parts: an income-based inceriéie and a capital gains-based incentive feeiffdmne-based incentive fee rewards our Adviseuifguarterly
net investment income (before giving effect to amgentive fee) exceeds 1.75% of our net assets'[ivelle rate™). We pay our Adviser an income-baseéntive
fee with respect to our pre-incentive fee net itmesnt income in each calendar quarter as follows:

. no incentive fee in any calendar quarter in whiaghgre-incentive fee net investment income doesroted the hurdle rate (7% annualized);

. 100% of our pre-incentive fee net investment incavita respect to that portion of such preentive fee net investment income, if any, thateeds
the hurdle rate but is less than 2.1875% in angnchdr quarter (8.75% annualized); and

. 20% of the amount of our pre-incentive fee net gtreent income, if any, that exceeds 2.1875% incatgndar quarter (8.75% annualized).

The second part of the incentive fee iapital gains-based incentive fee that is determaretipayable in arrears as of the end of eacH fysea (or upon
termination of the Advisory Agreement, as of thertimation date), and equals 20% of our realizedtabgains as of the end of the fiscal year. Iredsining the
capital gains-based incentive fee payable to owiged, we calculate the cumulative aggregate redltapital gains and cumulative aggregate reatiapital
losses since our inception, and the aggregate limedaapital depreciation as of the date of tHeudation, as applicable, with respect to eacthefinvestments in
our portfolio.

Income realized by our Adviser from anytsicentive fees will be paid by our Adviser togéle employees in amounts based on their resgectiv
contributions to our success in meeting our gdidiss incentive compensation structure is desigoetteate a direct relationship between the compiemsaf our
executive officers and other employees of our Agivend the income and capital gains realized gsus result of their efforts on our behalf. We dedi that this
structure rewards our executive officers and oémeployees of our Adviser for the accomplishmerbof-term goals consistent with the interests af ou
stockholders.

Personal Benefits Policies

Our executive officers are not entitledbferate under different standards than other ereplopf our Adviser and our Administrator who workaur behalf.
Our Adviser and Administrator do not have progrdargroviding personal benefit perquisites to exaeuofficers, such as permanent lodging, persasalof
company vehicles, or defraying the cost of persen&rtainment or family travel. Our Adviser's akdministrator's health care and other insurancgnams are
the same for all of its eligible employees, inchglbur executive officers. We expect our executiffieers to be exemplars under our Code of Busi@ssduct
and Ethics, which is applicable to all employeeswf Adviser and Administrator who work on our biéha

Executive Compensation

None of our executive officers receive direompensation from us. We do not currently haweeamployees and do not expect to have any empdayetbe
foreseeable future. The services necessary
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for the operation of our business are providedstbyiour officers and the other employees of owigetr and Administrator, pursuant to the termshef Advisory
and Administration Agreements, respectively. Mra@tone, our chairman and chief executive offiber,Brubaker, our vice chairman, chief operatinfioefr and
secretary, and Mr. Stelljes, our president andf¢hiestment officer, are all employees of and cengated directly by our Adviser. Mr. Gray, our ¢Hieancial
officer, and Mr. Gerson, our treasurer, are empeya our Administrator. Under the Administratiogr&ement, we reimburse our Administrator for oloable
portion of the salaries of Mr. Gerson, our treasuaad Mr. Gray, our chief financial officer. Dugrour last fiscal year, our allocable portion of. \&ray's
compensation paid by our Administrator was: $50,66r. Gray's salary, $6,692 of his bonus, andi88,0f the cost of his benefits.

Employment Agreements

Because our executive officers are empleyd@ur Adviser and our Administrator, we do naygash compensation to them directly in returrttieir
services to us and we do not have employment agnesnwith any of our executive officers. Pursuarthe terms of the Administration Agreement, we enak
payments equal to our allocable portion of our Aaistrator's overhead expenses in performing itgabbns under the Administration Agreement inchglibut
not limited to, our allocable portion of the satariand benefits expenses of our chief financiad@ffand treasurer. For additional information relgey this
arrangement, see "Certain Transactions."

Equity, Post-Employment, Non-Qualified Deferred ar@hange-In-Control Compensation

We do not offer stock options, any othenfmf equity compensation, pension benefits, noalified deferred compensation benefits, or ternamaor
change-in-control payments to any of our execubifieers.

