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EXPLANATORY NOTE

Gladstone Investment Corporation is re-filing thisfinitive Proxy Statement related to its 2007 AalhMeeting of Stockholders to correct an
inadvertent SEC tagging and clerical error, whiahsed this document to be designated as "Definitdditional Materials" on the SEC's
EDGAR filing system (Submission Type DEFA14A). Upealization of the error, the Registrant diredtest the submission be filed again,
in its entirety, using the correct EDGAR Submissigipe DEF14A.

All other items remain unchanged from the origifilaig.




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

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON AUGUST 8, 2007

To The Stockholders of Gladstone Investment Cotjmra
Notice Is Hereby Given that the Annual Meeting tdc&holders of Gladstone Investment CorporatioRgtaware corporation, will be
held on Wednesday, August 8, 2007 at 11:00 a.mal toue at the Hilton McLean Tysons Corner at 79860es Branch Drive, McLean,
Virginia 22102 for the following purposes:
(1) To elect three directors to hold ddfientil the 2010 Annual Meeting of Stockholders.
(2) To approve a series of amendmentsitdundamental policies to repeal such policiefodsws:
A) to repeal the policy which relates to our abiliyittvest in securities of a particular issuer;

B) to repeal the policy which relates to our undeingitactivities;

C) to repeal the policy which relates to our abiliypurchase or sell real estate or interests inastalke or real estate
investment trusts;

D) to repeal the policy which relates to our abilitysell securities short;
E) to repeal the policy which relates to our abiltypurchase securities on margin;
F) to repeal the policy which relates to our abilityirite or buy put or call options;

G) to repeal the policy which relates to our abiliyetngage in the purchase or sale of commoditiesmmodity contracts,
including futures contracts; and

H) to repeal the policy which relates to our abilityaicquire voting stock of, or investing in, anys#tes issued by any
other investment company.

3) To transact such other business aspraperly come before the meeting or any adjourriroepostponement thereof.

The foregoing items of business are more fully dbed in the Proxy Statement accompanying this é¢oti




The Board of Directors has fixed the close of besion Friday, June 15, 2007 as the record datedatetermination of stockholders
entitled to notice of and to vote at this Annualddlieg and at any adjournment or postponement thereo

By Order of the Board of Directo

T Ty Bl

Terry L. Brubakel
Secretary

McLean, Virginia
June 27, 2007

All stockholders are cordially invited to attend the meeting in person. Whether or not you expect tatiend the meeting, please
complete, date, sign and return the enclosed proxgard as promptly as possible in order to ensure youepresentation at the meeting.
A return envelope (which is postage prepaid if madéld in the United States) is enclosed for that purpge. Even if you have given your
proxy, you may still vote in person if you attend lhe meeting. Please note, however, that if your shes are held of record by a broker,
bank or other nominee and you wish to vote at the peting, you must obtain from the record holder a poxy issued in your name.




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

PROXY STATEMENT

FOR THE 2007 ANNUAL MEETING OF STOCKHOLDERS
To Be Held On August 8, 2007

QUESTIONS AND ANSWERS ABOUT THIS PROXY MATERIAL AND VOTING

Why am | receiving these materials?

We have sent you this proxy statement and the sedlproxy card because the Board of Directors afl&bne Investment Corporation
(sometimes referred to as the “Company”) is satigityour proxy to vote at the 2007 Annual Meetifigstockholders. You are invited to
attend the annual meeting to vote on the propaessribed in this proxy statement. However, yowmaoibneed to attend the meeting to vote
your shares. Instead, you may simply complete, aighreturn the enclosed proxy ce

We intend to mail this proxy statement and accomipgnproxy card on or about June 27, 2007 to altldholders of record entitled to
vote at the annual meeting.

Who can vote at the annual meeting?

Only stockholders of record at the close of busir@sJune 15, 2007 will be entitled to vote atgheual meeting. On this record date,
there were 16,560,100 shares of common stock owdlisigrand entitled to vote.

Sockholder of Record: Shares Registered in Your Name

If on June 15, 2007 your shares were registerextlljrin your name with our transfer agent, The IBahNew York, then you are a
stockholder of record. As a stockholder of recgml) may vote in person at the meeting or vote loxyrWhether or not you plan to attend
the meeting, we urge you to fill out and return éimelosed proxy card to ensure your vote is counted

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

If on June 15, 2007 your shares were held, nobur yame, but rather in an account at a brokerage lhank, dealer, or other similar
organization, then you are the beneficial ownestares held in “street name” and these proxy nasgesire being forwarded to you by that
organization. The organization holding your accdsmonsidered to be the stockholder of recorgptoposes of voting at the annual meeting.
As a beneficial owner, you have the right to dingmiir broker or other agent regarding how to vheeghares in your account. You are also
invited to attend the annual meeting. However,esiyrmu are not the stockholder of record, you maynote your shares in person at the
meeting unless you request and obtain a valid pfim your broker or other agent.




What am | voting on?
There are nine matters scheduled for a vote:
« Election of three directors to serve until the 2@&tthual Meeting of Stockholders; and
» Approval of a series of amendments to our fundaaigrdlicies to repeal such policies as follows:
A) to repeal the policy which relates to our abiliyirtvest in securities of a particular issuer;
B) to repeal the policy which relates to our undeiwngitactivities;

C) to repeal the policy which relates to our abililypurchase or sell real estate or interests inestake or real estate investment
trusts;

D) to repeal the policy which relates to our abilitysell securities short;
E) torepeal the policy which relates to our abiliypurchase securities on margin;
F) to repeal the policy which relates to our abiliywirite or buy put or call options;

G) torepeal the policy which relates to our abilityeingage in the purchase or sale of commoditiesmmodity contracts,
including futures contracts; and

H) to repeal the policy which relates to our abilityaicquire voting stock of, or investing in, anygétes issued by any other
investment company.

How do | vote?

You may either vote “For” all the nominees to theaBd of Directors or you may “Withhold” your voterfany nominee you specify. For
each of the amendments to our fundamental polig@asmay vote “For” or “Against” or abstain fromting. The procedures for voting are
fairly simple:

Sockholder of Record: Shares Registered in Your Name
If you are a stockholder of record, you may votpénson at the annual meeting or vote by proxygigie enclosed proxy card. Whether

or not you plan to attend the meeting, we urgetpointe by proxy to ensure your vote is countedu Yfay still attend the meeting and vot
person even if you have already voted by proxy.

< To vote in person, come to the annual meeting amevil give you a ballot when you arrive.

e To vote using the proxy card, simply complete, sigd date the enclosed proxy card and return iptly in the envelope provided.
If you return your signed proxy card to us befdre annual meeting, we will vote your shares asdjmect.

Beneficial Owner: Shares Registered in the Name of Broker or Bank
If you are a beneficial owner of shares registénetie name of your broker, bank, or other agemt, should have received a proxy card

and voting instructions with these proxy materfedsn that organization rather than from Gladstameestment Corporation. Simply complete
and mail the proxy card to ensure that your votmimted. To vote in person at the annual meeyiog must obtain a valid




proxy from your broker, bank, or other agent. Relkhe instructions from your broker or bank inclddeith these proxy materials, or contact
your broker or bank to request a proxy fo

How many votes do | have?
On each matter to be voted upon, you have onefgptach share of common stock you owned as of 16n2007.
What if | return a proxy card but do not make specfic choices?

If you return a signed and dated proxy card withoatking any voting selections, your shares wilvbeed “For”the election of all thre
nominees for director and “For” each of the amenaisi&o our fundamental policies. If any other nraiieroperly presented at the meeting,
your proxyholder (one of the individuals named ouiryproxy card) will vote your shares using hider best judgmen

Who is paying for this proxy solicitation?

We will bear the cost of solicitation of proxiesgiuding preparation, assembly, printing and mgilifi this proxy statement, the proxy
card and any additional information furnished tackholders. Copies of solicitation materials wil furnished to banks, brokerage houses,
fiduciaries and custodians holding in their nantfesras of our common stock beneficially owned byeotho forward to such beneficial
owners. We may reimburse persons representing ibeiefwners of our common stock for their costdarivarding solicitation materials to
such beneficial owners. Original solicitation obpies by mail may be supplemented by telephonegtam or personal solicitation by
directors, officers or other regular employees lafdStone Management Corporation or Gladstone Admation, LLC. No additional
compensation will be paid to directors, officersotiner regular employees for such services. We bagaged Georgeson Inc. (“Georgeson”)
to solicit proxies for the annual meeting. Georgewill be paid a fee of approximately $20,000 fisrbasic solicitation services, which
include review of proxy materials, disseminatiorbodker search cards, distribution of proxy matsrisolicitation of ADP, brokers, banks
and institutional holders, and delivery of execytealxies. The term of the agreement with Georgegtihast for the period of the solicitatic
and the agreement provides that we will indemnifgt bold harmless Georgeson against any third p#atsns, except in the case of
Georgeson'’s gross negligence or intentional misegond

What does it mean if | receive more than one proxgard?

If you receive more than one proxy card, your share registered in more than one name or areeegisin different accounts. Please
complete, sign and retugachproxy card to ensure that all of your shares ated:o

Can | change my vote after submitting my proxy?

Yes. You can revoke your proxy at any time beftueftnal vote at the meeting. If you are the redwottier of your shares, you may
revoke your proxy in any one of three ways:

* You may submit another properly completed proxylaasith a later date.




* You may send a timely written notice that you aneoking your proxy to Gladstone Investment Corgores Secretary at
1521 Westbranch Drive, Suite 200, McLean, Virgi22402.

* You may attend the annual meeting and vote in peiSimply attending the meeting will not, by itsetvoke your proxy.
If your shares are held by your broker or bank asrainee or agent, you should follow the instruasiprovided by your broker or bank.
When are stockholder proposals due for next year'annual meeting?

To be considered for inclusion in next year’'s proxgterials, your proposal must be submitted inimgiby February 28, 2008, to our
Secretary at the address set forth on the covéiiproxy statement. If you wish to submit a pregidhat is not to be included in next year’s
proxy materials or nominate a director, you mussdamot later than the close of business on M&0p08 nor earlier than the close of busir
on April 10, 2008. You are also advised to review Bylaws, which contain additional requirementsatbadvance notice of stockholder
proposals and director nominations.

How are votes counted?

Votes will be counted by representatives of oundfar agent, The Bank of New York, who will sepalatount “For” and “Withhold”
and, with respect to proposals other than theieledi directors, “Against” votes, abstentions dmdker non-votes. Abstentions will be
counted towards the vote total for each proposal,vaill have the same effect as “Against” votesolgar non-votes have no effect with regard
to Proposal 1, will have the same effect as an fdgidvote with regard to Proposals 224, and will not be counted towards the vote téia
any proposal. We expect that our chief financiéicef, Harry Brill, will be appointed as the inspecof election.

What are “broker non-votes?”

Broker non-votes occur when a beneficial ownerhafres held in “street name” does not give instanstito the broker or nominee
holding the shares as to how to vote on mattersxddé'non-routine.” Generally, if shares are heldtireet name, the beneficial owner of the
shares is entitled to give voting instructionste broker or nominee holding the shares. If thesfieial owner does not provide voting
instructions, the broker or nominee can still vibke shares with respect to matters that are carslde be “routine,” but not with respect to
“non-routine” matters. Under the rules and intetgtions of the New York Stock Exchange (“NYSE”)omroutine” matters are generally
those involving a contest or a matter that may tsuttislly affect the rights or privileges of shaptters, such as mergers or shareholder
proposals.

