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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE QUARTER ENDED MARCH 31, 2010.
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

COMMISSION FILE NUMBER: 0-53504

KEATING CAPITAL, INC.

(Exact name of registrant as specified in its chaetr)

Maryland 26-2582882
(State or other jurisdiction of (I.R.S. Employer
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(720) 889-0139
(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant € filed all reports required to be filed by SewmtiB or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject
to such filing requirements for the past 90 dayss YXI No [

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpo¥dtb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Yd3 NoO .

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting

company. See definition of “accelerated filer,”rja accelerated filer” and “smaller reporting comgain Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filel] Accelerated filer O
Non-accelerated filer [X] Smaller reporting comparl]
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExgje Act). Yes I No

Indicate the number of shares outstanding of etiiedssuer’s classes of common stock, as ofdtest practicable date.

The number of shares of the issuer's Common S&@K01 par value, outstanding as of May 12, 2018 y866,069.
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PART | — FINANCIAL INFORMATION

Item 1. Financial Statements
Keating Capital, Inc .
Statements of Assets and Liabilities
(Unaudited)
December
March 31, 31,
2010 2009
Assets
Investments in portfolio company securities at Yaitue:
Non-control/non-affiliate investment (cost: $1,00@) at March 31, 2010) $ 1,550,000 $ -
Shor-term investments at fair value (cost: $3,600,00 $3,000,00(
at March 31, 2010 and December 31, 2009, respégti 3,600,00! 3,000,00!
Cash and cash equivalel 1,501,211 367,91¢
Prepaid expenses and other as 67,81 33,57
Deferred offering costs 434,16¢ 501,89
Total Assets 7,153,20: 3,903,38
Liabilities
Base management fees payable to Investment Ac 26,54¢ 29,46¢
Administrative fees payable to Investment Advi 74,47( 67,13t
Reimbursable expenses payable to Investment Ad 9,33¢ 18,06:
Accounts payabl 30,16: 32,11
Accrued expenses and other liabilities 53,11: 37,11:
Total Liabilities 193,63( 183,89:
Net Assets $ 695957 $ 3,719,49
Components of Net Assets
Common stock, $0.001 par value; 200,000,000 stargmrized
914,515 and 569,900 shares issued and outstansliof
March 31, 2010 and December 31, 2009, respect $ 91t $ 57C
Additional paic-in capital 8,243,12 5,243,86.
Accumulated net investment lo (1,834,47)) (1,524,93)
Net unrealized appreciation on investment 550,00( -
Net Assets $ 6,959,57. $ 3,719,49
Common Shares Outstanding 914,51! 569,90(
Net Asset Value Per Outstanding Common Shatr $ 761 $ 6.5¢

The accompanying notes are an integral part oktfinancial statements.




Keating Capital, Inc.
Statements of Operations
(Unaudited)

Investment Income

Interest and dividend incom

Certificate of deposit and money market investm
Other income

Total Investment Income

Operating Expenses
Base management fe
Administrative fee:
Legal and professional fe
Directors' fee:
General and administrative expen

Total Operating Expenses

Net Investment Loss

Net Change in Unrealized Appreciation on Investmen

Non-control/non-affiliate investment

Net Change in Unrealized Appreciation On Investmen

Net Increase (Decrease) in Net Assets Resulting FndOperations

Net Increase (Decrease) in Net Assets Resulting foperation:

Per Common Share

Weighted Average Number of Common Shares Outstgn

Basic and Diluted

Three Months Ended

March 31, March 31,
2010 2009
5,72¢ 1,231
10,00( -
15,72¢ 1,231
26,54¢ 24,05
74,47( 66,84:
137,20« 77,56¢
26,25( 25,25(
60,78t 21,82:
325,25 215,52¢
(309,53 (214,29)
550,00( -
550,00( -
240,46¢ (214,29)
0.37 (0.3¢)
734,33 569,90(

The accompanying notes are an integral part oktfinancial statements.




Keating Capital, Inc.
Statements of Changes in Net Assets

(Unaudited)
Three Months Ended
March 31, March 31,
2010 2009
Changes in Net Assets from Operation
Net investment los $ (309,53) $ (214,29)
Net change in unrealized appreciation on investr 550,00( -
Net Increase (Decrease) in Net Assets Resulting fnoOperations 240,46¢ (214,29)
Changes in Net Assets from Capital Stock Transactits
Issuance of common stock in continuous public offgr
344,615 shares at an average price of $9.99 pes ¢hy 3,441,93 -
Offering costs from issuance of common st (340,400 -
Amortization of deferred offering cos (101,929 -
Net Increase in Net Assets Resulting From Capitalt8ck Transactions 2,999,60: -
Net Increase (Decrease) in Net Asse 3,240,071 (214,29)
Net assets at beginning of peri 3,719,49 4,715,47.
Net Assets at End of Periot $ 6,959,57. $ 4,501,17

(1)All shares were sold at a price of either $9.3810.00, depending on whether sales commissionswaeiked by the dealer manag

The accompanying notes are an integral part oktfinancial statements.




Keating Capital, Inc.
Statements of Cash Flows
(Unaudited)

Cash Flows From Operating Activities
Net increase (decrease) in net assets resulting dperation:
Adjustments to reconcile net increase (decreasegtiassets resultir
from operations to net cash used in operating iietv
Net change in unrealized appreciation on investr
Changes in operating assets and liabilit
(Increase) decrease in prepaid expenses and cthets
Increase (decrease) in base management fees pi
Increase in administrative fees paya
Increase (decrease) in reimbursable expenses g
Increase (decrease) in accounts pay
Increase in accrued expenses and other liabilities

Net cash used in operating activit
Cash Flows From Investing Activities
Investment in portfolio compar

Purchases of sh«term investment
Proceeds from sales and maturities of short-tex@stments

Net cash used in investing activiti
Cash Flows From Financing Activities
Gross proceeds from issuance of common s
Offering costs from issuance of common st
Additions to deferred stock offering costs
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equiy

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental Disclosure of No-Cash Financing Activities
Amortization of deferred offering cos

Three Months Ended

March 31, March 31,
2010 2009
$ 240,46¢ $ (214,29)
(550,000 -
(34,244 5,12¢
(2,920 15,05¢
7,33¢ 38,80:
(8,725 (8,48))
(2,950 44,30¢
16,00( 39,68"
(334,039 (79,79hH
(1,000,001 -
(9,600,001 (1,027
9,000,00i! -
(1,600,001 (2,027
3,441,93 -
(340,400 -
(34,200 (201,86%)
3,067,333l (201,86%)
1,133,29 (282,68)
367,91¢ 367,58t
$ 1,501,211 $ 84,90:
$ 101,92¢ $ -

The accompanying notes are an integral part oktfinancial statements.




Keating Capital, Inc.
Schedules of Investments

(Unaudited)
March 31, 2010
% of
Portfolio Company / Type of Investment (1) Industry Shares Cost Fair Value  Net Assets
Non-Control/Non-Affiliate Investments (1)
NeoPhotonics Corporatic Semiconductors ar
Series X Convertible Preferred Stock (2)  Related Devices 10,00C $ 1,000,000 $ 1,550,001 22.21%
Total Non-Control/Non-Affiliate
Investments $ 1,000,000 $ 1,550,001 22.21%
Short-Term Investments
Certificates of Deposit (&
Maturing on April 1, 201(
Annual Percentage Yield of 0.55% $ 3,600,000 $ 3,600,00 51.7%
Total Short-Term Investments $ 3,600,000 $ 3,600,001 51.73%

(1)Control investments are defined by the Investmesrh@any Act of 1940, as amended ("1940 Act") asstments in whichmore than 25¢
of the voting securities are owned or where thditalib nominate greater than 50% of the board espntationis maintained. Affiliat
investments are defined by the 1940 Act as investsne which between 5% and 25% of the voting s#es are owned. Non-Control/Non-
Affiliate investments are defined by the 1940 Astirvestments that are neithControl Investments nor Affiliate Investmen

(2)The shares of Series X Convertible Preferred StoeK'restricted" securities under the Securities2d. 933, as amendeff1933 Act"), an
thus may not be sold unless registered under tB8 A8t or unless an exemption from registratioavailable. These shares are also suk
to a contractual loc-up for a period of 6 months following completionasf initial public offerincby NeoPhotonics Corporatio

(3)Fair value reflects amortized cost as of MarchZ811,0.

December 31, 2009

% of
Portfolio Company / Type of Investment Cost Fair Value Net Assets
Short-Term Investments
Certificates of Deposit (1
Maturing on January 7, 20
Annual Percentage Yield of 0.55% $ 3,000,000 $ 3,000,00 80.6€%
Total Short-Term Investments $ 3,000,000 $ 3,000,00 80.6¢€ %

(1) Fair value reflects amortized cost as of Decemtie2809.

The accompanying notes are an integral part oktfinancial statements.




Keating Capital, Inc.
Financial Highlights

(Unaudited)
Three Months Ended
March 31, March 31,
2010 2009
Per Common Share Date
Net asset value, beginning of period $ 6.5 $ 8.27
Net investment loss (¢ (0.42) (0.3%)
Net change in unrealized appreciation from investiél) 0.7 -
Net increase (decrease) in net assets resulting dperations 0.3 (0.39)
Capital stock transaction

Issuance of common stock in continuous public offg(2) 1.3¢ -
Offering costs from issuance of common stock (0.4¢) -
Amortization of deferred offering costs (1) (0.19 -
Net increase in net assets from capital stock &etiens 0.7 -
Net asset value, end of period $ 761 $ 7.9C
Common shares outstanding, beginning of pe 569,90( 569,90(
Common shares outstanding, end of pe 914,51! 569,90(
Weighted average common shares outstanding duengd 734,33: 569,90(

Supplemental Data and Ratios
Net assets, beginning of peri
Net assets, end of peri
Average net assets during per
Annualized ratio of operating expenses to averagasset
Annualized ratio of net investment loss to avenageasset

@ PP

(1)Based on actual shares outstanding at the begiamdgnd of the corresponding period or weightextaye
shares outstanding for the period, as appropi

(2)Represents the average increase in net assetatttibetable to each share issued during the quenigec
March 31, 2010

The accompanying notes are an integral part oktfinancial statements.

3,719,490 $ 4,715,47.

6,959,57. $ 4,501,17

5,339,53. $ 4,608,322
24.31% 18.71%
23.1% 18.6(%




Keating Capital, Inc.
Notes to Financial Statements
(Unaudited)

1.

2.

Organization

Keating Capital, Inc. (“Keating Capital” or the “@gpany”)was incorporated on May 9, 2008 under the law$efState of Marylar
and is an externally managed, closett management investment company that has electeelregulated as a business develop
company under the Investment Company Act of 1940amended (the “1940 Actas of November 20, 2008. As a busit
development company, the Company intends to etebettreated as a regulated investment companyC()RInder Subchapter M
the Internal Revenue Code beginning with its 2Gk@ble year (see Federal and State Income Taxéeading under Note 2). Pr
to electing to be treated as RIC, the Companybeltaxable as a regular corporation under Subch&pté the Internal Revenue Co

The Company seeks to invest principally in equigégusities, including convertible preferred secesti and other debt securi

convertible into equity securities, of primarilympublic U.S.-based companies. Under the Comainy'estment process, it typice

will make only a single investment, principally &isting of convertible debt, convertible preferstdck or other equity, after it

satisfied that a potential portfolio company is coitted to and capable of becoming public and olgin exchange listing witk

the Company’s desired timeframes and has subdtgnt@mpleted certain audit and governance requémeis to the Company’
satisfaction prior to the closing of the Comparip\gestment.

Keating Investments, LLC (“Keating Investments”tbe “Investment Adviser”) serves as the Compargxternal investment advi:
and also provides the Company with administratigevises necessary for it to operate. In this cipa&eating Investments
primarily responsible for the selection, evaluatistructure, valuation, and administration of then®anys investment portfoli
subject to the supervision of the CompanfBoard of Directors. Keating Investments is aisteged investment adviser under
Investment Advisers Act of 1940, as amended.

Significant Accounting Policies

Basis of Presentation

The interim financial statements of the Company @repared in accordance with accounting princigleserally accepted in t
United States of America (“GAAP”) for interim finaial information and pursuant to the requiremeatséporting on Form 1@ anc
Regulation SX. In the opinion of management, all adjustmenlispfawhich were of a normal recurring nature, ddesed necesss
for the fair presentation of financial statemerds the interim period have been included. The tesof operations for the curre
period are not necessarily indicative of resulist thitimately may be achieved for any other inteppriod or for the year endi
December 31, 2010. The interim unaudited finanstatements and notes thereto should be read iumcign with the audite
financial statements and notes thereto containdaeiiCompany’s Annual Report on Form K@er the year ended December 31, 2(

Consolidation

Under the 1940 Act rules and the regulations pursteArticle 6 of Regulation &, the Company is precluded from consolidating
entity other than another investment company ooerating company that provides substantially fitoservices and benefits to
Company. The Company'’s financial statements inchrg the accounts of Keating Capital as the Comgeas no subsidiaries.

