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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED DECEMBER 31, 2013

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

COMMISSION FILE NUMBER: 814-00237

GLADSTONE CAPITAL CORPORATION

(Exact name of registrant as specified in its charter)

MARYLAND 54-2040781
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

1521 WESTBRANCH DRIVE, SUITE 100

MCLEAN, VIRGINIA 22102
(Address of principal executive office) (Zip Code)
(703) 287-5800

(Registrant s telephone number, including area code)

Table of Contents



Edgar Filing: GLADSTONE CAPITAL CORP - Form 10-Q

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yes ~ No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12 b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer = (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable date. The number of shares
of the issuer s common stock, $0.001 par value per share, outstanding as of January 31, 2014 was 21,000,160.
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GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF ASSETS AND LIABILITIES

(DOLLAR AMOUNTS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(UNAUDITED)

ASSETS

Investments at fair value

Non-Control/Non-Affiliate investments (Cost of $238,315 and $218,713, respectively)
Control investments (Cost of $93,962 and $104,113, respectively)

Affiliate investments (Cost of $9,440)

Total investments at fair value (Cost of $341,717 and $332,266, respectively)

Cash and cash equivalents
Restricted cash and cash equivalents
Interest receivable

Due from custodian

Deferred financing fees

Other assets

TOTAL ASSETS

LIABILITIES

Borrowings at fair value (Cost of $47,700 and $46,900, respectively)

Mandatorily redeemable preferred stock, $0.001 par value per share, $25 liquidation preference per
share; 4,000,000 shares authorized and 1,539,882 shares issued and outstanding

Accounts payable and accrued expenses

Interest payable

Fees due to Adviser®

Fee due to Administrator®

Other liabilities

TOTAL LIABILITIES

Commitments and contingencies®
NET ASSETS

ANALYSIS OF NET ASSETS

Common stock, $0.001 par value per share, 46,000,000 shares authorized and 21,000,160 shares issued
and outstanding

Capital in excess of par value

Note receivable from employee™

Cumulative net unrealized depreciation of investments

Cumulative net unrealized appreciation of other

Overdistributed net investment income

Accumulated net realized losses

TOTAL NET ASSETS

Table of Contents

December 31,
2013

$ 203,566
69,008
10,632

283,206

9,090
869
2,485
2,129
2,770
913

$ 301,462

$ 47,908

38,497
492
148
855
203

1,271

$ 89,374

$ 212,088

$ 21
322,936
(175)
(58,511)
(267)
(100)
(51,816)

$ 212,088

September 30,
2013

$ 181,870
64,221
10,787

256,878

13,900
1,176
2,488

16,473
3,086
1,090

$ 295,091

$ 47,102

38,497
494
170

1,706
126
1,004

$ 89,099

$ 205992

$ 21
322,936
(175)
(75,388)
(260)
(100)
(41,042)

$ 205992
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NET ASSET VALUE PER COMMON SHARE AT END OF PERIOD $ 10.10 $ 9.81

(&) Refer to Note 4 Related Party Transactions for additional information.

®)  Refer to Note 11 Commitments and Contingencies for additional information.
THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.
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GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(DOLLAR AMOUNTS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

INVESTMENT INCOME

Interest income:
Non-Control/Non-Affiliate investments
Control investments

Affiliate investments

Cash and cash equivalents

Notes receivable from employees®

Total interest income

Other income:
Non-Control/Non-Affiliate investments
Control investments

Total investment income

EXPENSES

Base management fee®

Incentive fee®

Administration fee®

Interest expense on borrowings

Dividend expense on mandatorily redeemable preferred stock
Amortization of deferred financing fees

Professional fees

Other general and administrative expenses

Expenses before credits from Adviser
Credits to fees from Adviser®

Total expenses net of credits
NET INVESTMENT INCOME

NET REALIZED AND UNREALIZED GAIN
Net realized loss:

Non-Control/Non-Affiliate investments

Control investments

Total net realized loss

Net unrealized appreciation (depreciation):
Non-Control/Non-Affiliate investments
Control investments

Affiliate investments

Other

Table of Contents

(UNAUDITED)

Three Months Ended December 31,

2013

$ 6,399

1,569
219

4

8,191

200

8,392

1,456
974
203
615
686
315
290
321

4,860
(878)

3,982

4,410

(10,774)

(10,774)

2,094

14,938
(155)
)

$

2012
7,314
812

1
53

8,180

1,648

9,828

1,432
1,215
150
856
686
256
258
317

5,170
(201)

4,969

4,859

(641)
(2,407)

(3,048)

(86)
4,971

1,670
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Total net unrealized appreciation

Net realized and unrealized gain

NET INCREASE IN NET ASSETS RESULTING FROM OPERATIONS

BASIC AND DILUTED PER COMMON SHARE:
Net investment income

Net increase in net assets resulting from operations

WEIGHTED AVERAGE SHARES OF COMMON STOCK OUTSTANDING:
Basic and Diluted

(&) Refer to Note 4 Related Party Transactions for additional information.

Form 10-Q
16,870
6,096
$ 10,506
$ 0.21
$ 0.50
21,000,160

6,555

3,507

$ 8,366
$ 0.23
$ 0.40
21,000,160

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.