Conclusion

We believe that the elements of the Advésand the Administrator's compensation programiidually and in the aggregate strongly suppod eeflect the
strategic priorities on which we have based ourgemsation philosophy. Through the incentive stmectf the Advisory Agreement described above, miiggnt
portion of their compensation programs have beed cantinue to be contingent on our performancd,raalization of benefits is closely linked to ieases in
long-term stockholder value. We remain committethts philosophy of paying for performance thatreeses stockholder value. The Compensation Conamitte
will continue its work to ensure that this commitmés reflected in a total executive compensatimygpm that enables the Adviser and the Adminisiriat
remain competitive in the market for talented exees.
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Director Compensation

The following table shows for the fiscabyended September 30, 2009 certain informatioh weispect to the compensation of all our eomployee director:

DIRECTOR COMPENSATION FOR FISCAL 2009

Fees Earned ot

Paid in
Name Cash ($) Total ($)
Paul W. Adelgret $ 29,000 $ 29,00(
Maurice W. Coulor $ 30,00 $ 30,00¢
Michela A. Englisk $ 32,000 $ 32,00(
Gerard Meac $ 33,00 $ 33,00(
John H. Outlant $ 28,000 $ 28,00(
Anthony W. Parke $ 35,50 $ 35,50(

As compensation for serving on our Boar®wéctors, each of our independent directors ra=ean annual fee of $20,000, an additional $1f606ach
Board of Directors meeting attended, and an adtiti$1,000 for each committee meeting attendeddhsommittee meeting takes place on a day otlaerwhen
the full Board of Directors meets. In addition, tfeirperson of the Audit Committee receives aruahfee of $3,000, and the chairpersons of eatheof
Compensation and Ethics, Nominating and Corporae@ance committees receive annual fees of $X@Gbeir additional services in these capaciti#s. also
reimburse our directors for their reasonable oypadket expenses incurred in attending Board oé®ars and committee meetings.

We have also adopted the Joint Directorsdualified Excess Plan of Gladstone Investment @arpn, Gladstone Capital Corporation and Gladston
Commercial Corporation (the "Deferred Compensafitan"). The Deferred Compensation Plan providesiouremployee directors with the opportunity to
voluntarily defer director fees on a pre-tax baarg] to invest such deferred amounts in self-dégatvestment accounts. The Deferred Compensataond®es
not allow us to make discretionary contributionshie account of any director.

We do not pay any compensation to directdrs also serve as our officers, or as officerdiarctors of our Adviser or our Administrator, iarsideration for
their Board or committee service to us. Our BodrDioectors may change the compensation of ourpedéent directors in its discretion. None of outependent
directors received any compensation from us dutiedfiscal year ended September 30, 2009 otherfthaBoard of Directors or committee service andetirg
fees.
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CERTAIN TRANSACTIONS

Advisory and Administration Agreements

Under the Advisory Agreement, our Adviserésponsible for our day-to-day operations andimidiration, record keeping and regulatory compi@n
functions. Specifically, these responsibilitieslirted identifying, evaluating, negotiating and agmsnating all investment transactions consistent witr
investment objectives and criteria; providing ushvéll required records and regular reports toReaird of Directors concerning our Adviser's effatsour behal
and maintaining compliance with all regulatory regments applicable to us. The base managemenifier the Advisory Agreement is assessed at arshnate
of 2.0% computed on the basis of the average \afloer gross assets at the end of the two moshtigoeompleted quarters, which are total assetdyding
investments made with proceeds of borrowings, dagsuninvested cash or cash equivalents resultorg borrowings. The Advisory Agreement also prosiéter
an incentive fee, which consists of two parts:raaoime-based incentive fee and a capital gains-liasedtive fee. The income-based incentive fee résvaur
Adviser if our quarterly net investment income @refgiving effect to any incentive fee) exceed$%f our net assets (the "hurdle rate"). We payAalviser an
income-based incentive fee with respect to ouripcentive fee net investment income in each caleqdarter as follows:

. no incentive fee in any calendar quarter in whiaghgre-incentive fee net investment income doesroeed the hurdle rate (7% annualized);

. 100% of our pre-incentive fee net investment incavita respect to that portion of such preentive fee net investment income, if any, thateeds
the hurdle rate but is less than 2.1875% in angnchdr quarter (8.75% annualized); and

. 20% of the amount of our pre-incentive fee net gtreent income, if any, that exceeds 2.1875% incagndar quarter (8.75% annualized).