Use of Estimates

The preparation of financial statements in conftymiith GAAP requires the Compars//management to make estimates
assumptions that affect the reported amounts @fteissd liabilities at the date of the financialtsments and the reported amoun
income and expenses during the reported periodng&sain the economic environment, financial marketeditworthiness of tt
portfolio companies the Company chooses to invesnid any other parameters used in determining teetsmates could cause ac
results to differ. The Company considers its gigant estimates to include the fair value of irtwesnts in certificates of deposit ¢
portfolio company securities.




Keating Capital, Inc.
Notes to Financial Statements
(Unaudited)

Valuation of Investments

Investments are stated at value as defined unéetd40 Act and in accordance with the applicabirilaions of the Securities &
Exchange Commission (“SEC&nd in accordance with GAAP. Value, as define8éaation 2(a)(41) of the 1940 Act, is (i) the ma
price for those securities for which a market gtiotais readily available and (ii) the fair valug éetermined in good faith by, or un
the direction of, the Board of Directors for alhet assets (see Note 3).

At March 31, 2010, the Comparsyfinancial statements included an investment e dbnvertible preferred stock of NeoPhoto
Corporation (“NeoPhotonics”) valued at $1,550,00@5t at $1,000,000. The fair value of the Compaiywestment in NeoPhoton
was determined in good faith by the Company’s Baardirectors. Upon sale of the Compasyhvestment in NeoPhotonics,
value that is ultimately realized could be differédrom what is currently reflected in the Companyinancial statements, and 1
difference could be material.

Portfolio Investment Classification

The Company classifies its portfolio investmentaatordance with the requirements of the 1940 Boder the 1940 Act,Contro
Investments’are defined as investments in which the Companysoware than 25% of the voting securities or halstsigo maintai
greater than 50% of the board representation. Uttderl940 Act, “Affiliate Investmentsare defined as investments in which
Company owns between 5% and 25% of the voting gexurUnder the 1940 Act, “Non-Control/Non-Affite Investments’are
defined as investments that are neither Contraédtments nor Affiliate Investments.

Cash and Cash Equivalents

Cash and cash equivalents include all highjyid instruments with an original maturity of 9@ays or less at the date
purchase. Investments in certificates of depaegiich may have original maturities of 90 days msleare separately classifiec
short-term investments.

Deferred Offering Costs

Deferred offering costs are comprised of expengestty related to the continuous public offerinfjtbe Companys common stoc
that were previously deferred and which are culyebéing charged against the gross proceeds obffezing, as a reduction
additional paid-in capital, on a straighte basis beginning with the first common stockusnce and closing on January 11, 201(
continuing through the expiration of the offeringripd on March 31, 2011. Offering expenses incus@sequent to January 11, 2
associated with maintaining the effective statughef continuous public offering (i.e., legal, acating, printing and blue sky) &
expensed as incurred while other discretionaryrimffeexpenses are capitalized and subsequentlgetiargainst the gross proceec
the offering on a straight-line basis over the rigring term of the offering (see Note 5).

Concentration of Credit Risk
The Company may place its cash and cash equivaléthtarious financial institutions and, at timessh held in depository accot
at such institutions may exceed the Federal Depositrance Corporation insured limit.

Securities Transactions

Securities transactions are accounted for on the e transaction for the purchase or sale ofstwurities is entered into by
Company (i.e., trade date). Securities transastmutside conventional channels, such as privates#ictions, are recorded as of
date the Company obtains the right to demand tberisies purchased or to collect the proceeds facsale, and incurs an obligatior
pay for securities purchased or to deliver seagitiold, respectively.

Interest and Dividend Income

Interest income from debt investments in portfampanies is recorded on an accrual basis to te@tesuch amounts are expecte
be collected, and accrued interest income is etedugeriodically for collectability. Debt investmts are placed on naxecrual statt
when principal or interest payments are past duda&@ or more or when there is reasonable doubfptirecipal or interest will k
collected. Accrued interest is generally reverséema loan is placed on non-accrual status. &mmnual debt investments are rest
to accrual status when past due principal andestas paid and, in management’s judgment, aréylikeremain current.

Interest income from debt investments may contayment-in-kind (“PIK”) interest provisions. The PIK interest, computedha
contractual rate specified in each debt agreemméltye added to the principal balance of the daid recorded as interest income.
actual collection of this interest may be defemwatll the time of debt principal repayment.




Keating Capital, Inc.
Notes to Financial Statements
(Unaudited)

The Company’s preferred equity investments may fpad or adjustable rate dividends and will gengrabve a “preferencebvel
common equity in the payment of dividends and itpeidiation of a portfolio company's assets. In oftdebe payable, distributions
such preferred equity must be declared by the gartfcompany's Board of Directors. Dividend incorfiem preferred equi
investments in portfolio companies is recorded wtieidends are declared or at the point an obligeéxists for a portfolio compa
to make a distribution.

No interest or dividend income from portfolio comganvestments was recorded for the three montis@&March 31, 2010 and
2009.

Other Income

Other income is comprised of fees, if any, for dlilggence, structuring, transaction services, ctimgy services and managem
services rendered to portfolio companies and othied parties. For services that are separatetntiiable from the Company’
investment, income is recognized as earned, wikigenerally when the investment or other applictillesaction closes, or when

services are rendered if payment is not subjetttdalosing of an investment transaction.

During the three months ended March 31, 2010, tbegany recorded $10,000 in other income represgrtinonrefundable du
diligence fee received from a prospective portfalianpany in December of 2009, which was initialgarded as deferred income
was subsequently recognized as income when th@gedgnvestment transaction failed to close in &atyr 2010.

Unearned Income

Origination, closing and/or commitment fees speaify associated with debt investments in portfal@npanies are initially deferr
and subsequently accreted into interest income tneerespective terms of the applicable loans. ritpe prepayment of a loan or ¢
security, the Company records any prepayment pesadind unamortized loan origination, closing anthmitment fees as part
interest income.

Realized Gain or Loss and Unrealized Appreciation mDepreciation of Portfolio Investments

Realized gain or loss is recognized when an investris disposed of and is computed as the differdratween the Company's ¢
basis in the investment at the disposition date tednet proceeds received from such dispositRealized gains and losses
investment transactions are determined by spddiictification. Unrealized appreciation or depaticin is computed as the differe
between the fair value of the investment and tts basis of such investment.

Federal and State Income Taxes

Beginning with its 2010 taxable year, the Compantgnds to elect to be treated for U.S. federalnimedax purposes, and intend
qualify annually thereafter, as a RIC under Subtdralyl of the Internal Revenue Code (the “Coddf)the Company does not m
the criteria to qualify as a RIC for its 2010 tabeapear, it will continue to be taxed as a regalamporation under Subchapter C of
Internal Revenue Code (a “C corporation”). As &Rhe Company generally will not have to pay coapelevel federal income tax
on any investment company taxable income (whidaeiserally the Compang’net ordinary income plus the excess, if anyeafize
net short-term capital gains over realized net itavgn capital losses) or any realized net losgn capital gains in excess of reali
net short-term capital lossdlsat the Company distributes to its stockholdemnfrits taxable earnings and profits. To obtain
maintain RIC tax treatment, the Company must mpetified source-ofincome and asset diversification requirements dstiilolite
annually at least 90% of its investment companyltéxincome. In order to avoid certain excise tamgmsed on RICs, the Comp:
currently intends to distribute during each calengsar an amount at least equal to the sum 088%) of its ordinary income for t
calendar year, (ii) 98% of its capital gains in&s of capital losses for the oyear period ending on October 31 of the calendar,
and (iii) any ordinary income and net capital gdiorspreceding years that were not distributedmysguch years.

To date, the Company has been taxed as a C cdmporak corporation that converts to taxation a@l1&€ may hold assets (includi
intangible assets not reflected on the balancetskeeh as goodwill) with “built-in gainvhich are assets whose fair market valt
of the effective date of the election exceeds their basis. In general, a corporation that cosvettaxation as a RIC must |
corporate level tax on any of the net built-in gailnrecognizes during the M@ar period beginning on the effective date oElectior
to be treated as a RIC. Alternatively, the corforamay elect to recognize all of its buitt-gain at the time of its conversion and
tax on the built-in gain at that time. As the Ca@mp did not have any buiitr gains as of the end of its taxable year endin
December 31, 2009, it does not anticipate havingaipany corporate level tax as a result of iteritibn to elect to be treated as a
beginning with its 2010 taxable year.




Keating Capital, Inc.
Notes to Financial Statements
(Unaudited)

The Company evaluates its tax positions taken peeted to be taken in the course of preparing tmganys tax returns i
determine whether the tax positions are “moreHikban-not” of being sustained by the applicable tax authofigx positions n¢
deemed to meet the “more-likely-than-ndtiteshold are recorded as an expense in the apldiggar. As of March 31, 2010 ¢
December 31, 2009, the Company had not recordiedbitity for any unrecognized tax benefits.

Managemens evaluation of uncertain tax positions may be ettbjo review and adjustment at a later date bageuh factor
including, but not limited to, an on-going analysfdax laws, regulations and interpretations thére

Dividends and Distributions
Dividends and distributions to common stockholdmes recorded when declared. Net realized capitalsgé any, are distributed
least annually. No dividends or distributions haeen declared or paid since inception.

Per Share Information

Net changes in net assets resulting from operapenssommon share, or basic earnings per sharesaéralated using the weigh
average number of common shares outstanding fopehed presented. Diluted earnings per share arg@msented as there are
potentially dilutive securities outstanding.

Recently Issued Accounting Pronouncements

From time to time, new accounting pronouncemergsissued by the FASB or other standards settingebdtiat are adopted by
Company as of the specified effective date. Unlatberwise discussed, the Company believes thaintipact of recently issu
standards that are not yet effective will not haveaterial impact on its financial statements uadoption.

In January 2010, the FASB issued Accounting Staldd&ipdate No. 2010-06 (“ASU 2010-06'fair Value Measurements ¢
Disclosures (Topic 820)Improving Disclosures about Fair Value Measurements . ASU 201006 requires reporting entities to m.
new disclosures about recurring and nonrecurriimgvilue measurements, including significant tramsfinto and out of Level 1 a
Level 2 fair value measurements and informatiorporchases, sales, issuances and settlements, ressalzasis, in the reconciliat
of Level 3 fair value measurements. ASU 2010-@® aéquires disclosure of fair value measuremepntglass” instead of byrhajol
category”as well as any changes in valuation techniques dsedg the reporting period. For disclosures ef/¢l 1 and Level
activity, fair value measurements by “class” andrges in valuation techniques, ASU 2@Kis effective for interim and anni
reporting periods beginning after December 15, 20D®e adoption of this portion of ASU 2008-on January 1, 2010, did not ha
material impact on the Company's financial conditior results of operations. For the reconciliatioh Level 3 fair valu
measurements, this portion of ASU 200®-is effective for interim and annual reportingripds beginning after December

2010. The adoption of this portion of ASU 20064s not expected to have a material impact orCiiapany's financial condition
results of operations.

3. Valuation of Investments

The 1940 Act requires periodic valuation of eackestment in the Company’s portfolio to determine @ompanys net asset valt
Under the 1940 Act, unrestricted securities witadily available market quotations are to be valaethe current market value;
other assets must be valued at fair value as detednin good faith by or under the direction of B@ard of Directors.

The following is a description of the steps the @amy takes each quarter to determine the valuegh@fGompanys portfolic
investments. Investments for which market quotatiare readily available are recorded in the Comgafiyancial statements at si
market quotations. With respect to investments viich market quotations are not readily availalile Companys Board ¢
Directors undertakes a multi-step valuation proessh quarter, as described below:

« The Companys quarterly valuation process begins with eachfglastcompany or investment being initially valubg Keatinc
Investment’ senior investment professionals responsible foptrfolio investment

« A nationally recognized third-party valuation firengaged by the CompamsyBoard of Directors reviews these prelimir
valuations;

« The Company’s Valuation Committee reviews the pralary valuations, and the Compasyinvestment adviser and
nationally recognized thirgarty valuation firm respond and supplement thdimpmeary valuation to reflect any comme
provided by the Valuation Committee; a

« The Compan’s Board of Directors discuss valuations and detgemin good faith, the fair value of each investmienthe
Company'’s portfolio for which market quotations ar readily available based on the input of then@any’s investment advise
the nationally recognized th-party valuation firm, and the Comp¢' s Valuation Committee

I nvestment Categories and Approaches to Determining Fair Value
Accounting Standards Codification Topic 8:Fair Value Measurement and Disclosu” (“ASC 82(") defines fair value as the pr



that would be received to sell an asset or paitransfer a liability in an orderly transaction betm market participants at
measurement date (exit price). In accordance wlBIC 820, the Company uses a thtieefair value hierarchy, which prioritizes
inputs used in measuring fair value as follows:
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Keating Capital, Inc.
Notes to Financial Statements
(Unaudited)

« Level 1. Observable inputs such as unadjustedeguyatices in active market

« Level 2: Includes inputs such as quoted pricessfonilar securities in active markets and quotedgwifor identical securiti
where there is little or no activity in the markatd

« Level 3: Unobservable inputs for which little or market data exists, therefore requiring an emditglevelop its own assumptiol

The Company applies the framework for determiniag ¥alue as described above to the valuation wéstments in each of t
following categories.