Table of Contents



Edgar Filing: GLADSTONE CAPITAL CORP - Form 10-Q

Table of Conten

GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

(DOLLAR AMOUNTS IN THOUSANDS)

(UNAUDITED)
Three Months Ended December 31,
2013 2012

OPERATIONS
Net investment income $ 4,410 $ 4,859
Net realized loss on investments (10,774) (3,048)
Net unrealized appreciation of investments 16,877 4,885
Net unrealized (appreciation) depreciation of other 7 1,670
Net increase in net assets resulting from operations 10,506 8,366
DISTRIBUTIONS
Distributions to common stockholders (4,410) (4,410)
NET INCREASE IN NET ASSETS 6,096 3,956
NET ASSETS, BEGINNING OF PERIOD 205,992 188,564
NET ASSETS, END OF PERIOD $ 212,088 $ 192,520

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.
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GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(DOLLAR AMOUNTS IN THOUSANDS)

CASH FLOWS FROM OPERATING ACTIVITIES
Net increase in net assets resulting from operations

Adjustments to reconcile net increase in net assets resulting from operations to net cash (used in) provided

by operating activities:

Purchase of investments

Principal repayments on investments

Proceeds from sale of investments

Increase in investment balance due to paid-in-kind interest
Net change in premiums, discounts and amortization

Net realized loss on investments

Net unrealized appreciation of investments

Net unrealized appreciation (depreciation) of other
Decrease (increase) in restricted cash and cash equivalents
Amortization of deferred financing fees

Decrease in interest receivable

Decrease (increase) in due from custodian

Decrease in other assets

Decrease in accounts payable and accrued expenses
Decrease in interest payable

Decrease in fees due to Adviser®

Increase (decrease) in fee due to Administrator®)

Increase (decrease) in other liabilities

Net cash (used in) provided by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings

Repayments on borrowings

Distributions paid to common stockholders

Net cash used in financing activities

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

(W) Refer to Note 4 Related Party Transactions for additional information.

(UNAUDITED)

Three Months Ended December 31,

2013

$ 10,506

(44,881)
24,667

(53)
84
10,732
(16,877)
7
307
315
3
14,344
177
(2
(22)
(851)
77
267

(1,200)
42,400
(41,600)

(4,410)

(3,610)

(4,810)
13,900

$ 9,090

$

$

2012

8,366

(51,818)
50,596
5918

474
3,162
(4,885)
(1,670)
(849)
257

32
(688)

254
(80)
(12)
(46)
24
(45)

8,942

44,000
(47,000)
(4,410)

(7,410)

1,532
9,857

11,389

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.
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Company(A)

GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED SCHEDULE OF INVESTMENTS

DECEMBER 31, 2013

(DOLLAR AMOUNTS IN THOUSANDS)

Industry

NON-CONTROL/NON-AFFILIATE INVESTMENTS®™):

Non-syndicated investments:

AG Transportation Holdings, LLC

Allison Publications, LLC

Alloy Die Casting Co.

BAS Broadcasting

Behrens Manufacturing, LLC

Chinese Yellow Pages Company

Francis Drilling Fluids, Ltd.

Funko, LLC

GFRC Holdings, LLC

Table of Contents

Cargo transport

Printing and publishing

Diversified/conglomerate
manufacturing

Broadcasting and
entertainment

Diversified/conglomerate
manufacturing

Printing and publishing

Oil and gas

Personal and non-durable
consumer products

Buildings and real estate

(UNAUDITED)

Investment(®)

Senior Subordinated Term Debt (13.3%, Due
3/2018)®)

Member Profit Participation (18.0% ownership)®
G)

Profit Participation Warrants (7.0% ownership)®
G)

Line of Credit, $0 available (8.3%, Due 9/2016)D)
Senior Term Debt (8.3% , Due 9/2018)®)
Senior Term Debt (13.0% , Due 9/2018)© (D)

Senior Term Debt (13.5%, Due 10/2018)(M

Preferred Stock (1,742 shares)(© (O
Common Stock (270 shares)(© @

Senior Term Debt (11.5%, Due 7/2013)(®)

Senior Term Debt (13.0%, Due 12/2018)(D

Preferred Stock (1,253 shares)(©@ O (L)

Line of Credit, $0 available (7.3%, Due 2/2015)®)

Senior Subordinated Term Debt (12.0%, Due
11/2017)®)

Preferred Equity Units (999 units)® (G
Common Equity Units (999 units)® G

Senior Subordinated Term Debt (12.0% and 1.5%
PIK, Due 5/2019)®)
Preferred Equity Units (1,305 units)® (G

Senior Term Debt (10.5%, Due 6/2016)®)

Principal

$ 13,000

600
2,875
5,400

5,235

7,465

4,275

198
15,000

7,558

4,924
6,598

Cost

$ 12,839

1,000

244

14,083

600
2,875
5,400

8,875
5,235

1,742
18

6,995
7,465

4,275
1,253
5,528

198
15,000

999
1

16,000
7,558
1,305

8,863

4,924
6,598

Fair Value

$ 13,065

13,065

599
2,871
5,393

8,863
5,235

1,742
18

6,995
560

4,275
1,253
5,528

114
14,700

73

14,773
7,672

2,235

9,907

3,447
4,619

11



Heartland Communications Group

International Junior Golf Training
Acquisition Company

J.America, Inc.