The second part of the incentive fee iapgital gains-based incentive fee that is determaratipayable in arrears as of the end of each fisea (or upon
termination of the Advisory Agreement, as of thertimation date), and equals 20% of our realizedtabgains as of the end of the fiscal year. Iredsining the
capital gains-based incentive fee payable to owiged, we calculate the cumulative aggregate redltapital gains and cumulative aggregate reatiapital

losses since our inception, and the aggregate lizedaapital depreciation as of the date of tHeuwdation, as applicable, with respect to eacthefivestments in
our portfolio.

Under the Administration Agreement, we gaparately for administrative services, which paytmare equal to our allocable portion of our Adistiator's
overhead expenses in performing its obligationseutite Administration Agreement, including rent floe space occupied by our Administrator, and lacable

portion of the salaries, bonuses, and benefitsresgeeof our chief financial officer, treasurer,effiompliance officer, internal counsel and comércdnd their
respective staffs.

Our Adviser is controlled by David Gladstothe chairman of our Board of Directors and duefcexecutive officer. Mr. Gladstone is also thaicman of th:
Board of Directors and chief executive officer of ddviser. Terry Lee Brubaker, our vice chairmelmief operating officer, secretary and directog imember of
the Board of Directors of our Adviser and its vateirman,
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chief operating officer and secretary. George f@&lll, our president and chief investment offideralso a member of the Board of Directors of Adviser and it
president and chief investment officer. Gary Gersam treasurer, is also treasurer of our Adviser.

During the fiscal year ended Septembe2809, we paid total fees of approximately $1,65Q,@0our Adviser under the Advisory Agreement and
approximately $872,000 to our Administrator under Administration Agreement.

Loan Servicing Agreement

Our Adviser services our loan portfolio guant to a loan servicing agreement with our whollyned subsidiary, Gladstone Business Investmérg, L
("Business Investment") in return for a 1.5% anrfael based on the monthly aggregate outstandargldalance of the loans pledged under our crediiitfa
Loan servicing fees paid to our Adviser under g#tgseement directly reduce the amount of fees payatder the Advisory Agreement. Loan servicing fefes
approximately $5,620,000 were incurred for thedigear ended September 30, 2009, all of which wigeztly credited against the amount of the base
management fee due to our Adviser under the Adyidgreement.

Loans

At September 30, 2009, we had loans outtigrin the principal amounts of $5,900,010 to Etadstone and $1,400,010 to Mr. Brubaker, eachhafrwis ai
executive officer of ours. These loans were extdrideonnection with the exercise of stock optibgseach of the executive officers under our fordwerended
and Restated 2001 Equity Incentive Plan, as amend&dh was terminated on September 30, 2006 @081 Plan”). Each of these loans is evidencedfoyl a
recourse promissory note secured by the sharesnahon stock purchased upon the exercise of thermptiThe interest rate on each of the loans is 886
annum. Interest is due quarterly and each of teewive officers has made each of his quarterlgrédt payments to date. The outstanding principaiuat of
each loan is due and payable in cash on Augu®). The Sarbane3xley Act of 2002 prohibits us from making loansotar executive officers, although cert
loans outstanding prior to July 30, 2002, including promissory notes we have received from Me&legistone and Brubaker, were expressly exemposd tinis
prohibition. In addition, these loans meet the mements set forth in Section 57(j) of the 1940.Act

Also at September 30, 2009, we had twodaarstanding in the principal amounts of $275,840 $474,990, respectively, to Laura Gladstoneaaaging
director of ours and the daughter of our chief exige officer, Mr. Gladstone. These loans were raég in connection with the exercise of stock aiander the
2001 Plan by Ms. Gladstone, and were made on tawaiable to all eligible participants of the 20Rtan. The interest rates on the loans are 4.998 &%,
respectively, and the outstanding principal amooftsach loan are due and payable in cash on A@f)s2010 and July 13, 2015, respectively. Mr. Glade has
not received, nor will he receive in the futurey airect or indirect benefit from these loans. @iy ®, 2008, our Board also voted to require MesStadstone and
Brubaker and Ms. Gladstone to post additional taiéd for each of these loans to satisfy the regpént of the 1940 Act that the loans be fully dellalized at all
times, which collateral was subsequently postetflbgsrs. Gladstone and Brubaker and Ms. Gladstone.
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Indemnification

In our certificate of incorporation and &is, we have agreed to indemnify certain officeid @irectors by providing, among other things, thatwill
indemnify such officer or director, under the cimstances and to the extent provided for theremefpenses, damages, judgments, fines and settieinerr she
may be required to pay in actions or proceedingstwhe or she is or may be made a party by reakbis @r her position as our director, officer adher agent, to
the fullest extent permitted under Maryland law and bylaws. Notwithstanding the foregoing, thedmmhification provisions shall not protect any offior
director from liability to us or our stockholders a result of any action that would constitute fuilmisfeasance, bad faith or gross negligencéénperformance «
such officer's or director's duties, or recklessetjard of his or her obligations and duties.