Short-Term I nvestments

Shortterm investments that mature in 90 days or lessluding certificates of deposit, are valued at amed cost, whic
approximates fair value. The amortized cost meihgdlves recording a security at its cost (i.eipgipal amount plus any premit
and less any discount) on the date of purchasetenrdafter amortizing/accreting that differencentsstn the principal amount due
maturity and cost assuming a constant yield to ritgitas determined at the time of purchase.

Debt I nvestments

The Company determines the fair value of debt itments by reference to the principal or most achgedus market in which the
debt investments could be sold. Market participgetserally have a strategic premise for these tnversts, and anticipate the sal
the company, recapitalization or initial public efihg as the realization/liquidity event. The famlue, or exit price, for a de
instrument would be the hypothetical price thatarkat participant would pay for the instrumentngsa set of assumptions that
aligned with the criteria that the Company woulé usoriginating a debt investment in such a mariketuding credit quality, intere
rate, maturity date, conversion ratio and overalldy and considering the prevailing returns avd@an such a market.

In general, the Company considers enterprise vatuénmportant element in the determination of fafue, because it represen
metric that may support the recorded value, or tyh@onversely, would indicate if a credélated markdown is appropriate. -
Company also considers the specific covenants emdgons of each investment that may enable tha@2my to preserve or imprc
the value of the investment. In addition, the tseind the portfolio compang’ basic financial metrics from the time of the ora
investment until the measurement date are analynadierial deterioration of these metrics may intdichat a discount should
applied to the debt investment, or a premium mayaganted in the event that metrics improve sutiistly and the return is higlr
than anticipated for such a profile under curreatkat conditions.

Equity I nvestments
Equity investments for which market quotations eradily available will generally be valued at thesnrecently available closi
market prices.

The fair value of the Compars/’equity investments for which market quotations aot readily available is determined base
various factors, including the enterprise value airimg for equity holders after the repayment @& pgortfolio companys debt an
other preference capital, and other pertinent facdach as recent offers to purchase a portfoliopamy, recent transactions involv
the purchase or sale of the portfolio compamgtjuity securities, or other liquidity events. Tetermined equity values are genel
discounted when the Company has a minority positidren there are restrictions on resale, when taerepecific concerns about
receptiveness of the capital markets to a spenifinpany at a certain time, or other factors.

Enterprise value means the entire value of the emygo a potential buyer, including the sum of tfues of debt and equ
securities used to capitalize the enterprise afi@t in time. There is no one methodology to detegrenterprise value and, in fact,
any one portfolio company, enterprise value is leagiressed as a range of fair values, from whiehGbmpany derives a sin
estimate of enterprise value. To determine therprige value of a portfolio company, the Companglgres the portfolio compary’
historical and projected financial results, as vaslithe nature and value of collateral, if any. Toeenpany also uses industry valua
benchmarks and public market comparables. The @oynplso considers other events, including privagegers and acquisitions
purchase transaction, public offering or subsequefit or equity sale or restructuring, and incluthesse events in the enterp
valuation process.
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Keating Capital, Inc.

Notes to Financial Statements
(Unaudited)

On January 25, 2010, the Company purchased 10/0@@s of Series X convertible preferred stock iroR®tonics in a priva
transaction for total consideration of $1,000,000Photonics is headquartered in San Jose, Ga#foand develops a
manufactures photonic integrated circuit based asmapts, modules and subsystems for use in telecoimations networks.

Since NeoPhotonics is a private company for whiehket quotations for its shares are not readilylabke as of March 31, 2010, 1
fair value of the Company’s investment in NeoPhatsmwas determined in accordance with the Compawngluation policy for suc
types of equity investments, and such investmestlean categorized as Level 3 in the fair valueahiy.

The following table categorizes the Company’s shemin investments and portfolio investments measatdéir value on a recurril
basis based upon the lowest level of significaptifrused in the valuation as of March 31, 2010Redember 31, 2009:

Quoted Prices In Significant Other
Active Markets Observable Inputs
Description (Level 1) (Level 2)

Significant
Unobservable Inputs
(Level 3)

Total
Fair Value

As of March 31, 201C
Portfolio Company Securitie
NeoPhotonics Corporatic
Series X Preferred Sto $ - 3%

Shor-Term Investments
Certificates of Deposit (1
(Maturing on April 1, 2010) -

3,600,00!

1,550,000 $

1,550,001

3,600,00!

Total Investments at Fair
Value $ - $

3,600,00!

1,550,000 $

5,150,00!

As of December 31, 200
Shor-Term Investments
Certificates of Deposit (1
(Maturing on January 7,
2010) $ - $

3,000,00!

3,000,00!

Total Investments at Fair
Value $ - $

3,000,00!

3,000,00!

(1) Fair value reflects amortized cost as of MarchZ1,0 and December 31, 20(

The following table provides a reconciliation oktbhanges in fair value for the Companpbortfolio company investments measi
at fair value using significant unobservable influsvel 3) for the three months ended March 31,0201

Fair Value at January 1, 20
New investment in Level 3 portfolio company sedes

Total unrealized appreciation included in changedhassets

Fair Value at March 31, 2010

12

Level 3
Portfolio Company
Investments
(Preferred Stock)

1,000,00t

550,00(

1,550,001




Keating Capital, Inc.
Notes to Financial Statements
(Unaudited)

4. Related Party Agreements and Transaction

Investment Advisory and Administrative Services Ageement

Subject to the overall supervision of its Boardifectors, Keating Investments, the Compangkternal Investment Adviser, mane
the Company’s day-tday operations and provides the Company with imeest advisory services. Under the terms of thedtmen
Advisory and Administrative Services Agreement, galnvestments:

« Determines the composition of the Companyiivestment portfolio, the nature and timing oé tthanges to the investm
portfolio and the manner of implementing such cless

« Determines which securities the Company will pusghaetain or sell;

- ldentifies, evaluates and negotiates the structfiremvestments the Company makes, including periiogndue diligence ¢
prospective portfolio companies; a

« Closes, monitors and services the investments timep@ny makes

Keating Investmentsservices under the Investment Advisory and Admiaiste Services Agreement are not exclusive arslfiee tc
furnish similar services to other entities so l@sgts services to the Company are not impaired.

The Company pays Keating Investments a fee fanitestment advisory services under the Investmehtigory and Administrativ
Services Agreement consisting of two componentbase management fee and an incentive fee.

Base Management Fee

The base management fee (the “Base Fee”) is ctddult an annual rate of 2% of the Compargyrfoss assets, where gross a
include any borrowings for investment purposese Base Fee is payable quarterly in arrears, andlgsilated based on the valut
the Companys gross assets at the end of the most recently letedpcalendar quarter, and adjusted for any edquipital raises «
repurchases during the current calendar quarter.

Total Base Fees incurred for the three months eMiadh 31, 2010 and 2009 were $26,548 and $24@spectively. At March 3
2010 and December 31, 2009, total Base Fees paj@alleating Investments were $26,548 and $41,3&pactively, including {
and $11,919, respectively, recorded in AccountsaBlayin the accompanying Statement of Assets aaldilities.

I ncentive Fee

The incentive fee is determined and payable inaasras of the end of each calendar year (or upwonirtation of the Investme
Advisory and Administrative Services Agreementpathe termination date), and equals 20% of the @amg’s realized capital gair
if any, on a cumulative basis from inception thrbuge end of each calendar year, computed netl okalized capital losses &
unrealized capital depreciation on a cumulativasydsss the aggregate amount of any previouslg paientive fees, with respect
each of the investments in the Compangortfolio. Additionally, although the Companytiaipates that a portion of its investment
any given time will include an interest or dividendmponent, Keating Investments is not entitle@roincentive fee on investms
income generated from such interest or dividenavEays.

No incentive fees were earned by or paid to Kedtingstments for the three months ended March 310 2nd 2009 as the Comp.
generated no realized capital gains during thegeqse

Administrative Services

Pursuant to the Investment Advisory and AdministeaServices Agreement, Keating Investments fuesstme Company with offi
facilities, equipment, and clerical, bookkeepingl aiecordkeeping services. Under the Investment Advisory awmlhinistrative
Services Agreement, Keating Investments also pmdpror facilitates the performance of, certain adstiative services, whi
includes being responsible for the financial resasthich the Company is required to maintain, argparing reports to the Company’
stockholders and reports filed with the Securitied Exchange Commission.
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In addition, Keating Investments assists the Companmonitoring its portfolio accounting and boolkéng, managing portfol
collections and reporting, performing internal dwsgirvices, determining and publishing its net tagakie, overseeing the prepara
and filing of its tax returns, printing and disseation of reports to its stockholders, providingysort for its risk management effc
and generally overseeing the payment of its exgeasel performance of administrative and professisaevices rendered to 1
Company by others.

The Company reimburses Keating Investments for @hecable portion of overhead and other expensesriad by Keatin
Investments in performing its administrative obtigas under the Investment Advisory and AdministatServices Agreeme
including the compensation of the Company’s ChieRcial Officer and Chief Compliance Officer, aheir respective staff.

In accordance with the Investment Advisory and Austrative Services Agreement, the allocation ahgmistrative expenses frc
Keating Investments commenced on November 13, 2008l allocated administrative expenses incufoedhe three months enc
March 31, 2010 and 2009 were $74,470 and $66,8%hectively. At March 31, 2010 and December 31)92Qotal allocate
administrative expenses payable to Keating Investsneere $74,470 and $67,136, respectively.

Reimbursable expenses payable to Keating Invessrerdling $9,338 and $18,063 in the accompanyitageShient of Assets a
Liabilities at March 31, 2010 and December 31, 20@3pectively, represent direct expenses of Kgaflapital that were paid
Keating Investments on behalf of Keating Capitall @me not comprised of allocable expenses undefnestment Advisory ar
Administrative Services Agreement.

Duration and Termination

The Investment Advisory and Administrative Serviéeggeement was initially approved by the CompanBbard of Directors and
sole stockholder on July 28, 2008. An amended asfated version of the Investment Advisory and Adstiative Service
Agreement, which is presently in effect, was apptblly the Company’s Board of Directors on April 2009, and by the Comparsy’
stockholders at its Annual Meeting on May 14, 2009.

Unless earlier terminated as described below, riiestment Advisory and Administrative Services Agnent will remain in effect fi
a period of two years from the date it was apprdwedhe Board of Directors and will remain in efféiom year to year thereaftel
approved annually by (i) the vote of a majoritytbé Company’s Board of Directors, or by the voteaahajority of the Company’
outstanding voting securities, and (ii) the voteaaghajority of the Compang’directors who are not interested persons. Annadfiive
vote of the holders of a majority of the Companyutstanding voting securities is also necessarprder to make mater
amendments to the Investment Advisory and Admiaiiste Services Agreement.

The Investment Advisory and Administrative Serviéegeement automatically terminates in the eventséssignment. As requir
by the 1940 Act, the Investment Advisory and Admirdtive Services Agreement provides that the Comypaay terminate tt
agreement without penalty upon 60 days writtenceotd Keating Investments. If Keating Investmenmishes to voluntarily termina
the Investment Advisory and Administrative Servidggreement, it must give stockholders a minimuml@a® days notice prior
termination and must pay all expenses associateld it termination. The Investment Advisory and Adistrative Service
Agreement may also be terminated, without penaltgn the vote of a majority of the Company’s outdtag voting securities.

License Agreement

On July 28, 2008, the Company entered into a lieageement (“License Agreementijth Keating Investments pursuant to wt
Keating Investments granted the Company a non-sk@ulicense to use the name “Keatinglfder the License Agreement,
Company has a right to use the Keating name and, Ifay as long as Keating Investments or one ofafffliates remains tf
Company'’s investment adviser. Other than with resfmethis limited license, the Company has no lleigét to the “Keating’name o
logo. The License Agreement will remain in effemt &s long as the Investment Advisory and Admiatste Services Agreement w
Keating Investments is in effect.
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5.

Capital Stock

The Companys authorized capital stock consists of 200,0004@0es of stock, par value $0.001 per share, allha¢h has initiall
been designated as common stock.

From August 27, 2008 through November 12, 2008 bmpany sold 569,800 shares of common stock iivatp offering to variot
qualified purchasers at $10.00 per share, resultingross proceeds of $5,698,000 (the “Private @ftg). After the payment «
placement agent commissions and other offeringscois$454,566, the Company received net proceed5,@43,434 in connecti
with the Private Offering.