Leeds Novamark Capital I, L.P.

Legend Communications of
Wyoming, LLC

Table of Contents
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Broadcasting and
entertainment

Leisure, amusement,
motion

pictures and
entertainment

Personal and non-durable
consumer products

Private equity fund
healthcare, education and
childcare

Broadcasting and
entertainment

Senior Subordinated Term Debt (13.0%, Due
6/2016)D)

Line of Credit, $0 available (5.0%, Due 3/2014)D)
Line of Credit, $0 available (10.0%, Due 3/2014)(®)

Senior Term Debt (5.0%, Due 3/2014)(D)
Common Stock Warrants (8.8% ownership)® (G

Line of Credit, $0 available (11.0%, Due 5/2014)®D)
Senior Term Debt (10.5%, Due 5/2014)(D)

Senior Term Debt (12.5%, Due 5/2014)(©) (D)

Senior Subordinated Term Debt (10.4%, Due
12/2019)®
Senior Subordinated Term Debt (11.5%, Due
12/2019)M

Limited Partnership Interest (8.4% ownership,
$2,800 uncalled capital commitment)(© M)

Senior Term Debt (12.0%, Due 12/2013)D)

100

100
4,342

2,250
61

2,700

7,500

9,500

6,874

11,522
100
100

4,342
66

4,608
2,250

61
2,700
5,011
7,500

9,500

17,000
173

6,874

8,066
12

12
521

545
1,125

31

1,350

2,506
7,500

9,500

17,000

1,203

12
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Company(A)

GLADSTONE CAPITAL CORPORATION

DECEMBER 31, 2013

(DOLLAR AMOUNTS IN THOUSANDS)

Industry

(UNAUDITED)

Investment(®)

NON-CONTROL/NON-AFFILIATE INVESTMENTS® (Continued):

Meridian Rack & Pinion, Inc.

North American Aircraft Services,

LLC

Ohana Media Group

POP Radio, LLC

Precision Acquisition Group
Holdings, Inc.

Saunders & Associates

Sunburst Media Louisiana, LLC

Thibaut Acquisition Co.

Westland Technologies, Inc.

Table of Contents

Automobile

Aerospace and defense

Broadcasting and
entertainment

Broadcasting and
entertainment

Machinery

Electronics

Broadcasting and
entertainment

Home and office
furnishings, housewares
and durable consumer
products

Diversified/conglomerate
manufacturing

Senior Term Debt (13.5%, Due 12/2018)®
Preferred Stock (1,449 shares)(© O

Senior Subordinated Term Debt (11.8%, Due
8/2016)®)

Senior Subordinated Term Debt (12.5%, Due
8/2016)®)

Common Stock Warrants (35,000 shares)® (G)

Senior Term Debt (10.0%, Due 10/2016)®)

Senior Term Debt (11.8%, Due 5/2017)¥)

Junior Subordinated Term Debt (11.0% PIK, Due
11/2017)®
Participation Unit (2.4% ownership)© )

Equipment Note (13.0%, Due 3/2014)D)

Senior Term Debt (13.0%, Due 3/2014)D)
Senior Term Debt (13.0%, Due 3/2014)©) (D)

Line of Credit, $0 available (11.3%, Due 5/2013)®)
Senior Term Debt (11.3%, Due 5/2013)®)

Senior Term Debt (10.5%, Due 2/2014)D)

Line of Credit, $1,000 available (9.0%, Due
8/2014)®)

Senior Term Debt (12.0%, Due 8/2014)(©) (D)

Senior Term Debt (7.5%, Due 4/2016)(®)

CONDENSED CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)

Principal

$ 4,140

4,750

2,820

1,453

7,134

556

1,000

4,125
4,053

917
8,947

6,026

2,369

650

Cost

4,140
1,449

5,589

4,750

2,820

350

7,920
1,453

7,134
496
75
7,705
1,000

4,125
4,053

9,178

917
8,947

9,864
6,026

2,369

2,369
650

Fair Value

$ 4,140
1,449

5,589
4,797
2,848

955

8,600
1,422

7,134
556
145

7,835
705

2,908
2,857

6,470

825
8,052

8,877
422

2,416

2,416
566

13



Subtotal

Syndicated Investments:

Allied Security Holdings, LLC

Ameriqual Group, LLC

Ardent Medical Services, Inc.

ARSloane Acquisition, LLC

Ascend Learning, LLC

Autoparts Holdings Limited

Blue Coat Systems, Inc.

Envision Acquisition Company,
LLC

First American Payment Systems,
L.P.