Each of the Advisory and Administration Agments provide that, absent willful misfeasaned, faith or gross negligence in the performandheif duties
or by reason of the reckless disregard of theiledudnd obligations (as the same may be deterniin@ctcordance with the 1940 Act and any interpietator
guidance by the SEC or its staff thereunder), odviger, our Administrator and their respective adfis, managers, agents, employees, controllingpsrs
members and any other person or entity affiliatéth them are entitled to indemnification from us &my damages, liabilities, costs and expensetifing
reasonable attorneys' fees and amounts reasoraiblljnpsettlement) arising from the rendering of Adviser's or Administrator's services under thoi&ory or
Administration Agreements or otherwise as an investt adviser of ours.
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HOUSEHOLDING OF PROXY MATERIALS

The SEC has adopted rules that permit caepaand intermediaries (e.g., brokers) to sattséydelivery requirements for annual meeting matesvith
respect to two or more stockholders sharing theesaaidress by delivering a single set of annual imgetaterials addressed to those stockholders. grbisess,
which is commonly referred to as "householding teptially means extra convenience for stockhold@d cost savings for companies.

This year, a number of brokers with accdwitlers who are Gladstone Capital Corporationkstolclers will be "householding” our proxy materiadssingle
set of annual meeting materials will be deliver@dnultiple stockholders sharing an address unlessary instructions have been received from tlectdd
stockholders. Once you have received notice froor Yooker that it will be "householding” communicais to your address, "householding" will continumil
you are notified otherwise or until you revoke yoonsent. If, at any time, you no longer wish tatipgate in "householding" and would prefer toere a
separate set of Annual Meeting materials, pleasié/nmur broker. Direct your written request tovestor Relations at 1521 Westbranch Drive, Suite BcLean
Virginia, 22102 or call our toll-free investor rétans line at 1-866-366-5745. Stockholders who enily receive multiple copies of the annual meetirajerials at
their addresses and would like to request "housihg! of their communications should contact theivkers.

OTHER MATTERS

The Board of Directors knows of no othertters that will be presented for consideratiorhatannual meeting. If any other matters are prggedught
before the meeting, it is the intention of the passnamed in the accompanying proxy to vote on suatters in accordance with their best judgment.

By Order of the Board of Directo

T Yoo Bl

Terry L. Brubaker
Secretary

December 18, 2009
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VOTE BY INTERKNET - woenw. proxyvots.com

Use the internat to transmit your woting eetructions and for akctromes delvery of
formaton upuntil 1855 FM. Eastern Ture the day belane the cut-off date or
rw o] A%, Have your ey card i hard when you Bodess The web sde and

GLADSTONE CAPITAL CORPORATION feliow the instructions to-bitain your secands and tocreate an electroni voling
1521 WESTERANCH DRIVE HrAruction e
SUITE 200
ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS
MCLEAN, VA 22102 B you would ke 1o reduce the costs mourred by cur company in madkng ooy

atenals, you can consent to receang all future proy tatement s, prosy cands
and anrual reponts clectronically vis eomail of the imemat. To sign up for
ehecironi delieery, phease foliow the matructions abowe to vote usng 1e Infernet
anll, wehen peomgled, inddate Thal you 3Qreeto it of 30085S Doy materals
elecieomcatly in fule years

WOTE BY PHOME - 1-800.630-630%

Use any touch-tone telephore 1o transmit your voling instructions up until
1159 PM. Eastern Time the day belore the cut-off date oo meeting date
Have your prosgy card in hand when you call and then Tollow the matiuctions

WOTE BY MAIL

Mark, s aned date your prcedr cand and seturn o in U poclBoe-pad Sl we
have peonded of refm € o Vole Processng. oo Broadodge, 51 Meredes W
Eddgeweand, MY 11717