How many votes are needed to approve each proposal?
For Proposal 1, the election of directors, theghreminees receiving the most “For” votes (fromhbéders of votes of shares present in

person or represented by proxy and entitled to @ntthe election of directors) will be elected. Pwbtes “For” or “Withheld” will affect the
outcome.




For each of the amendments to our fundamental ime policies to repeal such policies include@inposals 2A-2H, the affirmative
vote of a “majority,” as defined in the Investm&@umpany Act of 1940 (the “1940 Act”) , of our oatstling shares is required to approve the
proposal. Under the 1940 Act, the vote of holdérs ‘tmajority” means the vote of the holders of thsser of (a) 67% or more of our shares
present at the meeting or represented by proXeitiblders of more than 50% of our outstandingeshare present or represented by proxy,
or (b) more than 50% of our outstanding sharegoulf “Abstain” from voting, it will have the samefeft as an “Against” vote. Broker non-
votes will also have the same effect as an “Agavste.

What is the quorum requirement?

A quorum of stockholders is necessary to hold awaketing. A quorum will be present if at leashajority of our outstanding shares
are represented by stockholders present at thengestby proxy. On the record date there were @®,800 shares outstanding and entitled to
vote. Thus 8,280,051 shares must be representsttiyholders present at the meeting or by proxyatee a quorum.

Your shares will be counted towards the quorum @nfpu submit a valid proxy (or one is submittedyour behalf by your broker, ba
or other nominee) or if you vote in person at theeting. Abstentions and broker non-votes will berted towards the quorum requirement.
If there is no quorum, a majority of the votes presat the meeting may adjourn the meeting to anathte.

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

Preliminary voting results will be announced atdn&ual meeting. Final voting results will be pab&d in our quarterly report on
Form 10-Q for the second quarter of fiscal year&200




PROPOSAL 1
ELECTION OF DIRECTORS

Our Board of Directors is divided into three clasdeach class consists of, as nearly as possiidethird of the total number of directors
and each class has a three-year term. Vacancidgee @oard may be filled only by persons electea Imyajority of the remaining directors. A
director elected by the Board to fill a vacancwiolass, including any vacancies created by aea&serin the number of directors, shall serve
for the remainder of the full term of that classl amtil the director’'s successor is elected andifig

Our Board of Directors presently has ten membénerd are three directors in the class whose teroffice expires in 2007. Each of the
nominees listed below is currently a director ofsowho was previously elected by the stockholdéedected at the annual meeting, each of
these nominees would serve until the 2010 annuatingeand until his successor is elected and habfigal, or, if sooner, until the director’s
death, resignation or removal. It is our policyetecourage directors and nominees for directortémdtthe annual meeting. Two of our
directors attended the 2006 Annual Meeting of Stotders.

Directors are elected by a plurality of the votéthe holders of shares present in person or repted by proxy and entitled to vote on
the election of directors. The three nominees wgithe highest number of affirmative votes wil blected. Shares represented by executec
proxies will be voted, if authority to do so is mathheld, for the election of the three nomineamed below. If any nominee becomes
unavailable for election as a result of an unexgzboccurrence, your shares will be voted for tleetedn of a substitute nominee proposed by
our management. Each person nominated for elebisragreed to serve if elected. Our managememtdessason to believe that any
nominee will be unable to serve.




Set forth below is biographical information for bgmerson nominated, each person whose term okddfica director will continue after
the Annual Meeting, and each executive officer ughoot a director.

Nominees for Election for a Three-year Term Expirirg at the 2010 Annual Meeting

Name, Address, Age

Term of Office and
Length of Term Served

Position(s) Held
With Company

Principal Occupation(s)
During the Past
Five Years

Other Directorships
Held by Director

Disinterested Directors

Paul Adelgren (64) Director Term expires at 2007  Pastor of Missionary Gladstone
Gladstone Investment Annual Meeting. Alliance Church since  Commercial
Corporation Director since 2005. 1997. Corporation;
1521 Westbranch Drive, Gladstone Capital
Suite 200 Corporation
McLean, Virginia 2210:

John H. Outland (61) Director Term expires at 2007  Private investor since Gladstone
Gladstone Investment Annual Meeting. 2006. Vice President ol Commercial
Corporation Director since 2005. Genworth Financial, Inc Corporation;
1521 Westbranch Drive, from 2004 to 2006. Gladstone Capital
Suite 200 Managing Director of Corporation

McLean, Virginia 22102

Name, Address, Age

Term of Office and
Length of Term Served

Position(s) Held
With Company

1789 Capital Advisers,
financial consulting
company, from 2002 to
2004.

Principal Occupation(s)
During the Past
Five Years

Other Directorships
Held by Director

Interested Director

David Gladstone (65)* Chairman of th  Term expires at 2007  Founder, Chief Gladstone
Gladstone Investment Board and Annual Meeting. Executive Officer and Commercial
Corporation Chief Executive Director since 2005. Chairman of the Board Corporation;
1521 Westbranch Drive,  Officer since our inception in Gladstone Capital
Suite 200 2005, of Gladstone Corporation

McLean, Virginia 22102

Capital Corporation
since its inception

in 2001, and of
Gladstone Commercial
Corporation since its
inception in 2003.
Founder, Chief
Executive Officer and
Chairman of the Board
of our Adviser.




Directors Continuing in Office Until the 2008 Annud Meeting

Principal Occupation(s)
During the Past
Five Years

Term of Office and
Length of Term Served

Position(s) Held
With Company

Other Directorships

Name, Address, Age Held by Director

Disinterested Directors

Gladstone Investment
Corporation

1521 Westbranch Drive,
Suite 200

McLean, Virginia 22102

Annual Meeting.
Director since 2005.

Gerard Mead Capital
Management since 20C
Held various positions
with Bethlehem Steel
Corporation, including
Director of Investment

Research, Pension Trust

Chairman and Fund
Manager, from 1966 to
2003.

Michela A. English (57) Director Term expires at 2008  President and CEO of  Gladstone Commercial
Gladstone Investment Annual Meeting. Fight for Children, a Corporation; Gladstone
Corporation Director since 2005. non-profit charitable Capital Corporation
1521 Westbranch Drive, organization focused on
Suite 200 providing high-quality
McLean, Virginia 22102 education and health

care services to
underserved youth in
Washington, DC.
President of Discovery
Consumer Products, the
retail, publishing and
licensing arm of
Discovery
Communications, Inc.,
the leading global real-
world media and
entertainment company,
from 1996 to 2004

Anthony W. Parker (61) Director Term expires at 2008 Founder and Chairman Gladstone Commercial
Gladstone Investment Annual Meeting. of the Board of Medical Corporation; Gladstone
Corporation Director since 2005. Funding Corporation, tt Capital Corporation
1521 Westbranch Drive, owner of Snelling Metrc
Suite 200 Personnel, a staffing
McLean, Virginia 2210: agency, since 197

Gerard Mead (63) Director Term expires at 2008 Chairman and founder  Gladstone Commercial

Corporation; Gladstone
Capital Corporation




Principal Occupation(s)

Position(s) Held Term of Office and During the Past Other Directorships

Name, Address, Age With Company Length of Term Served Five Years Held by Director
Interested Directors
George Stelljes Il (45)* Director, Term expires at 2008  President and Chief Gladstone Capital

Gladstone Investment President and Annual Meeting. Investment Officer of th  Corporation

Corporation Chief Director since 2005. Company since 2005,

1521 Westbranch Drive, Investment and of Gladstone Capital

Suite 200 Officer Corporation since 2004.

McLean, Virginia 22102 Executive Vice Preside

and Chief Investment
Officer of Gladstone
Capital Corporation
from 2002 to 2004, and
of Gladstone
Commercial Corporatio
since 2003. President,
Chief Investment Office
and a director of our
Adviser. Director of
Intrepid Capital
Management, Inc. since
2003, and general
partner and investment
committee member of
Patriot Capital since
2002. Co-founder and
Managing Member of
Camden Partners, a
private equity firm from
1999 to 2002




Name, Address, Age

Directors Continuing in Office Until the 2009 Annud Meeting

Term of Office and
Length of Term Served

Position(s) Held
With Company

Principal Occupation(s)
During the Past
Five Years

Other Directorships
Held by Director

Disinterested Director

David A.R. Dullum (59)
Gladstone Investment
Corporation
1521 Westbranch Drive,
Suite 200
McLean, Virginia 2210:

Maurice W. Coulon (65)
Gladstone Investment
Corporation
1521 Westbranch Drive,
Suite 200
McLean, Virginia 22102

Name, Address, Age

Director Term expires at 2009
Annual Meeting.
Director since 2005.

Director Term expires at 2009

Annual Meeting.
Director since 2005.

Term of Office and
Length of Term Served

Position(s) Held
With Company

President and a Director Gladstone Commercial
of Harbor Acquisition  Corporation; Gladstone
Corporation since 2005. Capital Corporation;
Partner of New England Harbor Acquisition
Partners, a venture Corporation

capital firm, since 199¢

Gladstone Commercial
Corporation; Gladstone
Capital Corporation

Private investor in real
estate since 2000.

Principal Occupation(s)
During the Past
Five Years

Other Directorships
Held by Director

Interested Directa

Terry Lee Brubaker (63)*
Gladstone Investment
Corporation
1521 Westbranch Drive,
Suite 200
McLean, Virginia 22102

Director, Vice  Term expires at 2009

Chairman, Annual Meeting.
Chief Operatingc Director since 2005.
Officer and

Secretary

10

Vice Chairman and Gladstone Commercial
Chief Operating Officer Corporation; Gladstone
since 2005, and of Capital Corporation
Gladstone Capital

Corporation and

Gladstone Commercial

Corporation since 2004.

President and Chief

Operating Officer of

Gladstone Capital

Corporation from 2001

to 2004, and of

Gladstone Commercial

Corporation from 2003

to 2004. Vice Chairman,

Chief Operating Officer

and a Director of our

Adviser.




Executive Officers Who are Not Directors

Principal Occupation(s)

Position(s) Held Term of Office and During the Past
Name, Address, Age With Company Length of Term Served Five Years
Harry Brill (59) Chief Executive Officer Chief Financial Officer since 2005, and
Gladstone Investment Corporation Financial since 2005. Treasurer from 2005 to 2006. Chief
1521 Westbranch Drive, Suite 200 Officer Financial Officer of Gladstone Capital
McLean, Virginia 22102 Corporation since 2001, and of

Gladstone Commercial Corporation
since 2003. Treasurer of Gladstone
Capital Corporation from 2001 through
2006, and of Gladstone Commercial
Corporation from 2003 through 2006.
Chief Financial Officer of our Advise

Gary Gerson (42) Treasurer Executive Officer Treasurer since 2006. Treasurer of
Gladstone Investment Corporation since 2006. Gladstone Capital Corporation,
1521 Westbranch Drive, Suite 200 Gladstone Commercial Corporation, &
McLean, Virginia 22102 our Adviser since 2006. Assistant Vice

President of Finance at the Bozzuto
Group, a real estate developer, manager
and owner, from 2004-2006. Director,
Finance, at PG&E National Energy
Group from 200-2004.

* Messrs. Gladstone, Brubaker, and Stelljes aredsted persons of Gladstone Investment Corporatiithin the meaning of the 1940
Act, due to their positions as our officers.