Table of Contents

Edgar Filing: GLADSTONE CAPITAL CORP - Form 10-Q

Non-syndicated investments

Personal, food and
miscellaneous services

Beverage, food and
tobacco

Healthcare, education
and childcare

Printing and publishing

Healthcare, education
and childcare

Automobile
Electronics
Healthcare, education

and childcare

Finance

Senior Term Debt (12.5%, Due 4/2016)(D) 4,000
Common Stock Warrants (77,287 shares)® (G)

Senior Subordinated Term Debt (9.8%, Due $ 1,000
2/2018)(E)

Senior Term Debt (9.0% and 1.3% PIK, Due 7,313
3/2016)®

Senior Subordinated Term Debt (11.0%, Due 4,000
1/2019)®

Senior Subordinated Term Debt (11.8%, Due 5,000
9/2020)(E)

Senior Subordinated Term Debt (11.5%, Due 1,000
12/2017)®)

Senior Term Debt (10.5%, Due 1/2018)(E) 1,000
Senior Subordinated Term Debt (9.5%, Due 3,000
6/2020)E)

Senior Subordinated Term Debt (9.8%, Due 2,500
11/2021)®

Senior Subordinated Term Debt (10.8%, Due 4,500

4/2019)®

4,000
350

5,000

$ 168,299

$ 993

7,236

3,930

4,920

981

997
2,971

2,451

4,470

3,480

4,046

$ 134,975

$ 1,007

7,020

4,030

4,900

1,000

930
3,060

2,506

4,264

14
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GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)

Company(A)

DECEMBER 31, 2013

(DOLLAR AMOUNTS IN THOUSANDS)

Industry

(UNAUDITED)

Investment(®)

NON-CONTROL/NON-AFFILIATE INVESTMENTS® (Continued):

New Trident Holdcorp, Inc.

PLATO Learning, Inc.

RP Crown Parent, LLC

Sensus USA, Inc.

Steinway Musical Instruments, Inc.

SumTotal Systems, Inc.

Targus Group International, Inc.

The Active Network, Inc.

Vision Solutions, Inc.

Vitera Healthcare Solutions, LLC

W3, Co.

Wall Street Systems Holdings, Inc.

WP Evenflo Group Holdings, Inc.

Subtotal Syndicated investments

Healthcare, education
and childcare

Healthcare, education
and childcare

Electronics
Electronics

Personal and
non-durable consumer
products

Electronics

Textiles and leather

Electronics
Electronics

Healthcare, education
and childcare

Oil and gas
Electronics

Diversified/conglomerate
manufacturing

Senior Subordinated Term Debt (10.3%, Due
7/2020)E)

Senior Subordinated Term Debt (11.3%, Due
5/2019)®)

Senior Subordinated Term Debt (11.3%, Due
12/2019)(E)

Senior Term Debt (8.5%, Due 5/2018)E)

Senior Subordinated Term Debt (9.3%, Due
9/2020)®

Senior Subordinated Term Debt (10.3%, Due
5/2019)®)

Senior Term Debt (11.0% and 1.0% PIK, Due
5/2016)E)

Senior Subordinated Term Debt (9.5%, Due
11/2021)®)

Senior Term Debt (9.5%, Due 7/2017)E)

Senior Subordinated Term Debt (9.3%, Due
11/2021)®)

Senior Subordinated Term Debt (9.3%, Due
9/2020)®

Senior Term Debt (9.3%, Due 10/2020)E)

Senior Preferred Equity (333 shares)® (G)

Junior Preferred Equity (111 shares)® (G
Common Stock (1,874 shares)® G

Total Non-Control/Non-Affiliate Investments (represented 71.9% of total investments at fair value)

CONTROL INVESTMENTS©):

Defiance Integrated Technologies,
Inc.

Table of Contents

Automobile

Senior Subordinated Term Debt (11.0%, Due
4/2016)©) &)
Common Stock (15,500 shares)® (G)

Principal

$ 4,000

5,000

2,000

500

250

4,000

9,322

1,000

11,000
500

499

3,000

$ 6,785

Cost

$ 3,986

4,916

1,964

497

247

3,930

9,213

995

10,942
493

494

2,946
333

111

444

$ 70,016

$ 238,315

$ 6,785

1

Fair Value

$ 4,000

5,000

2,020

498

257

3,930

7,598

1,015

11,055
503

501

3,030
467

467
$ 68,591

$ 203,566

$ 6,785

1,663

15



Lindmark Acquisition, LLC

Midwest Metal Distribution, Inc.

RBC Acquisition Corp.

Table of Contents
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Broadcasting and
entertainment

Mining, steel, iron and
non-precious metals

Healthcare, education
and childcare

Senior Subordinated Term Debt (25.0%, Due
Upon

Demand®

Success Fee on Senior Subordinated Term Debt(F)
Common Stock (100 shares)® (G

Senior Subordinated Term Debt (12.0%, Due
7/2015)D)

Preferred Stock (2,175 shares)® (G (L)
Common Stock (501 shares)® (G)

Line of Credit, $0 available (9.0%, Due 6/2014)®)

Mortgage Note (9.5%, Due 12/2014)®
Senior Term Debt (12.0%, Due 12/2014)(©) ®
Senior Subordinated Term Debt (12.5%, Due
12/2014)®

Preferred Stock (2,299,000 shares)® (G) (L)
Common Stock (2,000,000 shares)® (G

18,281

4,000

6,941
11,392
6,000

6,786

317
317
18,281

2,175
138

20,594
4,000
6,941

11,392
6,000

2,299
370

31,002

8,448

932

932
18,098

18,098

4,000
6,941
11,392
6,000

2,519
3,367

34,219

16
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GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)