TOVOTE, MARE BLOCKS BELOW M ELUE OR ELACK INK AS FOLLOWS
MIBIST.PEETIY KEEF THIS PORTICH FOR YOUR RECORDS

THIS PROXY CARD 15 VALID ONLY WHEN SIGNED AND DATED. DETACH AHD RETURN THIS PORTIGN ONLY

GLADSTONE CAPITAL CORPORATION

The Board of Directars recommends you vote
FOR the following proposal(s):

1 To adect thies Cl
013 Annudl ke

ctors to hold office until the
ung of Steckhokderns

Hominees: For Against  Abstain
1a. Paul Adelgren ] a (0]
ib. John H. Cutland (] 1] 0
iz Dawnd Gladstone 0 ] 0
For  Againot Abstain
2. To approve a proposal to authorize us to issue and sell shares of our commeon stock at a price below our then current net asset (n} 0] (n}

value per chare

3 Torabfy the Audt Committes of the Board of Directors' selection of PrcewaterhouseCoopers LLP a5 cur independent regatersd (0] 1] 0
pullic accounning firm for our fscal year ending September 30, 2010

NOTE: In their gicration, the prowes are suthonzed 10 vela o dny other busness a5 may progerly Come Belone the mesting
ar any adjournment or posponement thereof

For address changes andfor comments, please check o
thes box and wite them on the back whare indicated
Flease inchcate o you plan to attend this mesting [ ]

es Ho

Please sign exadlly as your name(s) appea efeon Whan signing a5 athorney, executor, sdministraton or other Tidusary, pleass
yr.'q Tull Dide a5 such. Joiml owners should each S0 D!r':()l'.]“jl All F:ulr_nng-l; st g I a carporation or parinarshep, pleass S0 BN
ull corparate o partnership name, by authonzed officer

| | ||

Segnature [FLEASE SK3N WITHIN BOIX] Date Sagnature ot Owreers) Date




Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting:
The Notice and Prosy Statement and Annual Report are available at v, progyvote.com

MIRISE-PASTIZ

GLADSTONE CAPITAL CORPORATION

PROXY SOLICITED BY THE BOARD OF DIRECTORS
FOR THE 2010 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON FEBRUARY 18, 2010

The undersignad hereby appoints Gresford Gray and George Stellies I, and each of them acting individually, as
attorneys and procges of the undersigned, with Tull power of substitution, o vote all of the shares of stock of Gladkstone
Capital Corporationwhich the undersigned may be entitled to vote at the Annual Meeting of Stockholders of Gladstone
Capital Corparation 1o be held at the Hilton McLean Tyson's Comer at 7920 Jones Branch Drive, Meclean, Vo 22102,
on Thursday, February 18, 2000 a0 11 00 am Jocal tme), and at any and all postponerments, continuations and
adjournments thereof, with all powers that the undersigned would possess if personally present, upon and in respect of
the matters listed on the reverse side and in accordance with the instructions designated on the reverse side, with
discrationary authority as to any and all ather matters that may properly come before the meeting.

Unless a contrary direction is indicated, this proxy will be voted in faver of each of the nominees listed
in Propeosal 1, in favor of Proposal 2 and in faver of Proposal 3, as more specifically described in the
proxy statement. If specific instructions are indicated, this proxy will be voted in accordance therewith.

Address Changes/Comments:

(H you noled any Address ChangesTomments abowe, plesse mark cormesporading box on the revene sde |

Continued and to be signed on reverse side

QuickLinks

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS TO BE HELDN FEBRUARY 18, 201!

PROXY STATEMENT FOR THE 2010 ANNUAL MEETING OF STGEIOLDERS To Be Held On February 18, 2010
QUESTIONS AND ANSWERS ABOUT THIS PROXY MATERIAL ANIVOTING

PROPOSAL 1

ELECTION OF DIRECTORS

THE BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDER®TE IN FAVOR OF EACH NAMED NOMINEE FOR DIRECTOR.
INFORMATION REGARDING THE BOARD OF DIRECTORS AND CRPORATE GOVERNANCE

Report of the Audit Committee of the Board of Di@s(1)

Report of the Compensation Committee of the Bo&idik@ctors(2)

PROPOSAL 2

PROPOSAL 3 RATIFICATION OF SELECTION OF INDEPENDENREGISTERED PUBLIC ACCOUNTING FIRM
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANMANAGEMENT



SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE
COMPENSATION DISCUSSION AND ANALYSIS

DIRECTOR COMPENSATION FOR FISCAL 2009

CERTAIN TRANSACTIONS

HOUSEHOLDING OF PROXY MATERIALS

OTHER MATTERS