THE BOARD OF DIRECTORS RECOMMENDS THAT STOCKHOLDERS VOTE IN FAVOR
OF EACH NAMED NOMINEE FOR DIRECTOR.
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INFORMATION REGARDING THE BOARD OF DIRECTORS AND CO RPORATE GOVERNANCE
Director Independence

As required under The Nasdaq Stock Market (“NASDA3ting standards, a majority of the members t$ted company’s Board of
Directors must qualify as “independent,” as affitively determined by the Board of Directors. TheaBbconsults with our chief compliance
officer and chief financial officer to ensure thia¢ Board’s determinations are consistent withviaalé securities and other laws and
regulations regarding the definition of “indepengemcluding those set forth in pertinent listing stards of NASDAQ as in effect from tin
to time.

Consistent with these considerations, after revoéall relevant transactions or relationships betmveach director, or any of his or her
family members, and us, our senior management anthdependent auditors, the Board has affirmafideitermined that the following sev
directors are independent directors within the rivepof the applicable NASDAQ listing standards: Miess Adelgren, Coulon, Dullum, Me:
Outland, Parker and Ms. English. In making thisdaination, the Board found that none of the thisectors or nominees for director had a
material or other disqualifying relationship with.Mr. Gladstone, the chairman of our Board of Etives and chief executive officer,

Mr. Brubaker, our vice chairman, chief operatinfiogfr and secretary, and Mr. Stelljes, our presi@aad chief investment officer, are not
independent directors by virtue of their employmignbur affiliate Gladstone Management Corporatiehich we refer to as our “Adviser.”

The Board of Directors met four times during th&t léscal year. Each Board member attended 75%ooe of the aggregate of the
meetings of the Board and of the committees on lwhizors he served that were held during the period for tvinie ors he was a director or
committee member.

As required under applicable NASDAQ listing startdamvhich require regularly scheduled meetingmdépendent directors, our
independent directors met four times during fit#07 in regularly scheduled executive sessionshathnonly independent directors were
present.

Information Regarding Committees of the Board of Diectors

Our Board of Directors has four committees: an A@timmittee, a Compensation Committee, an Exec@mmittee and an Ethics,
Nominating and Corporate Governance Committee.fdl@wing table shows the current composition ofleaf the committees of our Bos
of Directors:

Ethics, Nominating and
Name Audit Compensation Executive Corporate Governance

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

Maurice W. Coulor *X X
David A.R. Dullum X

Michela A. Englist X

David Gladstont *X

Gerard Meac X

John H. Outlani X

Anthony W. Parke *X X

George Stelljes Il

* Committee Chairperson
** | ead Independent Director
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Below is a description of each committee of our 8laaf Directors. All committees other than the Bxtace Committee have the
authority to engage legal counsel or other expg@rtonsultants, as they deem appropriate to caryheir responsibilities. The Board of
Directors has determined that each member of eamimittee meets the applicable NASDAQ rules andlegiguns regarding “independence”
and that each member is free of any relationstapwlould interfere with his or her individual exise of independent judgment with regarc
us (other than with respect to the Executive Conemijtfor which there are no applicable independeageirements).

The Audit Committee

The Audit Committee of our Board of Directors owas our corporate accounting and financial reppgtitocess. For this purpose, the
Audit Committee performs several functions. The A@bmmittee evaluates the performance of and assdble qualifications of the
independent registered public accounting firmsexeines and approves the engagement of the indeperatistered public accounting
firms; determines whether to retain or terminateekisting independent registered public accourfimgor to appoint and engage a new
independent registered public accounting firm;ead and approves the retention of the indepenagigtered public accounting firm to
perform any proposed permissible non-audit seryicesitors the rotation of partners of the indepamdegistered public accounting firm on
our audit engagement team as required by law; comfith management and the independent registarelit@ccounting firm regarding the
effectiveness of internal controls over financgpaorting; establishes procedures, as required wapjdicable law, for the receipt, retention
and treatment of complaints received by us reggrdétounting, internal accounting controls or anditmatters and the confidential and
anonymous submission by employees of concernsdiegaguestionable accounting or auditing mattems; meets to review our annual
audited financial statements and quarterly findrstEtements with management and the independegisteeed public accounting firm,
including reviewing our disclosures under “ManagatteDiscussion and Analysis of Financial Conditamd Results of Operations.” During
fiscal 2007, the Audit Committee was comprised @&dsts. Parker (Chairman) and Dullum and Ms. Englssrs. Adelgren and Coulon
served as alternate members of the Audit Commig&kernate members of the Audit Committee serve pauticipate in meetings of the Au
Committee only in the event of an absence of aleeguember of the Audit Committee. The Audit Contadtmet eight times during the last
fiscal year. The Audit Committee has adopted at@mitharter that is available to stockholders arveebsite at
www.gladstoneinvestment.com.

Our Board of Directors reviews the NASDAQ listingrsdards definition of independence for audit cotteeimembers and has
determined that all members and alternate membersra\udit Committee are independent (as indeprodés currently defined in
Rule 4350(d)(2)(A)(i) and (ii) of the NASDAQ listinstandards). No members of the Audit Committeeived any compensation from us
during the last fiscal year other than directoegd. The Board of Directors has also determinedetiich member (including alternate
members) of the Audit Committee qualifies as ardtcommittee financial expert,” as defined in apgble SEC rules. The Board made a
gualitative assessment of the members’ level ofdtedge and experience based on a number of faéeiading formal education and
experience. The Board has also unanimously detedhimat all Audit Committee members and alternagenbvers are financially literate
under current NASDAQ rules and that at least onmb@ has financial management expertise. Messifurband Parker and Ms. English
also serve on the audit committees of Gladstoner@ential Corporation and Gladstone Capital CorporatDur Audit Committees’ alternats
members, Messrs. Adelgren and Coulon, also serateasate members on the audit committees of ®adsCommercial Corporation and
Gladstone Capital Corporation. The Board of Dirextras determined that
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this simultaneous service does not impair the spmedirectors’ ability to effectively serve onrofiudit Committee.
Independent Registered Public Accounting Firm
We expect that the Audit Committee of our Boardatctors will select PricewaterhouseCoopers LLPRwC,” as our independent
registered public accounting firm to audit our fioal statements for the fiscal year ending Marth2®08 at its next meeting, which will
occur prior to the annual meeting. RepresentatifésvC are expected to be present at the AnnuatiMgewill have an opportunity to make
a statement if they so desire and will be availébleespond to appropriate questions.
Independent Registered Public Accounting Firm Fees

The following table represents aggregate feeswitheus for the fiscal years ended March 31, 20@b6March 31, 2007 by PwC, our
principal independent registered public accountimyg.

2006 2007

Audit Fees (1) $ 14437C $  276,70¢
Audit-related Fees (Z $ 365,600 $ 135,85(
Tax Fees $ 3,50C $ 5,50C
All Other Fees $ 0 $ 0
$ 513,47C $ 418,05¢

(1) 2006 “Audit Fees” consist of $100,000 in fees far 2006 Audit, and $44,370 in fees for serviceatesl to our initial public offering.
(2) “Audit-related Fees” consist primarily of fees &arvices related to due diligence engagementsninestion with our proposed
investments, which engagements were pre-approveidebgudit Committee.

All fees described above were approved by the AQdinmittee. During the fiscal year ended March22}7, the aggregate non-audit
fees billed by PwC for services rendered to ourigelvand any entity controlling, controlled by erder common control with our Adviser
that provides ongoing services to us was $6,5000fAhese fees were for professional serviceseesdito our Adviser for tax services. The
Audit Committee has considered whether, and bdli¢gvat, the rendering of these services to our gahis compatible with maintaining the
independent registered public accounting firm’sipehdence.

Pre-Approval Policies and Procedures

The Audit Committee has adopted a policy and procesifor the pre-approval of audit and non-auditises rendered by our
independent registered public accounting firm, P& policy generally pre-approves specified sewin the defined categories of audit
services, audit-related services, and tax servuipds specified amounts. Pre-approval may alsavengas part of the Audit Committee’s
approval of the scope of the engagement of thepimaident registered public accounting firm or onnalividual explicit case-by-case basis
before the independent registered public accouffitingis engaged to provide each service. The ppr@val of services may be delegated to
one or more of the Audit Committee’s members, hatdecision must be reported to the full Audit Cattee at its next scheduled meeting.

The Audit Committee has determined that the rendesi the services other than audit services ctlyréeing provided by PwC is
compatible with maintaining the independent regétepublic accounting firm’s independence.
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Report of the Audit Committee of the Board of Dire¢ors(1)

The following is the report of the Audit Committedth respect to the Company’s audited financialesteents for the fiscal year ended
March 31, 2007.

The Audit Committee has reviewed and discusse€tmpany’s audited financial statements with managerand
PricewaterhouseCoopers LLP, the Company’s independgistered public accounting firm, with and witih management present. The
Audit Committee included in its review results bétindependent registered public accounting firexaminations, the Company'’s internal
controls, and the quality of the Company’s finahoéorting. The Audit Committee also reviewed @@mpany’s procedures and internal
control processes designed to ensure full, fairadetjuate financial reporting and disclosuresuitialg procedures for certifications by the
Company’s chief executive officer and chief final@fficer that are required in periodic reportediby the Company with the Securities and
Exchange Commission. The Audit Committee furtherewwed with the independent registered public antiog firm their opinion on
management’s assessment of the effectiveness aftdraal control over financial reporting of the@pany, and their opinion on the
effectiveness of the internal control over finahogoorting of the Company. The Audit Committesadisfied that the Company’s internal
control system is adequate and that the Companjogmpppropriate accounting and auditing procedures

The Audit Committee also has discussed with PriteskauseCoopers LLP matters relating to the indégetregistered public
accounting firm’s judgments about the quality, adlas the acceptability, of the Company’s accouqprinciples as applied in its financial
reporting as required by Statement of Auditing 8tads No. 61, as amended (AICHXpfessional Sandards, Vol. 1. AU section 380), as
adopted by the Public Company Accounting Oversiyidrd (“PCAOB”) in Rule 3200T. The Audit Committeas also received the written
disclosures and the letter from the independerdgwdents required by the Independence Standardsl Btandard No. 1,lfdependence
Discussions with Audit Committees), as adopted by the PCAOB in Rule 3600T and he=udsed with the independent accountants the
independent accountant’s independence (Communicatiith Audit Committees). The Audit Committee rieed a letter from
PricewaterhouseCoopers LLP confirming their indeleece and discussed it with them. The Audit Conemittiscussed and reviewed with
PricewaterhouseCoopers LLP the Company’s criticabanting policies and practices, internal controteer material written
communications to management, and the scope @waierhouseCoopers LLP’s audits and all fees jpaRtitewaterhouseCoopers LLP
during the fiscal year. The Audit Committee adopgedlelines requiring review and pre-approval by #udit Committee of audit and non-
audit services performed by PricewaterhouseCodgdrsfor the Company. The Audit Committee has readvand considered the
compatibility of PricewaterhouseCoopers LLP’s parfance of non-audit services with the maintenari¢&ricewaterhouseCoopers’
independence as the Company’s independent regigtetdic accounting firm.