DECEMBER 31, 2013

(DOLLAR AMOUNTS IN THOUSANDS)

(UNAUDITED)
Company(A) Industry Investment®) Principal Cost Fair Value
CONTROL INVESTMENTS() (Continued):
Sunshine Media Holdings Printing and Line of credit, $400 available (4.8%, Due 8/2014)®  § 1,600 $ 1,600 $ 400
publishing (H)
Senior Term Debt (4.8%, Due 5/2016)®) (H) 16,948 16,948 4,236
Senior Term Debt (5.5%, Due 5/2016)(©) (D) (H) 10,700 10,700 2,675
Preferred Equity (15,270 shares)® (G (L) 5,275
Common Stock (1,867 shares)® (G) 740

Common Stock Warrants (72 shares)® (G)

35,263 7,311
Total Control Investments (represented 24.4% of total investments at fair value) $ 93,962 $ 69,008
AFFILATE INVESTMENTS®):
Ashland Acquisition, LLC Printing and Line of Credit, $1,500 available (12.0%, Due $ $ $
publishing 7/2016)(D)
Senior Term Debt (12.0%, Due 7/2018)(® 7,000 7,000 7,062
Common Equity Units (4,400 units)® (G) 440 223
Preferred Equity Units (4,400 units)® (G)
7,440 7,285
FedCap Partners, LLC Private equity fund Class A Membership Units (80 units)(©® () 2,000 3,347
aerospace and
defense
Total Affiliate Investments (represented 3.7 % of total investments at fair value) $ 9,440 $ 10,632
TOTAL INVESTMENTS $ 341,717 $ 283,206

(A Certain of the securities listed in the above schedule are issued by affiliate(s) of the indicated portfolio company.

(B)  Percentages represent cash interest rates in effect as of December 31, 2013, and due dates represent the contractual maturity date. If applicable, paid-in-kind
( PIK ) interest rates are noted separately from the cash interest rates. Senior debt securities generally take the form of first priority liens on the assets of the
underlying businesses.

(©  Last out tranche ( LOT ) of senior debt, meaning if the portfolio company is liquidated, the holder of the LOT is paid after the senior debt.

(D) Fair value was primarily based on opinions of value submitted by Standard & Poor s Securities Evaluations, Inc.

(E)  Security valued based on the indicative bid price on or near December 31, 2013, offered by the respective syndication agent s trading desk or secondary desk.

() Fair value was primarily based on the total enterprise value of the portfolio company using a liquidity waterfall approach. We also considered discounted cash
flow methodologies.

(®  Security is non-income producing.

(H) " Debt security is on non-accrual status.

@ New proprietary portfolio investment valued at cost, as it was determined that the price paid during the three months ended December 31, 2013, best
represents fair value as of December 31, 2013.
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Subsequent to December 31, 2013, our investment in Pop Radio, LLC paid off and therefore was valued at the pay off amount as of December 31, 2013.
There are certain limitations on our ability to transfer our units owned prior to dissolution of the entity, which must occur no later than May 3, 2020. No

Class A member may withdraw or resign from the entity prior to the dissolution and winding up of the entity.

Aggregates all shares of such class of stock owned without regard to specific series owned within such class, some series of which may or may not be voting
shares.

There are certain limitations on our ability to withdraw our partnership interest prior to dissolution of the entity, which must occur no later than ten years after
the not yet determined final closing date or two years after all outstanding leverage has matured.

Non-Control/Non-Affiliate investments, as defined by the Investment Company Act of 1940, as amended, (the 1940 Act ), are those that are neither Control
nor Affiliate investments and in which we own less than 5.0% of the issued and outstanding voting securities.

Control investments, as defined by the 1940 Act, are those where we have the power to exercise a controlling influence over the management or policies of
the portfolio company, which may include owning, with the power to vote, more than 25.0% of the issued and outstanding voting securities.

Affiliate investments, as defined by the 1940 Act, are those in which we own, with the power to vote, between and inclusive of 5.0% and 25.0% of the issued
and outstanding voting securities.

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.

10
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Company(A)

GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED SCHEDULE OF INVESTMENTS

SEPTEMBER 30, 2013

(DOLLAR AMOUNTS IN THOUSANDS)

Industry

NON-CONTROL/NON-AFFILIATE INVESTMENTS®):

Non-syndicated investments:

AG Transportation Holdings, LLC

Allen Edmonds Shoe Corporation

Allison Publications, LLC

BAS Broadcasting

Chinese Yellow Pages Company

Francis Drilling Fluids, Ltd.