On June 11, 2009 the Company commenced a contimudali offering pursuant to which the Company intte to sell from time -
time up to 10 million shares of its common stodkaa initial offering price of $10.00 per sharejustied for volume discounts &
commission waivers, for a period ending March 3112, or such later date if the CompanjBoard of Directors elects to extend
offering, but not later than June 30, 2011. Durihg period from June 11, 2009 through Decembe28@9, no shares of comrr
stock were sold and no proceeds were received fnen€ompany’s continuous public offering.

During the three months ended March 31, 2010, tgany sold 344,615 shares of common stock at arage price of $9.99
share, resulting in gross proceeds of $3,441,986nah proceeds of $3,101,536 after payment of $®0in dealemanager fees a
commissions.

The following table summarizes the sales of the @amy’s common stock under its continuous public offedugng the three mont
ended March 31, 2010:

Dealer Manager

Shares Average Price Gross Fees anc Net
Date Sold (1) Per Share (1) Proceeds Commissions Proceeds
January 11, 2010 (first closin 114,69 $ 10.0C $ 1,146,500 $ 114,247 $ 1,032,25
February 1, 201 54,63¢ 9.9¢ 546,00( 54,26: 491,73¢
March 1, 201( 53,91 9.9 535,75( 50,521 485,22!
March 26, 201( 121,36¢ 10.0C 1,213,68! 121,36¢ 1,092,31
344,61 $ 9.9¢ $ 3,441,931 $ 340,400 $ 3,101,53

(2) All shares were sold at a price of either $9.3810.00, depending on whether sales commissionsweeked by thedealer manage

Deferred offering costs, comprised of (i) $501,89xpenses directly related to the continuousipudifering that were deferred pr
to the first closing on January 11, 2010, and%8%,200 of other discretionary offering expensesiired subsequent to January
2010, are being charged against the gross proaddtie offering, as a reduction to additional paidzapital, on a straighine basi:
beginning with the first closing on January 11, @@nd continuing through the expiration of the offg period on March 3
2011. Offering expenses incurred subsequent taalgrll, 2010 associated with maintaining the éffecstatus of the continuc
public offering (i.e., legal, accounting, printiagd blue sky) are expensed as incurred. Duringhife® months ended March 31, 2(
deferred offering costs totaling $101,928 were ghdras a reduction to additional paideapital while $3,048 in offering expen
associated with maintaining the effective statuthefcontinuous public offering were expensed aesried.

15




Keating Capital, Inc.
Notes to Financial Statements
(Unaudited)

6. Changes in Net Assets Per Shal

The following table sets forth the computation loé tbasic and diluted per share net increase (degréa net assets resulting fr
operations for the three months ended March 310 26 2009:

Three Months Ended

March 31, March 31,
2010 2009
Numerator for increase (decrease) in net assetshaee $ 240,46¢ $ (214,29)
Denominator for basic and dilut
weighted average shares 734,33: 569,90(
Basic and diluted net increase (decrease) in setsaper shal
resulting from operation $ 03: $ (0.3¢)

7.  Subsequent Event:

On April 30, 2010, the Company sold 151,554 shafeommon stock at an average price of approxima#@l94 per share, resulti
in gross proceeds of $1,491,050 and net procee$i$,863,988, after payment of $127,062 in dealenagar fees and commissions.
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ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
FORWARD-LOOKING STATEMENTS

Some of the statements in this quarterly repofform 10-Q constitute forwardoking statements because they relate to futueate
or our future performance or financial conditiorheEe forwardeoking statements are not historical facts, bthenaare based on curr
expectations, estimates and projections about wspmspective portfolio investments, our indusioyr beliefs, and our assumptions.
forward-looking statements contained in this quirteeport on Form 10-Q may include statementas t

«  Our future operating results;

o Our business prospects and the prospects of otfol@icompanies

« The impact of the investments that we expect toar

« The ability of our portfolio companies to achiebeit objectives;

« Our expected financings and investme

« The adequacy of our cash resources and workingatagnd

« The timing of cash flows, if any, from the operasoof our portfolio companie

In addition, words such as “anticipate,” “believégxpect” and “intend” indicate a forwaldeking statement, although not
forward-looking statements include these words. foinerard-looking statements contained in this geréytreport on Form 1@ involve risk:
and uncertainties. Our actual results could diffeterially from those implied or expressed in tbevardiooking statements for any reas
including the factors set forth in “Risk Factorg”aeur annual report on Form X0filed with the SEC on March 30, 2010 and elsewherthis
quarterly report on Form 10-Q or incorporated Hgnence herein.

We have based the forward-looking statements irclud this quarterly report on Form f@en information available to us at the t
we filed this quarterly report on Form 10-Q witletS8EC, and we assume no obligation to update asty femwardiooking statements. Exce
as required by the federal securities laws, we talle no obligation to revise or update any forwlaaking statements, whether as a rest
new information, future events or otherwise. Yoa advised to consult any additional disclosuresweamay make directly to you or throt
reports that we in the future may file with the SE&@luding annual reports on Form 10-K, quartedgorts on Form 1@ and current repol
on Form 8-K. The forward-looking statements andgmtions contained in this quarterly report on FA®AQ are excluded from the safe hai
protection provided by Section 21E of the Secwsitachange Act of 1934, as amended (the “Exchamgg.A
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following Managemers’ Discussion and Analysis of Financial Condition &esults of Operations should be read in conjan
with our financial statements and the related natesschedules thereto.

Overview

We were incorporated on May 9, 2008 under the lafvthe State of Maryland and filed an election o rkegulated as a busin
development company under the 1940 Act on Nover2beP008.

We seek to invest principally in equity securitigg;luding convertible preferred securities, andeotdebt securities convertible i
equity securities, of primarily non-public U.S.-bdscompanies. Our investment objective is to mazeéndur portfolios capital appreciatic
while generating current income from our portfolivestments. In accordance with our investmeneahbje, we seek to provide cap
principally to U.S.-based, private companies witheguity value of less than $250 million, which vefer to as “micro-cap companieahc
US.-based, private companies with an equity valueetween $250 million and $1 billion, which we eetto as “small-cap companiesOut
primary emphasis is to attempt to generate cagidhs through our equity investments in micro-cag amalleap companies, includi
through the conversion of the convertible debt amvertible preferred securities we may acquireuohscompanies. However, we anticif
that a portion of our investments at any given timik include a component of interest or dividenddjich we believe will provide us wi
current yield, in addition to the potential for @ap appreciation. We may also make investmentsaoropportunistic basis in U.Base:
publicly-traded companies with market capitalizations of lé#san $250 million, as well as foreign companieat totherwise meet c
investment criteria, subject to certain limitationgposed under the 1940 Act.

Our investments will generally take the form oheit “sponsored deals” or “financing participaticeats.”In a sponsored deal, we
generally the lead or primary investor, and aregpally responsible for setting the terms and déions of the investment, establishing
going public process, milestones and timing, gdhesssisting the portfolio company in raising aagditional capital from cénvestors an
providing going public assistance and guidance.l®lte may in certain circumstances make an irsgégd investment in prospective portf
companies in sponsored deals, we typically attetm@void the risk associated with an initial seedestment where the potential portf
company may abandon the going public process ditse teability or unwillingness to undertake andwaete the audit, governance and ¢
requirements to become public. We also believs itriportant for a potential portfolio company tondstrate its commitment to the gc
public process by funding any upfront legal anditacaists. All of the investment process steps gghfbelow will typically be applicable ir
sponsored deal.

In a financing participation deal, typically we faipate in a current private offering round beisgjf-underwritten by the potent
portfolio company or distributed by placement ageritypically, the terms of a financing participatideal, which are generally alrei
established consistent with a financing intendededhe last financing round prior to a traditiomatial public offering, or prdPO financing
have already been established by the issuer atlkéoplacement agent. In these types of deals, eveerglly are dealing with existi
management and principal investors with a greategllof public company experience or knowledge am@xpectation to go public within ¢
targeted time frame.

Financing participation deals arise when we hawe dpportunity to participate in current gRR®© financing rounds of later sta
venture capitabacked private companies that otherwise meet m@siment criteria. In these transactions, we ble @ focus our investme
process on a single investment, eliminating thelfeean initial investment to fund certain upfr@ding public costs in a prospective portfi
company.

In financing participation deals, we believe we gemerally able to avoid the risk associated withratial seed investment where
potential portfolio company may abandon the goindlie process due to its inability or unwillingnessundertake and complete the at
governance and other requirements to become publéic.also believe it is important for a potentiakrtfmio company to demonstrate
commitment to the going public process by funding apfront legal and audit costs. Our belief iatthotential portfolio companies wh
meet our investment criteria will generally be abled willing to fund these upfront going public to®r will have already substantic
completed certain audit and governance requiremdfiteancing participation deals, which typically dot require us to seek aavestors, at
also attractive to us while our investment sizdirgted as we attempt to increase our capital baselike sponsored deals, certain of
investment process steps may not be applicabledading participation deals as identified below.

In a financing participation deal, we will typicalmake a single investment, principally consistafgconvertible debt, convertit
preferred stock or other equity, after we are fatisthat a potential portfolio company is comndtt® and capable of becoming public
obtaining a senior exchange listing (as definedbwglwithin our desired timeframes and has substiynticompleted certain audit a
governance requirements to our satisfaction padhé closing of our investment.
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While we have specifically identified sponsored Ideand financing participation deals, we believeréhmay be other types
investment opportunities which may not have thecijgecharacteristics of a sponsored deal or fieg@articipation deal, but which may <
meet our general investment criteria and whichstilerelevant to our focus on micro-cap and snealp companies capable of and committe
becoming public. We may make investments in suotifgdio companies on an opportunistic basis. lncases, we expect our portfc
companies will generally be able to file a registia statement with the SEC within three to twelenths after our investment and
generally be able to obtain an exchange listingiwitwelve to eighteen months after our investment.

In evaluating both sponsored and financing paribgn deals, we utilize an investment process fedus the following factors.

« Qualification . We obtain information from the potential porttblcompan’s management, conduct a preliminary evaluatic
threshold issues and make a determination as tthehthe opportunity is qualified and deservingdéitional investigatior

« Evaluation. We undertake an-depth evaluation of the opportunity with primargtfis on understanding the business, historice
projected financial information, industry, compietit and valuation to ascertain whether we haveéstan pursuing the investme

e Report Preparation . We prepare an internal investment report whickcuises our evaluation findings and recommendg
together with an internal valuation report outlgiour acceptable valuation ranges for an investn

o Approval . Our investment adviser’Investment Committee reviews the investment addation reports and, when appropri
approves the investment subject to completion tiéfsatory due diligence

« Term Sheet. We prepare, negotiate and execute a term shéetha portfolio company which, among other things| establist
the due diligence process and set a transactisingldime table (including the achievement of ggidplic milestones). This stey
not applicable to our financing participation desilsce the terms and conditions of such an investmave typically already be
set by the portfolio compan

. DueDiligence. We conduct an on-site diligence visit and corgpthe gathering and review of diligence materials.

« Co-Investment Documents . As required, we assist the portfolio companyhia review, revision and preparation of a confidd
business memorandum, company investment Powerp@séntation and executive summary that will bel dseus to approach co-
investors on a selected basis or by the portfalimgany and its placement agents to undertake atprpdacement offering. Ti
step is typically not applicable to our financingriicipation deals as these documents or compaiafdemation will normall
already be availablt

« Governance. We establish and assist the portfolio companyaitisfying certain governance matters which mayelgired for a
exchange listing and which we may designate asndition to the closing of our investment (includitige appointment of :
independent board and the audit and compensatiométees, the hiring of, or the engagement of aecative recruiter to condt
a search for, a qualified CFO, the engagementpfadified independent auditor and completion ofadbdit).

« Placement Agent. As required, we assist the portfolio company imidfging potential placement agents to raise adddi capite
beyond the investment amount we intend to provifleis step is typically not applicable to our ficérg participation deals sin
either a placement agent will have already beeraged) or the portfolio company will be handling thféering itself on a self-
underwritten basis

« Capital Raising; Going Public Preparation. We assist the portfolio company in monitoring thaepital raising process,
introducing co-investors on a selected basis, andchieving certain “going publicinilestones which we may designate
condition to the closing of our investment. Theital raising portion of this step is typically napplicable to our financir
participation deals; however, on a selected baganay introduce certain -investors to the portfolio compar

« Investment Closing. At closing, we make our investment, principally sisting of convertible debt or convertible preferstock o
other equity
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« Completion of Going Public Process. Following the closing of our investment, we will provide managerial assistance to the portfolio
company in their completion of the going public process, as needed, within the general time frames set forth below:

* For a Sponsored Deal

() If we believe that the portfolio company is alib complete a traditional IPO based primarilyitsnrevenue and profitabili
levels measured against recent comparable IPOatttioss, which we refer to herein as “IPO qualified an “IPO qualifiec
company,”we expect that the portfolio company will file agigtration statement under the Securities Act witapproximatel
nine months after closing and complete the IPO abthin a senior exchange listing within approxirate5 months afte
closing. If the portfolio company fails to compedn IPO within the 15onth time frame, the portfolio company is expedis
file a registration statement under the Exchangeafdd become a reporting company within 18 monttes alosing.