(1) The material in this report is not “soliciting mag,” is not deemed “filed” with the SEC, and istrio be incorporated by reference into
any of our filings under the 1933 Act or the Setiesi Exchange Act of 1934, as amended (the “193%) Aghether made before or after
the date hereof and irrespective of any generakpuaration language contained in such filing.
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Based on the Audit Committee’s review and discussieferred to above, the Audit Committee recomradrd the Board of Directors
that the Company’s audited financial statementstleded in the Company’s Annual Report on FornKLfdr the fiscal year ended
March 31, 2007 for filing with the Securities andcBange Commission.

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

David A. R. Dullum

Compensation Committee

The Compensation Committee operates pursuant tittamvcharter that is available to stockholdersanwebsite at
www.gladstoneinvestment.com. The Compensation Caéteenconducts periodic reviews of our investmenrisaty and management
agreement with our Adviser (the “Advisory Agreenigaind our administration agreement (the “Admirdsiobn Agreement”) with Gladstone
Administration, LLC (the “Administrator”) to evaltewhether the fees paid to our Adviser and our iiltrator under the agreements are in
the best interests of us and our stockholders.cohamittee considers in such periodic reviews, anathgr things, whether the salaries and
bonuses paid to our executive officers by our Aglvand our Administrator are consistent with oumpensation philosophies, whether the
performance of our Adviser and our Administrata ezasonable in relation to the nature and quafiservices performed and whether the
provisions of the Advisory and Administration Agneents are being satisfactorily performed. Commaenttiis year, the Compensation
Committee also began to review with managemenGCaumpensation Discussion and Analysis and to consitiether to recommend that it
be included in proxy statements and other filindgting the last fiscal year, the Compensation Cottemiwas comprised of Messrs. Coulon
(Chairperson), Outland and Mead. The Compensatamriittee met four times during the last fiscal year

Compensation Committee Interlocks and I nsider Participation

During the last fiscal year, the Compensation Cottemiconsisted of Messrs. Coulon, Outland and Meach of whom is an
independent director (as independence is currelefijned in Rule 4200(a)(15) of the NASDAAQ listingusdards). During the fiscal year en
March 31, 2007, none of our executive officers sdras members of the compensation committee dregats of another entity, one of
whose executive officers served on the Compens&t@mnmittee.
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Report of the Compensation Committee of the Boardfdirectors(2)

The Compensation Committee has reviewed and disduwsgh management the Compensation Discussioaatysis (“CD&A”")
contained in this proxy statement. Based on thieve and discussion, the Compensation Committegdmsmmended to the Board of
Directors that the CD&A be included in this proxtgtement and incorporated into our Annual Reporfform 10-K for the fiscal year ended
March 31, 2007.

Submitted by the Compensation Committee
Maurice W. Coulon, Chairperson

John H. Outland

Gerard Mead

The Ethics, Nominating and Corporate Governance Committee

The Ethics, Nominating and Corporate Governance@itt@e of the Board of Directors is responsibleiflantifying, reviewing and
evaluating candidates to serve as our directorss{stent with criteria approved by the Board), e@ihg and evaluating incumbent directors,
recommending to the Board for selection candidfateslection to the Board of Directors, making necnendations to the Board regarding
membership of the committees of the Board, assg$senperformance of the Board, and developingcoyporate governance principles. Our
Ethics, Nominating and Corporate Governance Comamitharter can be found on our website at www.gadinvestment.com. Membersl|
of the Ethics, Nominating and Corporate Governabammittee is comprised of Messrs. Adelgren (Chaspe) and Coulon. Each membe
the Ethics, Nominating and Corporate Governance 1@ittee is independent (as independence is currdefiped in Rule 4200(a)(15) of the
NASDAQ listing standards). The Ethics, NominatinglaCorporate Governance Committee met four timemduhe last fiscal yea

Qualifications for Director Candidates

The Ethics, Nominating and Corporate Governance@itiee believes that candidates for director shivalee certain minimum
qualifications, including being able to read andenstand basic financial statements, being overe2ts of age and having the highest
personal integrity and ethics. The Ethics, Nomimatnd Corporate Governance Committee also cossiiesh factors as possessing relevant
expertise upon which to be able to offer advice gmidance to management, having sufficient timeeteote to our affairs, demonstrated
excellence in his or her field, having the abitityexercise sound business judgment and havingaimenitment to rigorously represent the
long-term interests of our stockholders. Howeves, Ethics, Nominating and Corporate Governance Cittemretains the right to modify
these qualifications from time to time. Candiddtedirector nominees are reviewed in the contéxhe current composition of the Board,
our operating requirements and the long-term istsref our stockholders. In conducting this assessnthe Ethics, Nominating and
Corporate Governance

(2) The material in this report is not “soliciting ma#,” is not deemed “filed” with the SEC, and istrio be incorporated by reference into
any of our filings under the 1933 Act or the 193& Avhether made before or after the date herediramspective of any general
incorporation language contained in such filing.
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Committee considers diversity, age, skills, anchsatber factors as it deems appropriate given otreat needs and the current needs of the
Board, to maintain a balance of knowledge, expeaeand capability. In the case of incumbent dinscéchose terms of office are set to
expire, the Ethics, Nominating and Corporate Gozerce Committee reviews such directors’ overalliserto us during their term, including
the number of meetings attended, level of partt@pa quality of performance, and any other relagioips and transactions that might impair
such directors’ independence. In the case of negctdir candidates, the Ethics, Nominating and QaeoGovernance Committee also
determines whether the nominee must be indepefoleNASDAQ purposes, which determination is baspdruapplicable NASDAQ listing
standards, applicable SEC rules and regulationsrenddvice of counsel, if necessary. The EthiesnMating and Corporate Governance
Committee then uses its network of contacts to élenaplist of potential candidates, but may alsgaage, if it deems appropriate, a
professional search firm. The Ethics, Nominating @orporate Governance Committee conducts any ppgpte and necessary inquiries into
the backgrounds and qualifications of possible hatds after considering the function and needh®Board. The Ethics, Nominating and
Corporate Governance Committee meets to discuss@rsider such candidates’ qualifications and #&acts a nominee for
recommendation to the Board by majority vote. Ttedthe Ethics, Nominating and Corporate Govern&@mamittee has not paid a fee to
any third party to assist in the process of idgitd or evaluating director candidates.

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

The Ethics, Nominating and Corporate Governance @itt@e will consider director candidates recommeinole stockholders. The
Ethics, Nominating and Corporate Governance Commitioes not intend to alter the manner in whielwvaduates candidates, including the
minimum criteria set forth above, based on whethercandidate was recommended by a stockholdestoSiockholders who wish to
recommend individuals for consideration by the &hNominating and Corporate Governance Committéetome nominees for election to
the Board may do so by delivering a written recomdagion to the Ethics, Nominating and Corporate €&pance Committee at the address
set forth on the cover page of this proxy statem@atommendations for individuals to be considéoeshomination at the 2008 Annual
Meeting must be received by May 9, 2008. Recomntamtiareceived after May 9, 2008 will be considei@dhomination at the 2009
Annual Meeting. Submissions must include the faline of the proposed nominee, a description of thpgsed nominee’s business
experience for at least the previous five yearmplete biographical information, a description o proposed nominee’s qualifications as a
director and a representation that the nominatiogktiolder is a beneficial or record owner of ack. Any such submission must be
accompanied by the written consent of the proposedinee to be named as a nominee and to servdigector if elected. To date, the Eth
Nominating and Corporate Governance Committee basegeived or rejected a timely director nominegppsal from a stockholder
stockholders holding more than 5% of our votingkto

Stockholder Communications with the Board of Directors
Our Board has adopted a formal process by whiclstmekholders may communicate with the Board or@frits directors. Persons

interested in communicating with the Board of Dices with their concerns or issues may addresgspandence to the Board of Director:
a particular director, or to the independent doesgenerally, in care of Gladstone Investment G@ifion, Attention: Investor
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Relations, at 1521 Westbranch Drive, Suite 200, &1, Virginia 22102. This information is also conéal on our website at
www.gladstoneinvestment.com.

Code of Ethics

We have adopted a Code of Business Conduct andsitiat applies to all of our officers and direstand to the employees of our
Adviser and our Administrator. The Ethics, Nomingtand Corporate Governance Committee reviewspapprand recommends to our
Board of Directors any changes to the Code of BassirConduct and Ethics. They also review any vaslatof the Code of Ethics and make
recommendations to the Board of Directors on thislations. The Code of Business Conduct and Etisiesvailable on our website at
www.gladstoneinvestment.com. If we make any sulisaamendments to the Code of Business ConducE#rids or grant any waiver fro
a provision of the Code to any executive officedimector, we will promptly disclose the naturetioé amendment or waiver on our website.

The Executive Committee

The Executive Committee, which is comprised of Mes&ladstone (Chairman), Brubaker and Parkertheaauthority to exercise all
powers of our Board of Directors except for actitimet must be taken by a majority of independergtadors or the full Board of Directors
under applicable rules and regulations. The Exeeu@iommittee did not meet during the last fiscarye

PROPOSALS 2A-2H: APPROVAL OF AMENDMENTS TO FUNDAMEN TAL POLICIES
TO REPEAL SUCH POLICIES

General Information

We have adopted certain investment objectives esttlictions as our fundamental policies (the “Fumdatal Policies”), which provided
that they could not be changed without the approf/#tie holders of a majority of our outstandinging securities. The 1940 Act does not
require business development companies, such &s adppt fundamental policies and, in fact, maképleading business development
companies do not have them. A copy of our exisiingdamental Policies appearsExhibit A to this Proxy Statement. We are proposing that
the stockholders approve a series of amendmetite tbundamental Policies that would repeal ea¢hesh in their entirety. In their place,
will maintain a more limited set of investment s, as set forth dBxhibit B, which will not be considered fundamental policiasd whict
will not require stockholder approval for futurevigons.

Background and Reasons for Proposals

The Fundamental Policies are of essentially twesy he first type includes several affirmativedglines, including a requirement that
we at all times conduct our business so as torretai status as a business development companysetioad type of Fundamental Policy
limits or prohibits us from undertaking certainiaities, such as acting as an underwriter of séiesti purchasing securities on margin or
engaging in the purchase or sale of commoditiesarestate.

The existence of the Fundamental Policies can placd a competitive disadvantage. As noted almwst other leading business
development companies do not have them. Additignaibst other
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types of companies are not required to seek stddkhapproval to alter their business activitiedher, the company’s board of directors,
which is elected by the stockholders, is entrustithl such discretion. While the Fundamental Posician be modified, given that regular
stockholder meetings occur only once per year pedial stockholder meetings would be costly, tlpirement that stockholders must
approve changes to our Fundamental Policies casld, result, reduce our business opportunitiesranelase certain investment and other
business risks. In order to facilitate flexibility our future investment activities, we now propdsat all of the remaining Fundamental
Policies be repealed by amendment. Such a chamgteligled to allow us to respond more effectively axpeditiously to opportunities and
issues as they may present themselves.