Funko, LLC

GFRC Holdings, LLC

Heartland Communications Group

Table of Contents

Cargo transport

Personal and
non-durable consumer
products

Printing and
publishing

Broadcasting and
entertainment

Printing and
publishing

Oil and gas

Personal and
non-durable consumer
products

Buildings and real
estate

Broadcasting and
entertainment

Investment®)

Senior Subordinated Term Debt (13.3%, Due
3/2018)D)

Member Profit Participation (18.0% ownership)® (G)
Profit Participation Warrants (7.0% ownership)® (@

Senior Subordinated Term Debt (11.3%, Due
12/2015)D)

Line of Credit, $0 available (8.3%, Due 9/2016)D)

Senior Term Debt (8.3% , Due 9/2018)®)
Senior Term Debt (13.0% , Due 9/2018)(©) (D)

Senior Term Debt (11.5%, Due 7/2013)D)

Line of Credit, $0 available (7.3%, Due 2/2015)®)

Senior Subordinated Term Debt (12.0%, Due
11/2017)D

Preferred Equity Units (999 units)® (G
Common Equity Units (999 units)® &

Senior Subordinated Term Debt (12.0% and 1.5%
PIK, Due 5/2019)D)

Preferred Equity Units (1,250 units)® (G

Line of Credit, $100 available (8.7%, Due
12/2013)M®) M

Senior Term Debt (10.5%, Due 12/2013)(®) @O
Senior Subordinated Term Debt (13.0%, Due
12/2013)M®) M

Line of Credit, $0 available (5.0%, Due 3/2014)®)

Line of Credit, $0 available (10.0%, Due 3/2014)®)

Principal

$ 13,000

19,483

600

2,875
5,400

7,465

243

15,000

7,530

100

4,924
6,598

100

100

Cost

$12,818

1,000
244

14,062
19,483

600

2,875
5,400

8,875

7,465

243

15,000

999

16,000
7,530

1,250
8,780
100

4,924
6,598

11,622
100

100

Fair
Value

$ 12,984

12,984
19,604

594

2,846
5,346

8,786
373

148

14,475

192

14,667
7,530

1,646
9,176
55

2,708
3,629

6,392
20

20
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International Junior Golf Training
Acquisition Company

Leeds Novamark Capital I, L.P.

Legend Communications of Wyoming,
LLC

Table of Contents

Leisure, amusement,
motion pictures and
entertainment

Private equity fund
healthcare, education
and childcare

Broadcasting and
entertainment

Senior Term Debt (5.0%, Due 3/2014)D)
Common Stock Warrants (8.8% ownership)® (@)

Line of Credit, $0 available (11.0%, Due 5/2014)®)

Senior Term Debt (10.5%, Due 12/2013)®)
Senior Term Debt (12.5%, Due 5/2014)©) (D)

Limited Partnership Interest (8.4% ownership, $2,700
uncalled capital commitment)(©) (O)

Senior Term Debt (11.0%, Due 12/2013)®)

11

4,342

2,250

261
2,500

6,874

4,342
66

4,608
2,250

261
2,500

5,011
253

6,874

868

908
1,238

144
1,375

2,757
253

1,203
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GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)

Company(A)

SEPTEMBER 30, 2013

(DOLLAR AMOUNTS IN THOUSANDS)

Industry

Investment®)

NON-CONTROL/NON-AFFILIATE INVESTMENTS®) (Continued):

North American Aircraft Services,
LLC

Ohana Media Group

POP Radio, LLC

Precision Acquisition Group
Holdings, Inc.

PROFIT Systems Acquisition Co.

Saunders & Associates

Sunburst Media Louisiana, LLC

Thibaut Acquisition Co.

Westland Technologies, Inc.

Table of Contents

Aerospace and defense

Broadcasting and
entertainment

Broadcasting and
entertainment

Machinery

Electronics

Electronics

Broadcasting and
entertainment

Home and office
furnishings, housewares
and durable consumer
products

Diversified/conglomerate
manufacturing

Senior Subordinated Term Debt (11.8%, Due
8/2016)D)

Senior Subordinated Term Debt (12.5%, Due
8/2016)D)

Common Stock Warrants (35,000 shares)® (G)

Senior Term Debt (10.0%, Due 10/2016)®)

Senior Term Debt (11.8%, Due 5/2017)®)
Junior Subordinated Term Debt (11.0% PIK, Due

11/2017)®)
Participation Unit (2.4% ownership)® (G

Equipment Note (11.0%, Due 3/2014)®) (L)

Senior Term Debt (11.0%, Due 3/2014)D) L)
Senior Term Debt (11.0%, Due 3/2014)(©) ©) @)

Senior Term Debt (10.5%, Due 7/2014)(©) (D) (K)

Line of Credit, $0 available (11.3%, Due 5/2013)®D)
Senior Term Debt (11.3%, Due 5/2013)®)

Senior Term Debt (10.5%, Due 11/2013)®D)

Line of Credit, $875 available (9.0%, Due 1/2014)®)

()

Senior Term Debt (12.0%, Due 1/2014)© D) ()

Senior Term Debt (7.5%, Due 4/2016)(®)

Senior Term Debt (12.5%, Due 4/2016)D)
Common Stock Warrants (77,287 shares)® (G)

Principal

$ 4,750

2,820

1,472

9,422

556

1,000

4,125
4,053

1,950

917
8,947

6,000

125

2,500

850

4,000

Cost

$ 4,750
2,820
350

7,920
1,472

9,422
494
75
9,991
1,000

4,125
4,053

9,178
1,950

917
8,947

9,864
6,000

125

2,500

2,625
850

4,000
350

5,200

Fair
Value

$ 4774
2,834
774

8,382
1,432

9,540

561

10,101
700

2,888
2,837

6,425
1,950

779
7,605

8,384
600

126

2,525

2,651
723

3,400
18

4,141
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Subtotal Non-syndicated investments

Syndicated Investments:

Allied Security Holdings, LLC

Ameriqual Group, LLC

Ardent Medical Services, Inc.