(i) If we believe that the portfolio company isti®O qualified at the time of our investment, w@ect that the portfolio compa
will file a registration statement under the Exap@rict within three months after closing and obtijunior or senior exchan
listing within 15 months after closin

* For a Financing Participation Deal:

We expect that the portfolio company, which wibityally be IPO qualified, will file a registratiostatement under the Securit
Act within 12 months after closing and completdR® and obtain a senior exchange listing withimidghths after closing

As an integral part of our investment, we intendotwtner with our portfolio companies to becomeljubompanies that meet 1
governance and eligibility requirements for a figtion the New York Stock Exchange, Nasdaq (Gloledéc$, Global or Capital Market)
NYSE Amex Equities, formerly known as the Americ&tock Exchange (collectivel“U.S. Senior Exchanges”)We will also consider listing
by foreign portfolio companies on the Toronto Stdekchange, London Stock Exchange, Frankfurt StoxkhBnge, Hong Kong Sto
Exchange and other foreign exchanges that we mayrdime as an acceptable venue (collectively, “igor&enior Exchanges”)As a busines
development company, however, we cannot invest miare 30% of our assets in foreign investments.

We refer to the U.S. Senior Exchanges and the gorgenior Exchanges herein collectively as theitsegxchangesbr individually
as a “senior exchangeWe intend for our portfolio companies to go puldither through the filing of a registration statemender th
Securities Act or the Exchange Act. For portfatmmpanies that we believe are IPO qualified, weeek these companies to go public
filing a registration statement under the Secwifdet and completing an IPO. For portfolio compganihat are either not IPO qualified at
time of our investment or fail to complete an IPQler the Securities Act in a timely manner, we exfigese companies to go public by filir
registration statement under the Exchange Act, vhiekes them a non-listed publicly reporting conypaitially.

In general, we seek to invest in micro-cap and kogd companies that we believe will be able todilegistration statement with
SEC within approximately three to twelve monthsafour investment. These registration statemergy take the form of a registrati
statement under the Securities Act registeringpttimary sale of common stock of a portfolio compamyan IPO, a registration statem
registering the common stock of a portfolio companger the Exchange Act without a concurrent reggst offering under the Securities /
or a resale registration statement filed by a pbafcompany under the Securities Act to registerss held by existing stockholders cou
with a concurrent registration of the portfolio qoamy’s common stock under the Exchange Act.

We expect the common stock of our portfolio comparthat are not IPO qualified at the time of owestment or fail to complete
IPO in a timely manner to typically be initially gted on a junior exchange following the completidthe registration process, depending t
satisfaction of the applicable listing requirement#/e can provide no assurance, however, thatriceo-cap and smaltap companies
which we invest will be able to successfully coniplthe SEC registration process, or that they lvdlsuccessful in obtaining a listing on ei
a junior or senior exchange within the expectecefiame, if at all. If, for any reason, a traditdniPO is unavailable due to either ma
conditions or an underwrites’'minimum requirements, we believe that we canigseach of our portfolio companies with an altékreaanc
more certain solution to becoming public and obtejran exchange listing through our investment sehg going public, aftermarket supg
and public markets expertise.
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We intend to maximize our potential for capital egggation by taking advantage of the premium weebelis generally associa
with having a more liquid asset, such as a publicdgled security. Specifically, we believe thasemior exchange listing, if obtained, \
generally provide our portfolio companies with dezavisibility, marketability, and liquidity tharhéy would otherwise be able to achi
without such a listing. Since we intend to be mpaient investors, we believe that our portfolionpanies may have an even greater pott
for capital appreciation if they are able to demrate sustained earnings growth and are correspglydiewarded by the public markets wit
price-to-earnings (P/E) multiple appropriately kukto earnings performance. We can provide norassse, however, that the micoap an
smallcap companies in which we invest will be able thi@ege such sustained earnings growth, or that thdigppmarkets will recognize su
growth, if any, with an appropriate market premium.

To the extent that we receive convertible debtrimsents in connection with our investments, sucttriments will likely b
unsecured or subordinated debt securities. Theearthle preferred stock we expect to receive innemtion with our investments will typica
be non-controlling investments, meaning we will hetin a position to control the management, operatnd strategic decisiamaking of th
companies in which we invest.

Since we currently intend to elect to be treated B$C under Subchapter M of the Code beginning witr 2010 taxable year, the ¢
of our individual portfolio company investments Miile restricted in order to comply with specifiessat diversification requirements o
quarterly basis. As a result, to comply with thekversification requirements, we expect that gk of our individual portfolio compa
investments will typically range from $250,000 t60$,000. However, we may invest more than thisstioll in certain opportunis
situations, provided we do not invest more than 2¥%he value of our assets (for up to 50% of awestment portfolio) in any portfol
company, to allow us to continue to qualify for Ré@tus. We expect the size of our portfolio conypimvestments to increase to the ex
our capital base increases in the future. In trenewe determine not to elect to be treated afCablased on the results of our operations
other factors during our 2010 taxable year, thevald/be no limit on the size of our individual fotto company investments.

We expect that our capital will primarily be useddur portfolio companies to finance organic growffo a lesser extent, our cag
may be used to finance acquisitions and recapsti@dizs. Our investment advisgrinvestment decisions are based on an analygsteftia
portfolio companies'management teams and business operations supfnyrtediustry and competitive research, an understgndf the
quality of their revenues and cash flow, variapilif costs and the inherent value of their assetduding proprietary intangible assets
intellectual property. Our investment adviser assesses each potential portfolio company as ppeal in the public markets, its suitab
for achieving and maintaining public company statnd its eligibility for a senior exchange listing.

We are externally managed by Keating Investmerrisinaestment adviser registered under the Advigats As our investme
adviser, Keating Investments is responsible for agarg our day-talay operations including, without limitation, idéping, evaluating
negotiating, closing, monitoring and servicing owestments. Keating Investments also providewitlsthe administrative services neces
for us to operate.

As a business development company, we are requiresbmply with certain regulatory requirements. lesample, to the exte
provided by the 1940 Act, we are required to indeast 70% of our total assets in eligible mdidfcompanies.

Current Economic Environment

The U.S. economy continues to experience recessiamaditions, although there are some economiatdrs which are showil
signs of recovery. During the past year, consucmgrfidence continued to deteriorate and unemployrfigares increased. The gener
depressed economic situation, together with théduiravailability of debt and equity capital, indlag through bank financing, will likely ha
a disproportionate impact on the micro-cap and koegl companies we target for investment. As a resd may experience a reductior
attractive investment opportunities in prospectpaetfolio companies that fit our investment crigeriln addition, micro-cap and smak
companies in which we ultimately invest may be d@ab pay us the interest or dividends on theirveotible securities or repay their d
obligations to us, and the common stock which we megeive upon conversion of the convertible séi@srimay have little or no vall
resulting in the loss of all or substantially dllour investment in such micro-cap and small-capganies.
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Operating and Regulatory Structure

Our investment activities are managed by Keatingestments pursuant to an investment advisory amdirgstrative service
agreement (the “Investment Advisory and Adminis¢aBervices Agreement”)Keating Investments was founded in 1997 and isva@stmer
adviser registered under the Advisers Act. The agarg member and majority owner of Keating Investtads Timothy J. Keating. O
investment advises’ senior investment professionals are Timothy &tikg, our President, Chief Executive Officer arftaitman of our Boal
of Directors, Ranijit P. Mankekar, our Chief FinaldDfficer, Treasurer and a member of our Board®wéctors, Kyle L. Rogers, our Ch
Operating Officer and Secretary and Frederic M.v&gber, an executive officer of our investment advi In addition, Keating Investments’
other investment professionals consist of two ptidcfcompany originators, one analyst and a Chimh@liance Officer. Under our Investm
Advisory and Administrative Services Agreement withating Investments, we have agreed to pay Kedtimgstments, for its investme
advisory services, an annual base management §eel loen our gross assets as well as an incentivieafesd on our performance. In addit
Keating Investments previously agreed to defer digo of the base management fee payable equal5% @f our gross assets until
completed at least one investment in a portfolimpany consistent with our investment strategy. @muary 25, 2010, we completed &
million investment in the convertible preferred dtmf NeoPhotonics Corporation, requiring a paynmenKeating Investments of previou
deferred base management fees totaling $20,502.

Investment Portfolio Composition and Activity

During the period from May 9, 2008 (Inception) thgh December 31, 2009, our investment portfoliostsiad solely of mone
market investments and sheerm certificate of deposit investments. On Jayu2h, 2010, we completed a $1 million investmentttie
convertible preferred stock of NeoPhotonics Corfionaa San Jose, California based developer amiifaeturer of photonic integrated circ
based components, modules and subsystems for usdegommunications networks. At March 31, 2010 oonvertible preferred sto
investment in NeoPhotonics Corporation was value818550,000, including $550,000 in unrealized apjation based upon a fair va
determination made in good faith by our Board afebiors.

Since the closing of our initial private placemanNovember 2008, our investment adviser has resitaver 200 companies that h
generally met all, or most, of our investment crite However, based upon further evaluation angestigation, our investment advi
determined not to invest in such companies basethe&in business prospects, managenseakpectations about being a public company
other reasons. As of May 12, 2010, there are 2pemies which we have qualified and are being agtikeviewed by our investment advi
and an additional 29 companies that we believe Inegpme qualified over the next 12 months which a®ioue to cultivate.

We currently anticipate completing five to ten istreents per year until all of the proceeds of mitial private placement and ¢
continuous public offering have been invested. Thasummation of each investment will depend updisfaatory completion of our di
diligence investigation of the prospective portioiompany, our confirmation and acceptance of lkestment terms, structure and finar
covenants, the execution and delivery of final bigdagreements in form mutually satisfactory to pgeaeties, the absence of any mat
adverse change and the receipt of any necessasgmisn We can provide no assurance that we willlide to meet our anticipated paci
investment.

Results of Operations

The principal measure of our financial performaisceet increase (decrease) in net assets restitimgoperations, which includes
investment income (loss), net realized gain (less)nvestments and net unrealized appreciationrédéion) on investments. Net investn
income (loss) is the difference between our incéom interest, dividends, fees and other investnigedme and our operating expenses.
realized gain (loss), if any, is the differenceaviEen the net proceeds of sales of portfolio compsecurities and their stated cost.
unrealized appreciation (depreciation) from invesits is the net change in the fair value of ouegtment portfolio.

Set forth below are the results of operationsfierthree months ended March 31, 2010 and 2009.

Investment Income. We have generated and will continue to gendiaiided investment income from the temporary investt o
the net proceeds from our initial private placemamd continuous public offering in higiuality debt investments that mature in one ye
less. For the three months ended March 31, 2010eaveed interest income from certificate of depasitl money market investments
approximately $5,725. For the three months endadcM31, 2009, we earned interest and dividendnirecsom money market investment:
approximately $1,231.
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We seek to invest principally in equity securitiagsluding convertible preferred securities, andeotdebt securities convertible i
equity securities, of primarily non-public U.S.-bdsmicro-cap and smatlp companies. If we invest in convertible delousides, we expe
that such securities will generally carry a markae of interest, which interest will be payablentidy, quarterly, or in certain instanc
annually, in cash. We may, in certain instancés) eequire that all or a portion of the interesttbe convertible debt securities be pai
advance from the proceeds thereof. In the evexttvile do not receive advance payments of intergsbfothe proceeds of the convertible ¢
securities, there is no assurance that we willivedaterest from our portfolio companies on a nytquarterly, or annual basis.

Our preferred equity investments may pay fixed djustable rate dividends and will generally havépeeference”over commo
equity in the payment of dividends and the liquiiatof a portfolio company's assets. In order tgphgable, distributions on such prefe
equity must be declared by the portfolio compaB¢éard of Directors. Dividend income from preferreduity investments in portfol
companies is recorded when dividends are declaratitbe point an obligation exists for a portfatiompany to make a distribution. Howe'
there is no assurance that any such dividendswideclared or paid by a portfolio company. Waelenaur first portfolio company investm:
in the Series X convertible preferred stock of NeatBnics Corporation (“NeoPhotonics”) on January ZBL0.

No interest or dividend income from portfolio comgainvestments was recorded for the three montldeeéMarch 31, 2010 a
20009.

From time to time, we may also generate otherdtmaent income comprised of fees for due diligesteicturing, transaction servic
consulting services and management services rethdengortfolio companies and other third partiebjol services are separately identifii
from our investments.

During the three months ended March 31, 2010, werded $10,000 in other income representing areimdable due diligence 1
received from a prospective portfolio company inc®aber of 2009, which was initially recorded asedefd income and was subseque
recognized as income when the proposed investmarddction failed to close in February 2010.