It is very important to note that even followingegpeal of the Fundamental Policies, numerous ogistns and limitations on our
investing and business activities would continuexist, which would provide protections and asscearfor our stockholders. Most
significantly, under Section 58 of the 1940 Act, ave prohibited from changing the nature of ouiifess so that it ceases to be a business
development company without consent of the holdéesmajority of our outstanding shares. It is gigant to note that Section 58 of the
1940 Act is titled “Changes in Investment Policgiid that its only restriction on changes in investhpolicy by a business development
company is to prevent a business development coyrfpam ceasing to operate as a business developroemtany without stockholder
approval. This is in sharp distinction to othertsets of the 1940 Act that govern the investmeivaies of registered investment companies.
As a business development company we are not steegdl investment company under the 1940 Act amsldhe not subject to such other
sections. Those sections specifically require teggsl investment companies to have fundamentatipsjiwhich can be changed only by a
registered investment company’s stockholders. Bytrest, in adopting the business development cognpactions of the 1940 Act, Congress
recognized the special needs of business develdproerpanies to retain significant flexibility ingin investment policies in order to
effectively support new small and medium-sized besses through venture capital contributions. TGosgress saw fit to only require
business development company stockholder conséngeioase of changes in investment policy that deause the business development
company to cease to be qualified as such. Congessaever required business development companastopt other fundamental policies
which could be changed only with stockholder cohsen

The 1940 Act also contains a number of other i&giris on activities of business development corigsamone of which would be
affected by the repeal of our Fundamental Polidies.example, 70% of a business development compé#otal assets must be invested in
“qualifying assets,” as defined in the 1940 ActisTtequirement, which is currently incorporatedie Fundamental Policies, would continue
to apply even with a repeal of the Fundamentaldisibecause it is also set forth in the 1940 Birhilarly, the 1940 Act limits a business
development company’s ability to issue senior siesr which are generally defined as debt seagitéind preferred stock, in an amount in
excess of one-half of the business development aogiptotal assets. This limitation, which is also it#d in the Fundamental Policies, \
still apply to us because it is included in the A @t. Other examples of restrictions outlinedhe 1940 Act that would continue to apply to
us, and which to some extent are also includediifFandamental Policies, include limitations ondsting in registered investment
companies, investing in broker dealers and undegatertain short sales of securities. In sum, &vhitepeal of the Fundamental Policies will
have the benefit of providing us greater flexipilib respond to market opportunities and to
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avoid risk with regard to our investing activiti¢lsere will still be numerous statutory and intémesstrictions on the overall nature of our
investment and business activities.

Each of the proposals which relate to a seriesnareiments to our fundamental polices to repeal potibies are as follows:

PROPOSAL 2A: APPROVAL OF AMENDMENT TO FUNDAMENTAL P OLICIES TO REPEAL POLICY WHICH RELATES TO
OUR ABILITY TO INVEST IN SECURITIES
OF A PARTICULAR ISSUER.

Our existing fundamental policy with regard to ietraents in a particular issuer provides that we megst up to 20% of our assets in
securities of a particular issuer. The policy pdea that we may exceed this limitation in connectiith bridge financings, although such
bridge investments may never exceed 25% of oul @stets at any time.

We are asking our stockholders to approve the tegehis policy. If this policy is repealed, we lbe able to invest more than 20% of
our assets in securities of a particular issudhout regard to whether or not such investmentaderin connection with a bridge financing.
However, in order to maintain our status as a @gdlinvestment company under Subchapter M ofrttegrial Revenue Code, we will still be
restricted from investing more than 25% of the eadfiour total assets in the securities of anyisseer (other than U.S. government
securities or the securities of other regulate@gment companies), or of two or more issuersatetontrolled by us and are engaged in the
same or similar or related trades or businessednt®ied to maintain our regulated investment congatus and thus would continue to be
subject to this regulatory requirement regardlésshether or not this fundamental policy is repédale

The repeal of this policy could lead to our poitidlecoming somewhat less diversified if we areablconcentrate more of our asse!
the securities of a particular issuer. Howeveraose we will continue to be limited in the concatitn of our investments by our regulation
as a regulated investment company, any such ineindke concentration of our investment in anyipalar issuer that would be allowed a
result of the repeal of this policy would be lintite® no more than 5%.

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

PROPOSAL 2B: APPROVAL OF AMENDMENT TO FUNDAMENTAL P OLICIES TO REPEAL
POLICY WHICH RELATES TO OUR UNDERWRITING ACTIVITIES

Our existing fundamental policy with regard to urvaéting activities provides that we will not acs an underwriter of securities of otl
issuers (except to the extent that we may be deamédnderwriter” of securities we purchase thastrhe registered under the Securities Act
before they may be offered or sold to the public).

We are asking our stockholders to approve the tegehis policy. If this policy is repealed, we lWbe able to act as an underwriter of
securities of other issuers. However, we do ndtguatte that we will do so.

In order to act as an underwriter of securitiesyweeld be required to register as a broker/deaitdr thie Securities and Exchange

Commission and to become a member of the NASD, winuld subject us to additional regulation. Moregengaging in the underwriting
of securities offerings would expose us to
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additional risks of liabilities in connection wittuch activities, including under federal and st&teurities laws. In addition, we would contil
to be limited by the restrictions imposed by Satti0(f) of the 1940 Act and the rules thereundethenunderwriting of securities by
investment companies and business development coespa

OUR BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F PROPOSAL 2B.

PROPOSAL 2C: APPROVAL OF AMENDMENT TO FUNDAMENTAL P OLICIES TO REPEAL
POLICY WHICH RELATES TO OUR ABILITY TO PURCHASE OR SELL REAL ESTATE OR
INTERESTS IN REAL ESTATE OR REAL ESTATE INVESTMENT TRUSTS.

Our existing fundamental policy with regard to ability to purchase or sell real estate, interasteal estate or interests in real estate
investment trusts states that we will not purchasgell real estate or interests in real estatearestate investment trusts (except that we
(i) purchase or sell real estate in connection wWithorderly liquidation of investments; (ii) owmet securities of companies or participate in a
partnership or partnerships that are in the businébuying, selling or developing real estateiigrfinance the purchase of real estate by our
portfolio companies).

We are asking our stockholders to approve the tegehis policy. If this policy is repealed, we Wbe able to purchase or sell real
estate, interests in real estate or interestsalhestate investment trusts. Depending on the aygeuse of any real estate we purchase, such
purchase could expose us to certain risks atteridartl estate ownership including risks relatethe economic climate of the location of
real estate, the risk that tenants of the reatestdl not be able to make payments, exposurentarenmental liability, and risks of liability fi
uninsured losses in the event of certain natusgdders. Particular types of real estate, or pdatitypes of tenants, may expose us to
additional risks. These risks may also apply to pumchase of real estate investment trust interests

Our ability to purchase real estate, interesteal estate or real estate investment trust intevetitbe limited by our regulation as a
regulated investment company under Subchapter tieofnternal Revenue Code. We intend to maintagdfatus, and in order to do so must
comply with certain income source regulations wipobvide that 90% of our gross income for eachliéecgear must be from dividends,
interest, payments with respect to securities lpand gains from sales or other dispositions ofisgées or other income derived with respect
to our business of investing in securities. Whilegistments in real estate investment trusts magyusequalifying income for this purpose,
generally investments in real estate will not. Tharsy purchases of real estate would be limitetiénfuture to those that would not threaten
noncompliance with these income source requiremerdsr Subchapter M. In addition, our investmenteal estate would be limited by
Section 55 of the 1940 Act, which requires us test at least 70% of the value of our total assetertain securities and other investments
that generally do not include real estate.

22




OUR BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F PROPOSAL 2C.

PROPOSAL 2D: APPROVAL OF AMENDMENT TO FUNDAMENTAL P OLICIES
TO REPEAL POLICY WHICH RELATES TO OUR ABILITY TO SE LL SECURITIES SHORT.

Our existing fundamental policy with regard to ability to sell securities short provides that wil mot sell securities short (except w
regard to managing the risks associated with plyiiaded securities issued by our portfolio conipah

We are asking our stockholders to approve the tepehis policy. If this policy is repealed, we gnaell securities short without regard
to whether such sales are related to managingske associated with publicly-traded securitiesiéssby our portfolio companies. Although
we do not currently intend to sell securities shobhier than with regard to managing risks of puypltcaded portfolio securities, if we were to
do so, such short sales could expose us to riskeiased with fluctuations in the trading priceseturities. In addition, the risk of loss in
short sales is potentially unlimited.

OUR BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F PROPOSAL 2D.

PROPOSAL 2E: APPROVAL OF AMENDMENT TO FUNDAMENTAL P OLICIES TO REPEAL POLICY WHICH RELATES TO
OUR ABILITY TO PURCHASE SECURITIES ON MARGIN.

Our existing fundamental policy with regard to fhasing securities on margin provides that we vatl purchase securities on margin
(except to the extent that we may purchase seesisitith borrowed money).

We are asking our stockholders to approve the tegehis policy. If this policy is repealed, we ynpurchase securities on margin,
although we do not currently intend to do so. Pasafig securities on margin would increase our axpo fluctuations in the value of such
securities as a result of our leveraged positiam. &@bility to engage in margin transactions wouditmited by the asset coverage
requirements of Section 61 of the 1940 Act.

OUR BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F PROPOSAL 2E.

PROPOSAL 2F: APPROVAL OF AMENDMENT TO FUNDAMENTAL P OLICIES TO REPEAL POLICY WHICH RELATES TO
OUR ABILITY TO WRITE OR BUY PUT OR CALL OPTIONS.

Our existing fundamental policy with regard to ability to write or buy put or call options provisléhat we will not write or buy put or
call options (except (i) to the extent of warramt£onversion privileges in connection with our @sgion financing or other investments and
rights to require the issuers of such investmenthair affiliates to repurchase them under cergiicumstances, (i) with regard to managing
risks associated with publicly-traded securitissiédd by our portfolio companies, or (iii) with reddo managing the risks associated with
interest rate fluctuations).

We are asking our stockholders to approve the tegehis policy. If this policy is repealed, we ynerite or buy put or call options
without any of the limitations described in oursiig policy. Although we do not currently interedwrite or buy put or call options under
such circumstances, if we were to do so, this wenjabse the company to potentially magnified riskstock fluctuations if they are done
speculatively (i.e., not covered positions).
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OUR BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F PROPOSAL 2F.

PROPOSAL 2G: APPROVAL OF AMENDMENT TO FUNDAMENTAL P OLICIES TO REPEAL POLICY WHICH RELATES TO
OUR ABILITY TO ENGAGE IN THE PURCHASE OR SALE OF CO MMODITIES OR COMMODITY CONTRACTS,
INCLUDING FUTURES CONTRACTS.

Our existing fundamental policy with regard to fhechase or sale of commodities or commodity catdrancluding futures contracts,
provides that we will not engage in the purchassate of commodities or commodity contracts, inaglgdutures contracts (except where
necessary in working out distressed loan or investreituations or in managing the risks associaftitlinterest rate fluctuations).

We are asking our stockholders to approve the tegehis policy. If this policy is repealed, we ynpurchase or sell commaodities or
commodity contracts without any of the limitatiagesscribed in our existing policy. We do not antitgpthat we will engage in the purchase
or sale of commodities or commodity contracts i filture. If we did engage in such purchases essale would be exposed to certain risks
associated with the commodities market to whichaweenot currently exposed, such as significantepitiectuations. Our investments in
commodities or commaodity contracts would be limidSection 55 of the 1940 Act, which requiresagwest at least 70% of the value of
our total assets in certain securities and otharstments that generally do not include commoddiesommaodity contracts.

OUR BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F PROPOSAL 2G.