Ascend Learning, LLC

Autoparts Holdings Limited

Blue Coat Systems, Inc.

First American Payment Systems,
L.P.

New Trident Holdcorp, Inc.

PLATO Learning, Inc.

Table of Contents

Personal, food and
miscellaneous services

Beverage, food and
tobacco

Healthcare, education
and childcare

Healthcare, education
and childcare

Automobile

Electronics

Finance

Healthcare, education
and childcare

Healthcare, education
and childcare

Senior Subordinated Term Debt (9.8%, Due
2/2018)®)

Senior Term Debt (9.0%, Due 3/2016)(E)

Senior Subordinated Term Debt (11.0%, Due
1/2019)®)

Senior Subordinated Term Debt (11.5%, Due
12/2017)®

Senior Term Debt (10.5%, Due 1/2018)®)

Senior Subordinated Term Debt (9.5%, Due
6/2020)®

Senior Subordinated Term Debt (10.8%, Due
4/2019)E)

Senior Subordinated Term Debt (10.3%, Due
7/2020)E)

Senior Subordinated Term Debt (11.3%, Due
5/2019)®

12

$

1,000

7,331

4,000

1,000

1,000
3,000

4,500

4,000

5,000

$ 157,476

992

7,248

3,927

980

996
2,971

4,469

3,985

4,914

$ 121,317

$

1,008

7,038

4,070

1,000

969
3,015

4,489

4,025

5,000
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GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)

Company(A)

SEPTEMBER 30, 2013

(DOLLAR AMOUNTS IN THOUSANDS)

Industry

Investment(®)

NON-CONTROL/NON-AFFILIATE INVESTMENTS®) (Continued):

RP Crown Parent, LLC

Sensus USA, Inc.

Steinway Musical Instruments, Inc.

SumTotal Systems, Inc.

Targus Group International, Inc.

Vision Solutions, Inc.

W3, Co.

Wall Street Systems Holdings, Inc.

WP Evenflo Group Holdings, Inc.

Subtotal Syndicated investments

Electronics
Electronics

Personal and
non-durable consumer
products

Electronics

Textiles and leather

Electronics

Oil and gas
Electronics

Diversified/conglomerate
manufacturing

Senior Subordinated Term Debt (11.3%, Due
12/2019)E)

Senior Term Debt (8.5%, Due 5/2018)E)

Senior Subordinated Term Debt (9.3%, Due
9/2020)(E)

Senior Subordinated Term Debt (10.3%, Due
5/2019)®

Senior Term Debt (11.0% and 1.0% PIK, Due
5/2016)®

Senior Term Debt (9.5%, Due 7/2017)E)

Senior Subordinated Term Debt (9.3%, Due
9/2020)E)

Senior Term Debt (9.3%, Due 10/2020)(E)
Senior Preferred Equity (333 shares)® (©

Junior Preferred Equity (111 shares)® (©)
Common Stock (1,874 shares)® (G

Total Non-Control/Non-Affiliate Investments (represented 70.8% of total investments at fair value)

CONTROL INVESTMENTSQ):

Defiance Integrated Technologies,
Inc.

Lindmark Acquisition, LLC

LocalTel, LLC

Table of Contents

Automobile

Broadcasting and
entertainment

Printing and publishing

Senior Subordinated Term Debt (11.0%, Due
4/2016)© &
Common Stock (15,500 shares)® (G)

Senior Subordinated Term Debt (25.0%, Due Upon
Demand®

Success Fee on Senior Subordinated Term Debt(®)
Common Stock (100 shares)® (G)

Line of credit, $199 available (10.0%, Due
6/2014)® (H)

Principal

$ 2,000

500

250

4,000

9,418

11,000
499

3,000

$ 6,865

3,285

1,170

Cost

$ 1,963

496
247

3,928

9,299

10,939
494

2,945
333

111

444

$ 61,237

$ 218,713

$ 6,865

1

6,866

317

317
3,285

1,170

Fair
Value

$ 2,025

485

252

3,940

8,476

10,890
507

3,023
341

341
$ 60,553

$ 181,870

$ 6,865

1,867

8,732

916

916
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Midwest Metal Distribution, Inc.