Operating Expenses. Our primary operating expenses include the paymer(i) investment advisory fees to our investinadviser
Keating Investments; (ii) the allocable portion @ferhead and other expenses incurred by Keatingstments, as our administrator
performing its administrative obligations under tiwestment Advisory and Administrative Servicesrégment; and (iii) other operati
expenses as detailed below. Our investment advisergompensates our investment adviser for itkwordentifying, evaluating, negotiatir
closing, monitoring and servicing our investmenfge bear all other expenses of our operations rmgactions, including, without limitation:

» Costs of calculating our net asset value, includirggcost of any thii-party valuation service:

« Costs of effecting sales and repurchases of slofi@s common stock and other securities;

« Fees payable to third parties relating to, or daased with, making investments, including fees axgenses associated v
performing due diligence reviews of prospectiveeistinents

« Costs related to organization and offerir

- Transfer agent and custodial fees;

« Fees and expenses associated with marketing ef
« Federal and state registration fees;

« Any stock exchange listing fees;

« Applicable federal, state and local tax

« Independent directors’ fees and expenses;

» Brokerage commission

« Costs of proxy statements, stockholders’ reportsratices;
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- Fidelity bond, directors and officers/errors andssions liability insurance and other insurancenpuens;
« Direct costs such as printing, mailing, and longjatice telephon:
« Fees and expenses associated with independers andibutside legal costs;

« Costs associated with our reporting and compliastdgations under the 1940 Act, Sarbe-Oxley Act, and applicable fede
and state securities laws; a

« All other expenses incurred by either Keating Inresnts or us in connection with administering ousibess, including payme
under the Investment Advisory and AdministrativevB8®s Agreement that are based upon our allogatntéon of overhead ai
other expenses incurred by Keating Investmentsifiopming its obligations under the Investment Adwy and Administratiy
Services Agreement, including the compensatioruofGhief Financial Officer and Chief Compliance o, and their respecti
staff.

For the three months ended March 31, 2010, we Ipadating expenses of $325,257, comprised of: ¢alleaccounting and ott
professional fees of $137,204; (i) directofees of $26,250; (iii) base management fees of 3833, (iv) allocated administrative fees
$74,470; and (v) other general and administratkperases of $60,785.

For the three months ended March 31, 2009, we Ipadating expenses of $215,528 comprised of: (i@llegccounting and ott
professional fees of $77,564; (ii) directofsés of $25,250; (iii) base management fees of0§M4,(iv) allocated administrative fees of $66,t
and (v) other general and administrative expent821821.

The increase in legal, accounting and other prajeat fees for the three months ended March 3102@1comparison to the thr
months ended March 31, 2009 was primarily the tesfufi) an increase in audit and audit relatedesges of $18,426 arising primarily fr
differences in the timing of when such audit anditrelated services were performed, and (ii) amease in transfer agent expenses of $4i
arising from our engagement of DST Systems, INDS[T") to serve as our transfer agent and registrar abrathty minimum fee of $15,0(
during our continuous public offeringThe increase in other general and administragiyeenses for the three months ended March 31, i&
comparison to the three months ended March 31, 2@ primarily the result of (i) an increase inngirig/production and order fulfillme
expenses of $12,823 arising from the printing/paihn and delivery of newsletters, brochures, atiter marketing materials used in
investment origination activities and for our cowntus public offering, and (ii) an increase in &hand travekelated expenses of $20,:
related to our continuous public offering.

Net Investment Loss. For the three months ended March 31, 2010 and 20@9et investment loss totaled $309,532 and £21
respectively. The increase in net investment iegsimarily attributable to an increase in opergtexpenses resulting from increased lega
professional fees and other general and administrakpenses as discussed above.

Net Change in Unrealized Appreciation on Investments. For the three months ended March 31, 2010 and 20@9%et change
unrealized appreciation on investments totaled $&#Dand $0, respectively. The change in unredlégpreciation on investments during
three months ended March 31, 2010 was exclusivadyresult of $550,000 in unrealized appreciationoan convertible preferred stc
investment in NeoPhotonics, based upon a fair vdéiermination made in good faith by our Board @&Btors. Upon sale of our $1,000,
investment in NeoPhotonics, the value that is wtety realized could be different from the $1,580,0air value currently reflected in ¢
financial statements, and this difference couldriagerial.

Net Increase (Decrease) in Net Assets Resulting From Operations. For the three months ended March 31, 2010 and 26@%e
increase (decrease) in net assets resulting freratpns was $240,468, or $0.33 share, and $(2I1@9%5(0.38) per share, respectively.
net increase in net assets resulting from opemtisrprimarily attributable to the $550,000 in wlized appreciation on our investmen
NeoPhotonics recorded for the three months endedhviil, 2010
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Financial Condition, Liquidity and Capital Resources

In our initial private placement which was comptetsn November 12, 2008, we sold 569,800 sharesmfmon stock at a price |
share of $10.00, resulting in gross proceeds o8HHO00 and net proceeds of $5,243,434 after paywie454,566 in placement ag
commissions and other offering costs.

On June 11, 2009, we commenced a continuous potiéiong pursuant to which we intend to sell froimé to time up to 10 millic
shares of our common stock, at an initial offenimige of $10.00 per share, adjusted for volumealiats and commission waivers, for a pe
ending on March 31, 2011, or such later date ifBaoard of Directors elects to extend this offeribgt not later than June 30, 2011. There
be no assurance that we will be able to sell alhefshares we are presently offering. As of Déma31, 2009, no shares of common stock
been sold and no proceeds had been received frornomtinuous public offering. During the three tftenended March 31, 2010, we ¢
344,615 shares of common stock under our continpabsic offering at an average price of approxirha®9.99 per share, resulting in gr
proceeds of $3,441,936 and net proceeds of $3,36hfier payment of $340,400 in deameanager fees and commissions. On April 30, 2
we sold an additional 151,554 shares of commorkstioder our continuous public offering at an averggice of approximately $9.94 |
share, resulting in gross proceeds of $1,491,050 reet proceeds of $1,363,988, after payment of ®B627in dealemanager fees a
commissions.

The following table summarizes the sales of our mmm stock under our continuous public offering lysing date since the offeri
commenced on June 11, 2009:

Dealer Manager

Shares Average Price Gross Fees anc Net

Date Sold (1) Per Share (1) Proceeds commissions Proceeds
January 11, 2010 (first closin 114,69¢ $ 10.0C $ 1,146,501 $ 114,247 $ 1,032,25
February 1, 201 54,63¢ 9.9¢ 546,00( 54,26: 491,73¢
March 1, 201( 53,91« 9.94 535,75( 50,527 485,22:
March 26, 201( 121,36¢ 10.0C 1,213,68! 121,36¢ 1,092,31
April 30, 2010 151,55« 9.94 1,491,05! 127,06. 1,363,98!

496,16¢ $ 9.9¢ $ 493298 $ 467,46: $ 4,465,52.

(1) All shares were sold at a price of either $9.3819.00, depending on whether sales commissionswaiked by thedealer manage

We plan to invest the net proceeds remaining framioitial private placement and the net proceadsnfour continuous pub
offering in portfolio companies in accordance withr investment objective and strategy. We antteighat it will take us up to 12 to
months after conclusion of the continuous publiteiafig to invest substantially all of the proceddsm the continuous public offering
accordance with our investment objective and sisatend depending on the availability of appropriatesstment opportunities consistent v
our investment objective and market conditions. d&enot assure you we will achieve our targetedstment pace.

We did not finalize or fund any portfolio compamyweéstments during 2008 or 2009. On January 25),20& completed a $1 millic
investment in the convertible preferred stock obRleotonics Corporation. We anticipate making fiwden investments per year depen
upon the amount of capital we have available fgegtment and on the availability of appropriateestment opportunities consistent with
investment objective and market conditions.

Prior to investing in debt and equity securitiepoftfolio companies, we will invest the net prodeeemaining from our initial priva
placement and continuous public offering primaiilycash, cash equivalents, U.S. government seesidnd other highuality investments th
mature in one year or less from the date of investinwhich we expect will earn yields substantidtiwer than the interest, dividend or ol
income that we anticipate receiving from investrsentdebt and equity securities of our target plicfcompaniesHowever, we can give |
assurance that we will be able to make investmarsrtfolio companies that will generate interestividend income.

We currently generate cash primarily from the netcpeds of our continuous public offering and otimpry use of funds will k
investments in portfolio companies, cash distritmasito holders of our common stock, and the paymioperating expenses.
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Until our capital base substantially increases additional portfolio company investments can be enagle do not expect that «
interest and dividend income from portfolio companyestments would be sufficient to generate nelinary income in the near futu
Because net ordinary income may not be generattteinear future, we expect that our primary soofadistributions will be from net capi
gains realized from the sale of our portfolio comp@nvestments. The timing of any capital gaineegated from the appreciation and sal
portfolio companies cannot be predicted, and wendb expect to generate capital gains on a levelurmform basis from quarter
guarter. However, we may declare and pay quartkgiributions which, in the aggregate, would beeatimate of the total net capital gz
expected to be realized throughout the year. @uiiire pendency of our continuous public offering may also declare and pay quari
distributions in an amount reflecting all or a pmmtof any net unrealized appreciation on investiseacorded on our books which, depen
on the timing and amount of actual realization, megresent a return of capital. Our distributionsynexceed our net ordinary income
realized net capital gains, particularly during feriod before we have substantially invested tbepmoceeds from our continuous pu
offering or realized any net capital gains from theposition of our investments, and we can giveassurance as to when we will begi
realize any net capital gains from the sale of pantfolio company investments, if ever. Distrilmuts that represent a return of capital
lower your tax basis in our shares, or may bedckat a gain from the sale of such shares to tieatethat such distributions exceed the ba:
such shares, and reduce the amount of funds we fbawevestment in targeted assets. However, waatontend to make any distributic
representing a return of capital which would reguléa total return of capital in excess of 10% aof total invested capital (i.e., the total gi
proceeds received from the sale of our common $tock

As of March 31, 2010, we had cash resources ofcappately $5,101,000 and no indebtedness other #taounts payable a
accrued expenses incurred in the ordinary coursbusiness of approximately $83,000 and managenesg, fadministrative fees ¢
reimbursable expenses payable to Keating Invessnehtapproximately $110,000. As of December 310920ve had cash resources
approximately $3,368,000 and no indebtedness tliaer accounts payable and accrued expenses indartieel ordinary course of busines:
approximately $69,000, and management fees, admaitn®e fees and reimbursable expenses payable#ihg Investments of approximat
$115,000.

As of March 31, 2010, our cash resources includ800,000 invested in certificates of deposit vaitlginal maturities of four wee
(maturing on April 1, 2010) which have been valusdus at amortized cost as of March 31, 2010. fEmeainder of our cash resource
approximately $1,501,000 was held in depositoryoants at Steele Street Bank & Trust, which serngesua custodian. As of December
2009, our cash resources included $3,000,000 iedestcertificates of deposit with original matie# of four weeks (maturing on Januar
2010) which have been valued by us at amortized assof December 31, 2009. The remainder of ogh aasources of approximat
$368,000 was held in depository accounts at Stéet Bank & Trust, which serves as our custodian.

As of March 31, 2010, we had net assets of $6,929amd, based on 914,515 shares of common stoskaading, a net asset ve
per common share of approximately $7.61. As ofdbmwer 31, 2009, we had net assets of $3,719,49@asdd on 569,900 shares of com
stock outstanding, a net asset value per commae stfi@approximately $6.53.

Distribution Policy

We have not paid any dividends or distributionscaeimur inception. Our Board of Directors will deténe the payment of a
distributions in the future. We intend to declarel pay distributions on a quarterly basis begigmia later than the first calendar quarter
the month in which we have raised at least $1Ganilirom the sale of shares in our continuous mublfering to investors not affiliated with
or Keating Investments. We will pay these disttidns to our stockholders out of assets legallyilalske for distribution. We cannot assure
that we will achieve investment results that wiloar us to make a targeted level of cash distriimgi or year-torear increases in ce
distributions.

Our distributions may exceed our net ordinary ineocamd realized net capital gainparticularly during the period before we h
substantially invested the net proceeds from ouaticaous public offering or realized any net capjains from the disposition of our portfc
company investments, and we can give no assurate &@hen we will begin to realize any net capgains from the sale of our portfc
company investments, if ever. Distributions thegiresent a return of capital may lower your taxsbmsour shares, or may be treated as a
from the sale of such shares to the extent that distributions exceed the basis in such sharesreduce the amount of funds we have
investment in targeted assets. However, we dantend to make any distributions representing arnedf capital which would result in a tc
return of capital in excess of 10% of our totaldsted capital (i.e., the total gross proceeds veddrom the sale of our common stock).