PROPOSAL 2H: APPROVAL OF AMENDMENT TO FUNDAMENTAL P OLICIES TO REPEAL POLICY WHICH RELATES TO
OUR ABILITY TO ACQUIRE VOTING STOCK OF, OR INVESTIN G IN, ANY SECURITIES ISSUED BY ANY OTHER
INVESTMENT COMPANY.

Our existing policy with regard to acquiring votiagpck of, or investing in, any securities issugdiby other investment company
provides that we will not acquire more than 3%l voting stock of, or invest more than 5% of amialtassets in, any securities issued by
any other investment company (except as they macfeired as part of a merger, consolidation ougitipn of assets).

We are asking our stockholders to approve the tegehis policy. If this policy is repealed, itrsply would no longer be one of our
fundamental policies. However, under Section 14(dyf the 1940 Act, these restrictions would comitio apply. We would also still be
limited by the 1940 Act to investing no more th@%4.of the value of our total assets in such staaitloer securities of other investment
companies and no more than 30% of our assets étsasther than those listed in Section 55(a) ofl8&0 Act, which we refer to as
Qualifying Assets. Generally, our regulation asiaibess development company under the 1940 Actresjiinat at least 70% of our assets be
invested in Qualifying Assets, which include: figtsecurities of “eligible portfolio companies,®ttefinition of which excludes investment
companies (other than a small business investnanpanies wholly owned by us), or (ii) cash, casmi, government securities or high
quality debt securities maturing in one year os ligeem the time of investment.

OUR BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F PROPOSAL 2H.
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Conclusion and Recommendation; Vote Required

Under the 1940 Act, approval of an amendment toadrilge Fundamental Policies requires an affirnetiote of a majority of all of our
outstanding voting securities, regardless of whethe holders of such shares are present andeghtitlvote at the Annual Meeting. The
affirmative vote of a “majority,” as defined in td®40 Act, of our outstanding shares is requiredpprove each of Proposals 2A-2H. Under
the 1940 Act, the vote of holders of a “majorityeans the vote of the holders of the lesser of {&) 6r more of our outstanding shares
present at the meeting or represented by proXeitiblders of more than 50% of our outstandingeshare present or represented by proxy,
or (b) more than 50% of our outstanding shares. BEARD OF DIRECTORS RECOMMENDS A VOTEOR APPROVAL OF EACH Ol
THE AMENDMENTS TO THE FUNDAMENTAL POLICIES TO REPEHASUCH POLICIES AS DESCRIBED IN PROPOSALS 2A-2H.
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SECURITY OWNERSHIP OF
CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informati@garding the ownership of our common stock asipnéJl5, 2007 by: (i) each director
and nominee for director; (ii) each of our execaitdfficers; (iii) all of our executive officers amtitectors as a group; and (iv) all those known
by us to be beneficial owners of more than fivecpat of our common stock. Except as otherwise natedaddress of the individuals below
is c/o Gladstone Investment Corporation, 1521 Wastth Drive, Suite 200, McLean, VA 22102.

Beneficial Ownership(1)

Dollar Range of

Aggregate Dollar
Range of Equity
Securities of all

Equity Funds Overseen
Securities by Directors in
of the Company Family of
Owned Investment
Number of Percent of by Directors Companies

Name and Address Shares Total (2) (2)(3)

Executive Officers and Directors:
David Gladstont 114,64( * Over $100,00( Over $100,00(
Terry Lee Brubaker(4 10,651 @ Over $100,00( Over $100,00(
George Stelljes Il 10,44¢ * Over $100,00( Over $100,00(
Harry T. Brill, Jr. 806 * $10,001- $50,000 Over $100,00(
Gary Gerson(5 434 * $1,000- $10,000 $10,001- $50,000
Anthony W. Parke 3,83¢ * $50,001- $100,000 Over $100,00(
David A.R. Dullum(6) 8,00C * Over $100,00( Over $100,00(
Michela A. Englisk 1,00C * $10,001- $50,000 Over $100,00(
Paul Adelgrer 1,00t * $10,001- $50,000 $50,001- $100,00C
Maurice Coulor 0 L None $10,001- $50,000
John H. Outlanc 1,00C * $10,001- $50,000 $50,001- $100,00C
Gerard Meac 510 * $1,000- $10,000 $10,001- $50,000

All executive officers and directors as a group
(12 persons 152,331 * N/A N/A

Other Stockholders:

Burgundy Asset Management Ltd.i 1,200,64¢ 7.3% N/A N/A

181 Bay Street, Suite 45:

Toronto, Ontario M5J 2T

Ferris, Baker Watts, Incorporated: 1,093,78: 6.6% N/A N/A

100 Light Street
Baltimore, Maryland 2120

*

1)

Less than 1%

This table is based upon information supplied Hbicefs, directors and principal stockholders. Usletherwise indicated in the
footnotes to this table and subject to communitypprty laws where applicable, we believe that eddhe stockholders nhamed in this

table has sole voting and sole
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()
(3)

(4)
()
(6)
(7)
(8)

investment power with respect to the shares indécas beneficially owned. Applicable percentagesased on 16,560,100 shares
outstanding on June 15, 2007.

Ownership calculated in accordance with Rule 1&g(2] of the 1934 Act.

Each of our directors and executive officers i® @slirector or executive officer, or both, of Glamhe Capital Corporation, our affiliate
and a business development company, and Gladstamen€rcial Corporation, our affiliate and a reahésinvestment trust, each of
which is also externally managed by our Adviser.

Includes 2,000 shares held by Mr. Brubaker’s spouse

Includes 334 shares held by Mr. Gerson’s spouse.

Includes 1,000 shares held by Mr. Dullum’s spouse.

This information has been obtained from a Scheii&(@ filed by Burgundy Asset Management Ltd. wita 8EC on February 1, 2007.

This information has been obtained from a Schei&(@ filed by Ferris, Baker Watts, Incorporated (=) with the SEC on

February 9, 2007. According to the Schedule 13@&;js$-bad sole voting and dispositive power withpesst to 29,800 shares and shared
voting and dispositive power with respect to 1,983, shares in its capacity as an investment adviser
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the 1934 Act requires our directord executive officers, and persons who own riizne ten percent of a registered
class of our equity securities, to file with theGSHitial reports of ownership and reports of ches\gh ownership of common stock and our
other equity securities. Officers, directors anelager than ten percent stockholders are requireé®B8y regulation to furnish us with copies of
all Section 16(a) forms they file.

To our knowledge, based solely on a review of thgies of such reports furnished to us and writeggresentations that no other reports
were required, during the fiscal year ended Marth2®07, all Section 16(a) filing requirements &mile to our officers, directors and
greater than ten percent beneficial owners wereptiechwith.

COMPENSATION DISCUSSION AND ANALYSIS

Our chief executive officer, chief operating officehief investment officer, chief financial officand treasurer are salaried employee
our Adviser and our Administrator, which are aéftks of ours. Our Adviser and Administrator payshkaries and other employee benefits of
the persons in their respective organizations veimaler services for us. These services have beecoatidue to be provided pursuant to the
terms of the Advisory Agreement and the AdministratAgreement, as applicable.

Compensation Philosophy

For our long-term success and enhancement of lemg-$tockholder value, we depend on the manageameinanalytical abilities of our
executive officers, who are employees of, and arepensated by, our Adviser and Administrator. Dyitime last fiscal year, we implemented
our philosophies of attracting, retaining and redirag executive officers and others who contribotetr long-term success and motivating
them to enhance stockholder value through our Casgi®mn Committee’s oversight of our Adviser’'s cangation practices under the terms
of the Advisory Agreement. The key elements of @ampensation philosophy include:

« ensuring that base salary paid to our executiviear® is competitive with other leading companiéhwhich we compete for
talented investment professionals;

» ensuring that bonuses paid to our executive offieee sufficient to provide motivation to achiewe principal business and
investment goals and to bring total compensatiarotapetitive levels; and

« providing incentives to ensure that our executifficers are motivated over the long term to achiemebusiness and investment
objectives.

Base Salary and Bonuses
During the fiscal year ended March 31, 2007, then@ensation Committee fulfilled its oversight roledeviewing the Advisory

Agreement to determine whether the fees paid tddduiser were in the best interests of the stoatbd. The Compensation Committee has
also reviewed the performance of our Adviser t@daine whether the compensation paid to our exesuffficers was reasonable in relation
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to the nature and quality of services performedwhdther the provisions of the Advisory Agreemeetavbeing satisfactorily performed.
Specifically, the committee considered factors sagh

 the pay practices of our Adviser in relation togb®f leading financial services companies witholvlour 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 performaricair investments;

« our Adviser’s ability to hire, train, supervise amanage new employees as needed to effectivelygeama future growth;
» the success of our Adviser in generating appropiratestment opportunities;

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

« additional revenues realized by our Adviser andffiates through their relationship with us, viher 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 firaisby our Adviser;

the quality of our portfolio relative to the invastnts generated by our Adviser for its other ciganhd

« the extent to which our Adviser’s performance hdlpe to achieve our principal business and investmigjectives of generating
income for our stockholders in the form of quasterdsh distributions that grow over time and insieg the value of our common
stock.

The Compensation Committee’s oversight role alstuites review of the above-described factors watiard to the compensation of the
employees of our Administrator, including our cHietincial officer and treasurer, and our Admirastr's performance under the
Administration Agreement. The Board may, pursuarthe terms of each of the Advisory and AdministratAgreements, terminate either of
the agreements at any time and without penaltyngpdy days’ prior written notice to our Adviser aur Administrator, as applicable. In the
event of an unfavorable periodic review of the perfance of our Adviser or our Administrator in aatance with the criteria set forth above,
the Compensation Committee would provide a remottié Board of its findings and provide suggestioitemedial measures, if any, to be
sought from our Adviser or our Administrator, aplégable. If such recommendations are, in the &itunrade by the Compensation
Committee and are not implemented to the satisfadf the Compensation Committee, it may recommexacise of our termination rights
under the Advisory Agreement or Administration Agmeent.

Long-Term I ncentives
The Compensation Committee believes that the ineestructure provided for under the Advisory Agremt is an effective means of

creating long-term stockholder value and promoéregcutive retention.
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In addition to a base management fee, the Advidgrngement includes incentive fees that we pay tofalviser if our performance
reaches certain benchmarks. These incentive feaatanded to provide an additional incentive for Adviser to achieve targeted levels of
net investment income and to increase distributformur stockholders. The incentive fee consistsvofparts: an income-based incentive fee
and a capital gains incentive fee. The income-basmhtive fee rewards our Adviser if our quartert investment income (before giving
effect to any incentive fee) exceeds 1.75% of @irassets (the “hurdle rate”). We pay our Advisem@ome incentive fee with respect to our
pre-incentive fee net investment income in eacaraidr quarter as follows:

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

« 100% of our pre-incentive fee net investment incawith respect to that portion of such pre-incenfize net investment income, if
any, that exceeds the hurdle rate but is less2HE8v75% in any calendar quarter (8.75% annualizet;

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

The second part of the incentive fee is a capaalgincentive fee that is determined and payabéerears as of the end of each fiscal
year (or upon termination of the Advisory Agreemerst of the termination date), and equals 20% ofealized capital gains as of the enc
the fiscal year. In determining the capital gaimsentive fee payable to our Adviser, we calculagedumulative aggregate realized capital
gains and cumulative aggregate realized capitakbsince our inception, and the aggregate unedatiapital depreciation as of the date of
the calculation, as applicable, with respect tdhezdahe investments in our portfolio.