RBC Acquisition Corp.
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Mining, steel, iron and
non-precious metals

Healthcare, education
and childcare

Line of Credit, $1,830 available (4.7%, Due
6/2014)® (H)

Senior Term Debt (12.5%, Due 6/2014)® (H)
Senior Term Debt (8.5%, Due 6/2014)® H)
Senior Term Debt (10.5%, Due 6/2014)(© (F) ()
Common Stock Warrants (4,000 shares)® (G)

Senior Subordinated Term Debt (12.0%, Due
7/2015)®)

Preferred Stock (2,000 shares)® (G) (N)
Common Stock (501 shares)® (G)

Line of Credit, $0 available (9.0%, Due 6/2014)®)

Mortgage Note (9.5%, Due 12/2014)®
Senior Term Debt (12.0%, Due 12/2014)©) &)
Senior Subordinated Term Debt (12.5%, Due
12/2014)®

Preferred Stock (2,299,000 shares)® (G (N)
Common Stock (2,000,000 shares)® (G

13

325
2,688
2,750

18,281

4,000

6,969
11,392
6,000

325
2,688
2,750

10,218
18,281

2,000
138

20,419
4,000
6,969

11,392
6,000

2,299
370

31,030

17,733

17,733

4,000
6,969
11,392
6,000

2,447
183

30,991
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GLADSTONE CAPITAL CORPORATION

CONDENSED CONSOLIDATED SCHEDULE OF INVESTMENTS (Continued)

SEPTEMBER 30, 2013

(DOLLAR AMOUNTS IN THOUSANDS)

Fair
Company(A) Industry Investment®) Principal Cost Value
CONTROL INVESTMENTS(Q (Continued):
Sunshine Media Holdings Printing and Line of credit, $400 available (4.8%, Due 8/2014)®) $ 1,600 $ 1,600 $ 320
publishing (H)
Senior Term Debt (4.8%, Due 5/2016)D) (H) 16,948 16,948 3,389
Senior Term Debt (5.5%, Due 5/2016)(©) (D) (H) 10,700 10,700 2,140
Preferred Equity (15,270 shares)® (G M) 5,275
Common Stock (1,867 shares)® (G 740
Common Stock Warrants (72 shares)
35,263 5,849
Total Control Investments (represented 25.0% of total investments at fair value) $ 104,113 $ 64,221
AFFILATE INVESTMENTS®) ;
Ashland Acquisition, LLC Printing and Line of Credit, $1,500 available (12.0%, Due $ $ $
publishing 7/2016)D)
Senior Term Debt (12.0%, Due 7/2018)(D) 7,000 7,000 7,000
Common Equity Units (8,800 units)® (G) (N) 440 440
7,440 7,440
FedCap Partners, LLC Private equity fund Class A Membership Units (80 units)(© M) 2,000 3,347
aerospace and defense
Total Affiliate Investments (represented 4.2% of total investments at fair value) $ 9,440 $ 10,787
TOTAL INVESTMENTS®) $ 332,266 $ 256,878

(A) Certain of the securities listed in the above schedule are issued by affiliate(s) of the indicated portfolio company.

(B)  Percentages represent cash interest rates in effect as of September 30, 2013, and due dates represent the contractual maturity date. If applicable, PIK interest
rates are noted separately from the cash interest rates. Senior debt securities generally take the form of first priority liens on the assets of the underlying
businesses.

(©  LOT of senior debt, meaning if the portfolio company is liquidated, the holder of the LOT is paid after the senior debt.

(D) Fair value was primarily based on opinions of value submitted by Standard & Poor s Securities Evaluations, Inc.

(E)  Security valued based on the indicative bid price on or near September 30, 2013, offered by the respective syndication agent s trading desk or secondary desk.

() Fair value was primarily based on the total enterprise value of the portfolio company using a liquidity waterfall approach. We also considered discounted cash
flow methodologies.

(®  Security is non-income producing.

(H) " Debt security is on non-accrual status.

@ Subsequent to September 30, 2013, the maturity on GFRC Holdings, LLC s debt was extended until June 30, 2016 and the GFRC Holdings, LLC s line of
credit was repaid in full and terminated.

() Subsequent to September 30, 2013, the maturity on Thibaut Acquisition Co. s debt was extended until December 11, 2014.

() Subsequent to September 30, 2013, the investment was paid off at par and therefore was valued at the pay off amount as of September 30, 2013.

(L) Effective October 1, 2013, Precision Acquisition Group Holdings, Inc. s debt interest rates increased to 13.0%.
™M)
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There are certain limitations on our ability to transfer our units owned prior to dissolution of the entity, which must occur no later than May 3, 2020. No

Class A member may withdraw or resign from the entity prior to the dissolution and winding up of the entity.

Aggregates all shares of such class of stock owned without regard to specific series owned within such class, some series of which may or may not be voting
shares.

There are certain limitations on our ability to withdraw our partnership interest prior to dissolution of the entity, which must occur no later than ten years after
the not yet determined final closing date or two years after all outstanding leverage has matured.

Non-Control/Non-Affiliate investments, as defined by the Investment Company Act of 1940, as amended, (the 1940 Act ), are those that are neither Control
nor Affiliate investments and in which we own less than 5.0% of the issued and outstanding voting securities.

Control investments, as defined by the 1940 Act, are those where we have the power to exercise a controlling influence over the management or policies of
the portfolio company, which may include owning, with the power to vote, more than 25.0% of the issued and outstanding voting securities.

Affiliate investments, as defined by the 1940 Act, are those in which we own, with the power to vote, between and inclusive of 5.0% and 25.0% of the issued
and outstanding voting securities.

Cumulative gross unrealized depreciation for federal income tax purposes is $83.7 million; cumulative gross unrealized appreciation for federal income tax
purposes is $5.5 million. Cumulative net unrealized depreciation is $78.2 million, based on a tax cost of $335.1 million.

THE ACCOMPANYING