Although our primary emphasis is to attempt to gatee capital gains through our equity investmentsnicro-cap and smadag
companies, including through the conversion ofdtwevertible debt or convertible preferred secwsitiee seek to acquire in such companie
may also generate current income from the intesest preferred dividends on such convertible delot eanvertible preferred securiti
respectively, prior to their conversioddowever, we can give no assurance that we willlde & make investments in portfolio companies
will generate interest or dividend incom#&hile we may receive investment income in the farfrinterest and dividends from our portfc
company investments prior to conversion, such imrest income is not likely to exceed our operatiaxpenses, in which case we do
expect to generate net ordinary incomigich would be available for distribution to oupskholders in the near future. Until our capitaki
substantially increases and additional portfolimpany investments can be made, we do not expdcttinanterest and dividend income fr
portfolio company investments would be sufficiemgenerate net ordinary income . However, whenifand are able to generatet ordinar
income , we intend to distribute such net ordinagpme to stockholders.

Because net ordinary inconneay not be generated in the near future, we expettour primary source of distributions will berin
net capital gains realized from the sale of ourtfpbo company investments. Distributions from lieed net capital gains will typically |
declared and paid at least once each year by Dexrediist.



The timing of any capital gains generated from dpgreciation and sale of portfolio companies carropredicted, and we do
expect to generate capital gains on a level oroamifbasis from quarter to quarter. However, we mieglare and pay quarterly distributi
which, in the aggregate, would be an estimate eftdtal net capital gains expected to be realibreslighout the year. During the pendenc
our continuous public offering, we may also deckane pay quarterly distributions in an amount ftey all or a portion of any net unreali
appreciation on investments recorded on our bodkshy depending on the timing and amount of actealization, may represent a returi
capital.
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We may have substantial fluctuations in our qubstdistribution payments to stockholders, since expect to have an aver:
holding period for our portfolio company investmeiof one to three years and we may not generateeatiged net capital gains during
initial years of operations. Our ability to paystlibutions in our initial years of operation wie based on our ability to invest our capit:
suitable portfolio companies in a timely mannerd are can give no assurance as to when we will biegiaalize any gains from the sale of
portfolio company investments, if ever.

We are currently taxable as a C corporation. Bagin with our 2010 taxable year, we intend to elecbe treated, and intend
qualify annually thereafter, as a RIC under Subtdralg of the Code. To obtain and maintain RIC t@atment, we must, among other thil
distribute at least 90% of our investment compamxable income. In order to avoid certain excisesamposed on RICs, we currently int
to distribute during each calendar year an amoulatast equal to the sum of: (i) 98% of our ordiynercome for the calendar year, (ii) 98%
our capital gains in excess of capital lossesterdneyear period ending on October 31 of the calendar,yand (iii) any ordinary income &
net capital gains for preceding years that weralisttibuted during such years.

In addition, after the effective date of our elentio be taxable as a RIC, we currently intendistribute realized net capital gains
any, at least annually; however, we may in therutlecide to retain such capital gains for investnaad elect to treat such gains as des
distributions to our stockholders. If this happems, stockholders will be treated as if they hazkieed an actual distribution of the capital g
we retain and reinvested the net ateer-proceeds in us. In this situation, our stocilbrd would be eligible to claim a tax credit (or certai
circumstances, a tax refund) equal to their allcabare of the tax we paid on the capital gairesya distributed to them. We can offe
assurance that we will achieve results that withgethe payment of any cash distributions andhtmextent that we issue senior securities
will be prohibited from making distributions if dog so causes us to fail to maintain the asset ageeratios stipulated by the 1940 Act ¢
distributions are limited by the terms of any of borrowings.

We have adopted a dividend reinvestment plan tlatigies for reinvestment of our dividends and oftlistributions on behalf of o
stockholders, unless a stockholder elects to rece@sh. As a result, if our Board of Directors auttes, and we declare, a cash distribu
then our stockholders who have not opted out ofdividend reinvestment plan will have their cashtritbutions automatically reinvestec
additional shares of our common stock, rather tle@eiving the cash distributions. To the extentameduct an offering prior to the time 1
shares become publicly traded, we expect to coateidlistribution payment dates so that the sanme ghat is used for the closing ¢
immediately following such distribution payment eatvill be used to calculate the purchase price gorchasers under the divide
reinvestment plan until such offering concludesslith cases, we expect that reinvested distribaitiah purchase shares at a price equ
95% of the price that shares are sold in any sffehing at the closing immediately following thesttibution payment date.

After conclusion of any such offering and untilr@ihares become publicly traded, the number ofeshiar be issued to a stockho
will be determined by dividing the total dollar aomt of the distribution payable to such stockholdgrthe net asset value per share of
common stock as most recently determined by ourdo& Directors on or prior to the valuation date $uch distribution. If and when ¢
shares become publicly traded, the number of sharbe issued to a stockholder will be determingdlibiding the total dollar amount of t
distribution payable to such stockholder by the ketiprice per share of our common stock at theeclufsregular trading on a U.S. Sel
Exchange, if our shares are listed thereon, o &Xh€ Bulletin Board on the valuation date for sugtribution. Market price per share on 1
date will be the closing price for such shares d&h® Senior Exchange or the OTC Bulletin Boardapglicable, or, if no sale is reported
such day, at the average of their electronicalperted bid and asked prices.

No action will be required on the part of a registestockholder to have his, her or its cash #istion reinvested in shares of
common stock. A registered stockholder will be ablelect to receive an entire distribution in cagmotifying the plan administrator and
transfer agent and registrar, in writing so thathsootice is received by the plan administratotater than the record date for distribution
stockholders. The plan administrator will set upaacount for shares acquired through the plan &ohestockholder who has not electe
receive distributions in cash and hold such sheremn<certificated form. Upon request by a stockholdetip@ating in the plan, received
writing not less than 10 days prior to the recoatedthe plan administrator will, instead of crigjtshares to the participagtaccount, issue
certificate registered in the participant’s nametfe number of whole shares of our common stockaaoheck for any fractional share.

Those stockholders whose shares are held by amookather financial intermediary will be able teceive distributions in cash
notifying their broker or other financial intermedy of their election.

We can offer no assurance that we will achievelteshat will permit the payment of any cash daftions and, if we issue ser

securities, we will be prohibited from making distitions if doing so causes us to fail to mainttia asset coverage ratios stipulated b
1940 Act or if distributions are limited by thengs of any of our borrowings.
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All distributions will be paid at the discretion ofir Board of Directors and will depend on oet ordinary income, realized net cay
gains,our financial condition, maintenance of our RICts$a compliance with applicable business develogroempany regulations and si
other factors as our Board of Directors may dedpvant from time to time. We cannot assure thatwiepay distributions to our stockholde
in the future. In the event that we encounter delaylocating suitable investment opportunitiesroselling our portfolio investments, we n
pay all or a substantial portion of our distribuisofrom the proceeds of the sales of our commarkstoanticipation of future cash flow, whi
may constitute a return of our stockholderapital. Distributions from the proceeds of theesabf our common stock also could reduce
amount of capital we ultimately invest in interestortfolio companies. However, we do not intéadnake any distributions representir
return of capital which would result in a totalwet of capital in excess of 10% of our total ineestapital (i.e., the total gross proce
received from the sale of our common stock). Ostriliutions may exceed our net ordinary income r@adized net capital gainsespeciall
during the period before we have substantially steé the proceeds from the sale of our common stodiefore we realize anyet capite
gains on the sale of our portfolio company investtae

Contractual Obligations

We have entered into a contract under which we haaterial future commitments, the Investment Adisand Administrativ
Services Agreement, pursuant to which Keating Itmests agrees to serve as our investment advisgrt@rfurnish us with certa
administrative services necessary to conduct oyxtal@lay operations. This agreement is terminable heeiparty upon proper notice. We
Keating Investments a fee for its investment adyiservices under the Investment Advisory and Adstiative Services Agreement consis
of two components a base management fee and an incentive fee. Weedtsburse Keating Investments for the allocaldgipn of overhea
and other expenses incurred by it in performingaitisninistrative obligations under the Investmentvi8dry and Administrative Servic
Agreement, including the compensation of our Ckietincial Officer and Chief Compliance Officer, aheéir respective staff.

If our Investment Advisory and Administrative Sex@$ Agreement is terminated, our costs under aaggeement that we may er
into may increase. In addition, we will likely incsignificant time and expense in locating altereparties to provide the services we ex
to receive under the Investment Advisory and Adstmative Services Agreement. Any new Investmentigaly and Administrative Servic
Agreement would also be subject to approval bysteckholders.

Off-Balance Sheet Arrangements
As of March 31, 2010, we have no off-balance shegingements.
Related Parties

We have a number of business relationships withizaéfd or related parties. We have entered ihi® nvestment Advisory a
Administrative Services Agreement with Keating Istreents. Timothy J. Keating, our President, Chiegcutive Officer and Chairman of
Board of Directors, is the managing member and ritgjowner of Keating Investments. Ranjit P. Mak&r, our Chief Financial Office
Treasurer and a member of our Board of Directarglso an executive officer of Keating Investmerkgle L. Rogers, our Chief Operati
Officer and Secretary, is also an executive offeed member of Keating Investments. Frederic Mw&iger, though not an executive offi
or director of ours, is an executive officer andmrmber of Keating Investments. We have also ententmla license agreement with Kea
Investments, pursuant to which Keating Investméats granted us a non-exclusive license to useahee riKeating.”In addition, pursuant
the terms of the Investment Advisory and Adminibite Services Agreement, Keating Investments prewids with certain administrat
services necessary to conduct our day-to-day dpasat

Currently, our investment advissr'senior investment professionals, Messrs. Keatihgnkekar, Rogers and Schweiger, and
additional administrative personnel currently ne¢ai by Keating Investments, do not serve as priteipf other investment funds affilia
with Keating Investments; however, they may dorsthie future. If they do, persons and entities fimathe future manage investment fu
with investment objective similar to ours. In adldhit, our current executive officers and direct@srve or may serve as officers, directot
principals of entities that operate in the sameeabated line of business as we do, including inwestt funds managed by our affilial
Accordingly, we may not be given the opportunitypirticipate in certain investments made by invesiiniunds managed by advisers affilic
with Keating Investments. In the event that Keatimgestments or its affiliates provide investmediaory services to other entities, we ex
that our management and our independent directdrsattempt to resolve any conflicts in a fair arduitable manner taking into acca
factors that would include the investment objectiaenount of assets under management and availablénfestment in new portfol
companies, portfolio composition and return expéma of us and any other entity, and other factteemed appropriate. However, in
event such conflicts do arise in the future, Kaeptinvestments intends to allocate investment oppdres in a fair and equitable man
consistent with our investment objective and stigte so that we are not disadvantaged in relatioanty other affiliate or client of Keati
Investments.
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We rely on Keating Investments to manage our dagatp activities and to implement our investmenttetyg. Although not current
contemplated, Keating Investments may in the fupowide similar investment advisory services toeotentities in addition to us. As are
of these activities, Keating Investments, its erppls and certain of its affiliates will have coctfii of interest in allocating their managen
time, services, and functions among us and any dihginess ventures in which they or any of thely gersonnel, as applicable, may bec
involved. In such case, Keating Investments anerntployees may devote only as much of their timeuobusiness as Keating Investm:
and its employees, in their judgment, determin@&sonably required, which may be substantially than their full time. This could result
actions that are more favorable to other affiliatatities than to us. In the event that KeatingeBtinents provides investment advisory ser
to other entities, we intend to have our indepehdtrectors review our investment advigeperformance periodically, but not less f
annually, to assure that Keating Investments ##lfag its obligations to us under the Investmémvisory and Administration Agreement, t
any conflicts are handled in a fair and equitablanmer and that Keating Investments has sufficiersgnnel to discharge fully
responsibilities to all activities in which theyeanvolved.

As a business development company, we may be tniiteur ability to invest in any portfolio compaity which any fund or oth
client managed by Keating Investments, or anyséffiliates has an investment. We may also bedithin our ability to cdavest in a portfoli
company with Keating Investments or one or moré&tffiliates. Subject to obtaining exemptive eélfrom the SEC, we also intend to co-
invest with any such investment entity to the ekfearmitted by the 1940 Act, or the rules and ratiohs thereunder.

In addition, we have adopted a formal Code of Ethiat governs the conduct of our officers andatiines. Our officers and directt
also remain subject to the fiduciary obligationgpased by both the 1940 Act and applicable statporate law. Finally, we pay Keati
Investments our allocable portion of overhead ath@roexpenses incurred by Keating Investments ifopaing its administrative obligatio
under the Investment Advisory and AdministrativevB8®s Agreement, which creates conflicts of insehat our Board of Directors m
monitor.

Information concerning related party transacticgcluded in the financial statements and relatsgs, appearing elsewhere in
quarterly report on Form 10-Q.