Income realized by our Adviser from any such inoentees will be paid by our Adviser to eligible ployees in amounts based on their
respective contributions to our success in meetirggoals. This incentive compensation structudeisgned to create a direct relationship
between the compensation of our executive offieasother employees of our Adviser and the incontecapital gains realized by us as a
result of their efforts on our behalf. We beliehattthis structure rewards our executive officers ather employees of our Adviser for the
accomplishment of long-term goals consistent withihterests of our stockholders.

Personal Benefits Policies

Our executive officers are not entitled to operatder different standards than other employeesioAdviser and our Administrator
who work on our behalf. Our Adviser and Administratio not have programs for providing personal fieperquisites to executive officers,
such as permanent lodging, personal use of comyeatmgles, or defraying the cost of personal eniemant or family travel. Our Adviser’s
and Administrator’s health care and other insurgrograms are the same for all of its eligible esgpks, including our executive officers.
We expect our executive officers to be exempladeuour Code of Business Conduct and Ethics, wisielpplicable to all employees of our
Adviser and Administrator who work on our behalf.
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Executive Compensation

None of our executive officers receive direct congagion from us. We do not currently have any eygss and do not expect to have
any employees in the foreseeable future. The ssviecessary for the operation of our businesgrakéded to us by our officers and the
other employees of our Adviser and Administratarspiant to the terms of the Advisory and Administra Agreements, respectively.

Mr. Gladstone, our chairman and chief executiveceff Mr. Brubaker, our vice chairman, chief opergofficer and secretary and

Mr. Stelljes, our president and chief investmeficef, are all employees of and compensated djréxstlour Adviser. Mr. Brill, our chief
financial officer, and Mr. Gerson, our treasureg employees of our Administrator. Under the Adstirdtion Agreement, we reimburse our
Administrator for our allocable portion of the s&a and benefits expenses of Messrs. Brill ang@erFor the fiscal year ended March 31,
2007, we reimbursed $43,153.74 of Mr. Brill's sgla$6,854.20 of his bonus, and $4,915.61 of thé abkis benefits that were paid by our
Administrator.

Employment Agreements

Because our executive officers are employees ofduiser and our Administrator, we do not pay casmpensation to them directly in
return for their services to us and we do not leweloyment agreements with any of our executivie@f§. Pursuant to the terms of the
Administration Agreement, we make payments equalicallocable portion of our Administrator’'s ovedd expenses in performing its
obligations under the Administration Agreementiithg, but not limited to, our allocable portiontbé salaries and benefits expenses of our
chief financial officer and treasurer. For addiabmformation regarding this arrangement, see t&erTransactions.”

Equity, Post-Employment, Non-Qualified Deferred and Change-1 n-Control Compensation

We do not offer stock options, any other form afiiggcompensation, pension benefits, non-qualifieterred compensation benefits, or
termination or change-in-control payments to angwfexecutive officers.

Conclusion

We believe that the elements of the Adviser’s dnedAdministrator’'s compensation programs indivitiuahd in the aggregate strongly
support and reflect the strategic priorities onakhive have based our compensation philosophy. Bhrthe incentive structure of the
Advisory Agreement described above, a significantipn of their compensation programs have beet cantinue to be contingent on our
performance, and realization of benefits is closieked to increases in long-term stockholder vall¥e remain committed to this philosophy
of paying for performance that increases stockholdfue. The Compensation Committee will continiseniork to ensure that this
commitment is reflected in a total executive congagion program that enables the Adviser and theiAidimator to remain competitive in tl
market for talented executives.
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Director Compensation

The following table shows for the fiscal year endiéalch 31, 2007 certain information with respecthte compensation of all our non-
employee directors:

DIRECTOR COMPENSATION FOR FISCAL 2007

Fees Earned or

Paid in
Name Cash ($) Total ($)
(@ (b) (h)

Paul W. Adelgren $ 28,00C $ 28,00(
Maurice W. Coulor $ 30,00C $ 30,00(¢
David A.R. Dullum $ 31,00C $ 31,00C
Michela A. Englist $ 31,00C $ 31,00¢
Gerard Mea $ 27,00C $ 27,00(
John H. Outlan $ 27,00C $ 27,00(¢
Anthony W. Parke $ 33,00C $ 33,00¢

As compensation for serving on our Board of Diresteach of our independent directors receivesianal fee of $20,000, an additiol
$1,000 for each Board of Directors meeting attended an additional $1,000 for each committee mgeditended if such committee meet
takes place on a day other than when the full Bo&Rirectors meets. In addition, the chairpersbthe Audit Committee receives an annual
fee of $3,000, and the chairpersons of each o€tivapensation and Ethics, Nominating and Corporatee@Gance committees receive anr
fees of $1,000 for their additional services instheapacities. We also reimburse our directorthfeir reasonable out-of-pocket expenses
incurred in attending Board of Directors and contesitmeetings.

On July 11, 2006 we adopted the Joint Directorsquatified Excess Plan of Gladstone Investment Qaam, Gladstone Capital
Corporation and Gladstone Commercial Corporatiba {Deferred Compensation Plan”). Effective Janugrg007, the Deferred
Compensation Plan provides our non-employee direetith the opportunity to voluntarily defer directfees on a pre-tax basis, and to invest
such deferred amounts in self-directed investmettants. The Deferred Compensation Plan does loot ak to make discretionary
contributions to the account of any director.

We do not pay any compensation to directors who sdsve as our officers, or as officers or directafrour Adviser or our
Administrator, in consideration for their serviceus. Our Board of Directors may change the congiersof our independent directors in its
discretion. None of our independent directors nemtiany compensation from us during the fiscal yeaied March 31, 2007 other than for
Board of Directors or committee service and meefi@as.
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Certain Transactions
Advisory and Administration Agreements

Under the Advisory Agreement, our Adviser is resgible for our day-to-day operations and adminigiratrecord keeping and
regulatory compliance functions. Specifically, taessponsibilities included identifying, evaluatimggotiating and consummating all
investment transactions consistent with our investnobjectives and criteria; providing us withrajuired records and regular reports to our
Board of Directors concerning our Adviser’s effoots our behalf; and maintaining compliance withrafjulatory requirements applicable to
us. Prior to January 1, 2007, the base managementds assessed at an annual rate of 2.0% conguthd basis of the average value of
gross invested assets at the end of the two mostlg completed quarters, which was total asests the cash proceeds and cash and cash
equivalent investments from the proceeds of otiainpublic offering that were not invested in deloid equity securities of portfolio
companies, and was computed and payable quamBsiinning in periods subsequent to December 316,20@ base management fee was
assessed at an annual rate of 2.0% computed drasieof the average value of our gross assete &nd of the two most recently completed
quarters, which are total assets, including investsimade with proceeds of borrowings, less anywasiied cash or cash equivalents
resulting from borrowings. This new calculation veaigjinally scheduled to begin in periods after btaB1, 2006; however, on April 11,
2006, July 11, 2006 and October 10, 2006, our Boamirectors accepted voluntary waivers from oulviser that allowed the former
calculation of the base management fee to be eféetttrough June 30, 2006, September 30, 2006 aeember 31, 2006, respectively. The
Advisory Agreement also provides for an incentige,fwhich consists of two parts: an incob@sed incentive fee and a capital gains ince
fee. The income-based incentive fee rewards ouis&dvf our quarterly net investment income (befgingng effect to any incentive fee)
exceeds 1.75% of our net assets (the “hurdle rateé) pay our Adviser an income incentive fee wébprect to our pre-incentive fee net
investment income in each calendar quarter asvstlo

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

« 100% of our pre-incentive fee net investment incawith respect to that portion of such pre-incenfize net investment income, if
any, that exceeds the hurdle rate but is less2tiE875% in any calendar quarter (8.75% annualizeu);

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

The second part of the incentive fee is a capaalgincentive fee that is determined and payabéerears as of the end of each fiscal
year (or upon termination of the Advisory Agreemerst of the termination date), and equals 20% ofealized capital gains as of the enc
the fiscal year. In determining the capital gaimsentive fee payable to our Adviser, we calculagedumulative aggregate realized capital
gains and cumulative aggregate realized capitab®bsince our inception, and the aggregate uneeatizpital depreciation as of the date of
the calculation, as applicable, with respect tdhezcahe investments in our portfolio.

Under the Administration Agreement, we pay seprdbe administrative services, which payments egi@al to our allocable portion of
our Administrator’s overhead expenses in perforniis@bligations under the Administration Agreeméntluding rent for the space
occupied by our Administrator, and our allocabletipo of the salaries and benefits expenses otbigf financial officer, treasurer, chief
compliance officer and controller and their resiwecstaffs.
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Our Adviser is controlled by David Gladstone, tiaicman of our Board of Directors and our chiefar@ve officer. Mr. Gladstone is
also the chairman of the Board of Directors an@fcekecutive officer of our Adviser. Terry Lee Bakler, our vice chairman, chief operating
officer, secretary and director, is a member ofBbard of Directors of our Adviser and its vice chean, chief operating officer, and
secretary. George Stelljes IlIl, our president amdfdnvestment officer, is also a member of theiioof Directors of our Adviser and its
president and chief investment officer. Harry Bidllir chief financial officer, is also chief findatofficer of our Adviser. Gary Gerson, our
treasurer, is also treasurer of our Adviser.

During the fiscal year ended March 31, 2007, wel patial fees of approximately $3.1 million to oudwvser under the Advisory
Agreement and $0.5 million to our Administratoidenthe Administration Agreement.

Conflict of Interest Policy

We have adopted policies to reduce potential ccisfbf interest. In addition, our directors arejeabto certain provisions of Delaware
law that are designed to minimize conflicts. Under current conflict of interest policy, withoutetlapproval of a “required majority,” as
defined under the 1940 Act, which means both a ntgjof directors who have no financial interestlm transaction and a majority of
directors who are not interested persons of ouesyill not:

< acquire from or sell to any of our officers, direrst or employees, or any entity in which any of officers, directors or employees |
an interest of more than 5%, any assets or otlogrepty;

* Dborrow from any of our directors, officers or emysdes, or any entity in which any of our officergedtors or employees has an
interest of more than 5%; or

« engage in any other transaction with any of owedars, officers or employees, or any entity inahhény of our directors, officers or
employees has an interest of more than 5% (exbapbtir Adviser may lease office space in a bugdhat we own, provided that the
rental rate under the lease is determined by alepandent directors to be at a fair market rate).

Where allowed by applicable rules and regulatifmasgn time to time we may enter into transactionthwvaiur Adviser or one or more of
its affiliates. A required majority of our direciyras defined under the 1940 Act, must approveugt transactions with our Adviser or its
affiliates.

Indemnification

In our certificate of incorporation and bylaws, have agreed to indemnify certain officers and deccby providing, among other
things, that we will indemnify such officer or diter, under the circumstances and to the extentiged for therein, for expenses, damages,
judgments, fines and settlements he or she magdéred to pay in actions or proceedings whichthghe is or may be made a party
reason of his or her position as our director ceffior other agent, to the fullest extent permitteder Delaware law and our bylaws.
Notwithstanding the foregoing, the indemnificatjgmovisions shall not protect any officer or direchom liability to us or our stockholders
a result of any action that would constitute willfaisfeasance, bad faith or gross negligence irp#r®rmance of such officer’s or director’s
duties, or reckless disregard of his or her obiigest and duties.

Each of the Advisory and Administration Agreememtsvide that, absent willful misfeasance, bad faitlyross negligence in the

performance of their duties or by reason of th&less disregard of their duties and obligationgtif@assame may be determined in accordance
with the 1940 Act and any
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interpretations or guidance by the SEC or its dtefeunder), our Adviser, our Administrator anéitliespective officers, managers, agents,
employees, controlling persons, members and arer géerson or entity affiliated with them are eptitto indemnification from us for any
damages, liabilities, costs and expenses (includiagonable attorneys’ fees and amounts reasopalulyn settlement) arising from the
rendering of our Adviser’s or Administratgrservices under the Advisory or Administration égments or otherwise as an investment ad
of ours.

HOUSEHOLDING OF PROXY MATERIALS

The SEC has adopted rules that permit companiessgrthediaries (e.g., brokers) to satisfy thewdaly requirements for proxy
statements and annual reports with respect to twaose stockholders sharing the same address byedal a single proxy statement
addressed to those stockholders. This processhvigmmmonly referred to as “householding,” paediyt means extra convenience for
stockholders and cost savings for companies.

This year, a number of brokers with account holddre are Gladstone Investment Corporation stocldrsldill be “householding” our
proxy materials. A single proxy statement will badidered to multiple stockholders sharing an adslteggdess contrary instructions have been
received from the affected stockholders. Once yareheceived notice from your broker that they wil*householding” communications to
your addres<*householding” will continue until you are notifietherwise or until you revoke your consent. Ifaay time, you no longer
wish to participate in “householding” and would fereto receive a separate proxy statement and aneypert, please notify your broker.
Direct your written request to Investor Relatiohd 521 Westbranch Drive, Suite 200, McLean, Virgjr22102 or call our toll-free investor
relations line at 1-866-365745. Stockholders who currently receive multipipies of the proxy statement at their addressesvandt like tc
request “householding” of their communications dtdaontact their brokers.

OTHER MATTERS
The Board of Directors knows of no other mattee thill be presented for consideration at the Anfieeting. If any other matters are
properly brought before the meeting, it is therniten of the persons named in the accompanyingypt@xote on such matters in accordance

with their best judgment.

By Order of the Board of Directo

T Yoy Bl

Terry Brubaker
Secretary

June 27, 2007
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EXHIBIT A

GLADSTONE INVESTMENT CORPORATION
EXISTING FUNDAMENTAL POLICIES

We seek to achieve a high level of current inconte@pital gains through investments in debt séearand preferred and common
stock that we acquired in connection with buyout ather recapitalizations. The following restricisy along with these investment
objectives, are our only fundamental policies, whace policies that may not be changed withoushoval of the holders of the majority of
our outstanding voting securities, as defined smltivestment Company Act of 1940 (the “1940 AcThe percentage restrictions set forth
below, other than the restriction pertaining to igsiance of senior securities, as well as thostaowed elsewhere herein, apply at the time
effect a transaction, and a subsequent changeéncantage resulting from market fluctuations or eause other than an action by us will
require us to dispose of portfolio securities otatoe other action to satisfy the percentage rttn. We will at all times conduct our business
S0 as to retain our status as a business develomopany. In order to retain that status, we natyacquire any assets (other than non-
investment assets necessary and appropriate mpeuations as a business development company)ef,giving effect to such acquisition,
the value of our “qualifying assets” is less th&367of the value of our total assets. We anticipiade the securities we seek to acquire
(provided that we control or, through our officersother participants in the financing transactimake significant managerial assistance
available to the issuers of these securities),elbag temporary investments, will generally belifyiag assets.

We may invest up to 100% of our assets in secaré@uired directly from issuers in privately negtetd transactions. With respect to
such securities, we may, for the purpose of pukkale, be deemed an “underwriter” as that terdefimed in the Securities Act of 1933, as
amended (the “Securities Act”). We may invest ug@b of our assets in securities of a particulsmes. We may exceed this limitation in
connection with bridge financings, although thesdde investments will never exceed 25% of ourltassets at any time. We do not inten
concentrate our investments in any particular itrgus group of industries. However, it is possitilat, as the values of our portfolio
companies change, one industry or a group of imggstnay comprise in excess of 25% of the valueuwoftotal assets.

We will at all times endeavor to conduct our busggo as to retain our status as a regulated measttompany under the 1940 Act. In
order to do so, we must meet income source, asggsiication and annual distribution requiremen& may issue senior securities, such as
debt or preferred stock, to the extent permittedhigy1940 Act for the purpose of making investmgiatéund share repurchases, or for
temporary emergency or other purposes.

We will not (1) act as an underwriter of securitid®ther issuers (except to the extent that we beagieemed an “underwriter” of
securities we purchase that must be registeredr thel&securities Act before they may be offeredadd to the public); (2) purchase or sell
real estate or interests in real estate or reategtvestment trusts (except that we may (a) meeland sell real estate or interests in reale
in connection with the orderly liquidation of integents, (b) own the securities of companies oligipéte in a partnership or partnerships
are in the business of buying, selling or develgpeal estate, or (c) finance the purchase ofastalte by our portfolio companies); (3) sell
securities short (except with regard to managiegitks associated with publicly-traded securisssied by our portfolio companies);

(4) purchase securities on margin (except to thenéxhat we may purchase securities with borromedey); (5) write or buy put or call
options (except (i) to the extent of warrants amarsion privileges in connection with our acquisitfinancing or other investments and
rights to require the issuers of such




investments or their affiliates to repurchase therder certain circumstances, (ii) with regard toaging risks associated with publicly-
traded securities issued by our portfolio comparoesiii) with regard to managing the risks assated with interest rate fluctuations);

(6) engage in the purchase or sale of commoditiesmmodity contracts, including futures contrgetscept where necessary in working out
distressed loan or investment situations or in rgangathe risks associated with interest rate flattans); or (7) acquire more than 3% of the
voting stock of, or invest more than 5% of our kaissets in, any securities issued by any otheysimrent company (except as they may be
acquired as part of a merger, consolidation or iadtpn of assets). That portion of our investmehts is in securities issued by other
investment companies may subject our stockholaeasidlitional expenses.




EXHIBIT B

GLADSTONE INVESTMENT CORPORATION
PROPOSED INVESTMENT POLICIES

We seek to achieve a high level of current inconte@pital gains through investments in debt séearand preferred and common
stock that we acquired in connection with buyout ather recapitalizations. The following investmpuoticies, along with these investment
objectives, may not be changed without the approivalir Board of Directors.

We will at all times conduct our business so a®tain our status as a business development compaayder to retain that status, we
may not acquire any assets (other than non-invedtassets necessary and appropriate to our opgsatoa business development company)
if, after giving effect to such acquisition, thdwe of our “qualifying assets’ less than 70% of the value of our total as$#ts anticipate the
the securities we seek to acquire, as well as tesmpanvestments, will generally be qualifying asse

We will at all times endeavor to conduct our busiso as to retain our status as a regulated meaescompany under the Investment
Company Act of 1940 (the “1940 Act”). In order to go, we must meet income source, asset diversificand annual distribution
requirements. We may issue senior securities, ascebt or preferred stock, to the extent permiitethe 1940 Act for the purpose of
making investments, to fund share repurchasesrdefmporary emergency or other purposes.




GLADSTONE INVESTMENT CORPORATION
PROXY SOLICITED BY THE BOARD OF DIRECTORS
FOR THE 2007 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON AUGUST 8, 2007

The undersigned hereby appointsyHarill and George Stelljes IIl, and each of thanting individually, as attorneys and proxies
of the undersigned, with full power of substitutiom vote all of the shares of stock of Gladstaneestment Corporation which the
undersigned may be entitled to vote at the Annuaétihg of Stockholders of Gladstone Investment Gatjon to be held at the Hilton
McLean at 7920 Jones Branch Drive, McLean, VA 222Wednesday, August 8, 2007 at 11:00 a.m. (liwa), and at any and all
postponements, continuations and adjournmentsdhewvith all powers that the undersigned would sssf personally present, upon and in
respect of the following matters and in accordamitk the following instructions, with discretionaaythority as to any and all other matters
that may properly come before the meeting.

Unless a contrary direction is indated, this proxy will be voted in favor of each ofthe nominees listed in Proposal 1 and in
favor of Proposals 2A-2H as more specifically desitred in the proxy statement. If specific instructims are indicated, this proxy will be
voted in accordance therewith.

(Continued and to be signed on reverse side)
GLADSTONE INVESTMENT
P.O. BOX 11037
NEW YORK, N.Y. 10203-0037
To change your address, please mark this bdx

DETACH PROXY CARD HERE




Please vote, date and promptly return this proxjén Vote must be indicated (x) in Black or Blue Ink
enclosed return envelope which is postage prepaiciied

in the United State!

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR EACH N OMINEE FOR DIRECTOR LISTED BELOW.
Proposal 1 To elect three directors to hold office until tH&l® Annual Meeting of Stockholdel

FOR all nominees Liste: £ WITHHOLD AUTHORITY £ * FOR all except £
to vote for all nominees liste

Nominee: David Gladstor Nominee:John H. Outlan: Nominee:Paul W. Adelgrer
To withhold authority to vote in favor of any nominee, mark “FOR all except” and write the name of thenominee below:

*Exceptions

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR PROPOSAL 2A, 2B, 2C, 2D, 2E, 2F, 2G, AND 2H.

FOR AGAINST ABSTAIN
Proposal 2A: To approve an amendment to our fundamental poltoiespeal policy O O O
which relates to our ability to invest in secustiaf a particular issue

FOR AGAINST ABSTAIN
Proposal 2B: To approve an amendment to our fundamental policiespeal policy O O O
which relates to our underwriting activitie

FOR AGAINST ABSTAIN
Proposal 2C: To approve an amendment to our fundamental policiespeal policy O O O
which relates to our ability to purchase or sedll estate or interests in real
estate or real estate investment trt




Proposal 2D:

Proposal 2E:

Proposal 2F:

Proposal 2G:

Proposal 2H:

To approve an amendment to our fundamental poltoiespeal policy
which relates to our ability to sell securities gh

To approve an amendment to our fundamental poltoiespeal policy
which relates to our ability to purchase securitivsnargin.

To approve an amendment to our fundamental policiespeal policy
which relates to our ability to write or buy putaall options.

To approve an amendment to our fundamental poltoiespeal policy
which relates to our ability to engage in the passhor sale of commoditi
or commodity contracts, including futures contra

To approve an amendment to our fundamental poltoiespeal policy
which relates to our ability to acquire voting $taxf, or investing in, any
securities issued by any other investment comg

FOR

FOR

FOR

FOR

FOR

AGAINST
O

AGAINST
O

AGAINST
O

AGAINST
O

AGAINST
O

ABSTAIN
O

ABSTAIN
O

ABSTAIN
O

ABSTAIN
O

ABSTAIN
O




In their discretion, the proxies are authorizeddte on any other business as may properly conmwdéfie meeting or any adjournment or
postponement thereof.

SCANLINE

Please sign exactly as your name or names appesrhéf the stock is registered in the names af tw
or more persons, each should sign. Executor, adtratdr, trustee, guardian and attorneys-in-fact
should add their titles. If signer is a corporatiplease give full corporate name and have a duly
authorized officer sign, stating title. If signsrd partnership, please sign in partnership name by
authorized person.

Date Share Owner sign here @eRer sign hel