Critical Accounting Policies

The preparation of financial statements and relatisdlosures in conformity with generally accepstounting principles in tl
United States requires management to make estimatégssumptions that affect the reported amounassets and liabilities, disclosure
contingent assets and liabilities at the date effthancial statements, and revenues and expensisydhe periods reported. Actual res
could materially differ from those estimates. Weéaentified the following items as critical acenimg policies.

Valuation of portfolio investments. The most significant estimate inherent in the prafi@n of our financial statements is
valuation of our portfolio investments and the tetbamounts of unrealized appreciation and depreciaAs of March 31, 2010 and Decerr
31, 2009, approximately 22% and 0%, respectively,oor total assets represented investments in glmrtfcompanies valued at f
value. Value, as defined in Section 2(a)(41) ef 1940 Act, is (i) the market price for those s@@s for which a market quotation is reau
available, and (ii) for all other securities andets, fair value is as determined in good faitlmbyBoard of Directors.

Determining fair value requires that judgment beli@d to the specific facts and circumstances a@heportfolio investment whi
employing a consistently applied valuation prodesshe types of investments we make. We are reduio specifically value each individ
investment on a quarterly basis.

We will determine the fair value of our debt invashts by reference to the principal or most adygadas market in which these ¢
investments could be sold. Market participants gahehave a strategic premise for these investmanrtd anticipate the sale of the comp
recapitalization or initial public offering as thealization/liquidity event. The fair value, or &xirice, for a debt instrument would be
hypothetical price that a market participant woped/ for the instrument, using a set of assumpttbas are aligned with the criteria that
would use in originating a debt investment in thigrket, including credit quality, interest rate,tordly date, conversion ratio and overall yi
and considering the prevailing returns availablethis market. In general, we consider enterpriskievean important element in f
determination of fair value, because it represamsetric that may support the recorded value, dchytconversely, would indicate if a credit-
related markdown is appropriate. We also consigerspecific covenants and provisions of each imvest which may enable us to preserv
improve the value of the investment. In additidme trends of the portfolio compamybasic financial metrics from the time of the ora
investment until the measurement date are alsyzedi material deterioration of these metrics nmalidate that a discount should be applie
the debt investment, or a premium may be warraimate event that metrics improve substantially #melreturn is higher than required
such a profile under current market conditions.
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The fair value of our equity investments for whitkarket quotations are not readily available is aeteed based on various factt
including the enterprise value remaining for eqlityders after the repayment of the portfolio comps debt and other preference capital,
other pertinent factors such as recent offers tolmase a portfolio company, recent transactionsluiwg the purchase or sale of the portf
companys equity securities, or other liquidity events. Tetermined equity values are generally discounteein we have a minority positic
restrictions on resale, specific concerns about réeeptivity of the capital markets to a specifiempany at a certain time, or ot
factors. Equity investments for which market qtiotzs are readily available are generally valuethatmost recently available closing ma
price.

Enterprise value means the entire value of the emygo a potential buyer, including the sum of t#fues of debt and equ
securities used to capitalize the enterprise atifat jin time. There is no one methodology to detaarenterprise value and, in fact, for any
portfolio company, enterprise value is best exésss a range of fair values, from which we dedv@ngle estimate of enterprise value
determine the enterprise value of a portfolio conypave analyze its historical and projected finahoésults, as well as the nature and val
collateral, if any. We also use industry valuatimnchmarks and public market comparables. Weaseider other events, including priv
mergers and acquisitions, a purchase transactidiicpoffering or subsequent debt or equity saleestructuring, and include these even
the enterprise valuation process.

The following is a description of the steps we taleh quarter to determine the value of our paatfimlvestments. Investments
which market quotations are readily available arded in our financial statements at such mayietations. With respect to investments
which market quotations are not readily availabla;, Board of Directors undertakes a mship valuation process each quarter, as des
below:

« Our quarterly valuation process begins with eacttf@@ company or investment being initially vathéy Keating Investments’
senior investment professionals responsible foptdréolio investment

« A nationally recognized third-party valuation fiemgaged by our Board of Directors reviews thesknpireary valuations;

« Our Valuation Committee reviews the preliminaryuatlons, and our investment adviser and the ndtjorecognized thir-party
valuation firm respond and supplement the prelimingaluation to reflect any comments provided bye tWaluatiol
Committee; ant

« Our Board of Directors discuss valuations and deiteg, in good faith, the fair value of each investinin our portfolio for whic
market quotations are not readily available basedhe input of our investment adviser, the natipnedcognized thirdsarty
valuation firm, and our Valuation Committe

Determination of fair values involves subjectivelgments and estimates. Accordingly, this criticedaunting policy expresses
uncertainty with respect to the possible effectwth valuations, and any change in such valuatmmsyur financial statements.

Realized Gain or Loss and Unrealized Appreciation or Depreciation of Portfolio | nvestments. Realized gain or loss is recogni.
when an investment is disposed of and is computdtiexdifference between our cost basis in thestmvent at the disposition date and the
proceeds received from such disposition. Realizggins and losses on investment transactions arerndeed by specif
identification. Unrealized appreciation or depagicin is computed as the difference between threvidiie of the investment and the cost t
of such investment.

Interest and Dividend Income. Interest income from debt investments in portfal@mpanies is recorded on an accrual basis 1
extent such amounts are expected to be collectetaecrued interest income is evaluated periodidatl collectability. Debt investments
placed on noraccrual status when principal or interest paymargspast due 60 days or more or when there ismahodoubt that principal
interest will be collected. Accrued interest is gely reversed when a loan is placed on non-atstatus. Noraccrual debt investments
restored to accrual status when past due prinaipdlinterest is paid and, in management’s judgnagatlikely to remain current.

Interest income from debt investments may contaiyngent-in-kind (“PIK”) interest provisions. The PIK interest, computedha

contractual rate specified in each debt agreemeéhtbe added to the principal balance of the dmid recorded as interest income. The a
collection of this interest may be deferred urité time of debt principal repayment.
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Our preferred equity investments may pay fixed djustable rate dividends and will generally havépeeference”over commo
equity in the payment of dividends and the liquiiatof a portfolio company's assets. In order tgphgable, distributions on such prefe
equity must be declared by the portfolio compaBtard of Directors. Dividend income from preferreduity investments in portfol
companies is recorded when dividends are declaratithe point an obligation exists for a portfatiempany to make a distribution.

Other Income. Other income is comprised of fees, if any, for dilegence, structuring, transaction services, ctiimgy services ar
management services rendered to portfolio compamdsother third parties. For services that apaiseely identifiable from our investme
income is recognized as earned, which is genendign the investment or other applicable transaatioses, or when the services are renc
if payment is not subject to the closing of an stueent transaction.

Unearned Income. Origination, closing and/or commitment fees speaify associated with debt investments in portfa@npanie
are initially deferred and subsequently accretéal imterest income over the respective terms ofh@icable loans. Upon the prepayment
loan or debt security, we record any prepaymentities and unamortized loan origination, closingl @emmitment fees as part of inte
income.

Deferred Offering Costs. Deferred offering costs are comprised of expensestty related to the continuous public offerinfaur
common stock that were previously deferred and whie currently being charged against the grossepds of the offering, as a reductio
additional paid-in capital, on a straigite basis beginning with the first common stockuesnce and closing on January 11, 201C
continuing through the expiration of the offeringripd on March 31, 2011. Offering expenses inclursebsequent to January 11, 2
associated with maintaining the effective statushefcontinuous public offering (i.e., legal, aceting, printing and blue sky) are expense
incurred while other discretionary offering expensee capitalized anslbsequently charged against the gross proceetie afffering on
straight-line basis over the remaining term ofdffering.

Federal Income Taxes. We are currently taxable as a C Corporation. Bagmwith our 2010 taxable year, we intend to etecbe
treated, and intend to qualify annually thereafisra RIC under Subchapter M of the Code. If waataneet the criteria to qualify as a RIC
our 2010 taxable year, we will continue to be tarsda regular corporation under Subchapter C oCibde. We intend to operate so a
qualify to be taxed as a RIC under Subchapter Mhef Code and, as such, to not be subject to fedsrame tax on the portion of c
investment company taxable income (which is geheaalr net ordinary income plus the excess, if afyealized net shoterm capital gair
over realized net long-term capital losses) orizedlnet long-term capital gains in excess of redlinet short-term capital lossdistributed ti
stockholders. To qualify for RIC tax treatment, &re required to annually distribute at least 90%wfinvestment company taxable income
defined by the Code.

At December 31, 2009, we had net operating loss/foawards of approximately $1,250,000 which expireginning in 2028 ar
which may be used to offset future taxable incoséag as we remain taxable as a C corporationtinrd taxable years. These net oper:
loss carryforwards can no longer be utilized byupsn our election to be treated as RIC for U.Sefadincome tax purposes, which
currently intend to do beginning with our 2010 tiabeayear.

Because federal income tax regulations differ fraocounting principles generally accepted in thetddnStates, distributions
accordance with tax regulations may differ from imtestment income and realized gains recognizedfifmncial reporting purpost
Differences may be permanent or temporary. Permatiffarences are reclassified among capital actoimthe financial statements to ref
their tax character. Temporary differences arisemwbertain items of income, expense, gain or losgecognized at some time in the fut
Differences in classification may also result frim treatment of short-term gains as ordinary iredon tax purposes.

Recent Developments

On April 28, 2010, we filed a definitive proxy statent with the SEC for our 2010 Annual Meeting tafcRholders to be held on M
21, 2010. Among other things, we submitted thremppsals to our stockholders to amend our chaflae first proposal is0o amend ot
charter to specify that one of the lawful actiwstismm which we may engage includes conducting amdyicg on the business of a busir
development company under the 1940 Act. Currepotly,charter provides that the purpose for whichaneformed is to engage in any lav
act or activity for which corporations may be orgaa under the general laws of the State of Mar/lafhe second proposal is to amenc
charter to require that all directors stand foctte annually beginning with the 2011 Annual Magtiof Stockholders. Currently, our cha
provides that our directors are divided into thot@sses and each class of directors holds officestiaggered thregear terms. The thi
proposal is to amend our charter to allow stockéiddo remove a director for cause by the affirmeatiote of the holders of a majority of
shares of stock outstanding and entitled to vogeettn. Currently, our charter provides that doecimay be removed only for cause and
by the affirmative vote of at least two-thirds b&tvotes entitled to be cast generally in the Eleaif directors.

On April 30, 2010, we sold 151,554 shares of comistock under our continuous public offering at aarage price of approximat:
$9.94 per share, resulting in gross proceeds d@P#1050 and net proceeds of $1,363,988, after palyofeb127,062 in dealeananager fees a
commissions.
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ltem 3. Quantitative and Qualitative Disclosures about Marlet Risk.

Our business activities contain elements of ridke consider the primary types of market risk attidvle to us to be valuation risk ¢
interest rate risk.

Valuation Risk . Value, as defined in Section 2(a)(41) of the@@«t, is (i) the market price for those securitfes which marke
guotations are readily available and (i) fair valas determined in good faith by, or under thectiva of, the Board of Directors for all otl
assets. (See Note 3, Valuation of Investmenttydied in “Item 1. Financial Statements.”)

Because there is initially no public market for thebt or equity securities of the private compainieshich we invest, the valuation
these investments is estimated in good faith byBmard of Directors, in accordance with our valoatprocedures. In the absence of a re
ascertainable market value, the estimated valimpportfolio of debt and equity securities mayetifsignificantly from the value that wot
be placed on the portfolio if a ready market fae thebt and equity securities existed. Changeslimation of these debt and equity secut
are recorded in our Statement of Operations as ¢Nahge in unrealized appreciation (depreciatioomf investments."Changes in valuatic
of any of our investments in privately held comgasrirom one period to another may be volatile.

Interest Rate Risk . As a significant portion of the proceeds remagnirom our initial private placement and continsiquublic
offering have been invested in short term invests)gmending subsequent investment in suitable @atEompanies in accordance with
investment objective, we have market risk exposelaing to fluctuations in interest rates.

As of March 31, 2010, $3,600,000 was invested iiftstes of deposit with original maturities ajur weeks (maturing on April
2010) at an effective annualized interest rateppfreximately 0.55%. Assuming no other changes tohaldings as of March 31, 2010, a
change in the underlying interest rate payablewrcertificate of deposit investments as of Maréh 2010 would not have a material effec
the amount of interest income earned from our foeate of deposit investments for the following 88y period.

We have not engaged in any hedging activities sincenception and we do not expect to engage ynhaaging activities with respe
to the market risks to which we are exposed.

Item 4. Controls and Procedures

As of March 31, 2010 (the end of the period covergdhis report), we, including our Chief Executi@dficer and Chief Financi
Officer, evaluated the effectiveness of the desigd operation of our disclosure controls and procesi (as defined in Rule 13&{(e) of th
1934 Act). Based on that evaluation, our manageniecitiding our Chief Executive Officer and Chieih&ncial Officer, concluded that ¢
disclosure controls and procedures were effectivee @ovided reasonable assurance that informagqunired to be disclosed in our peric
SEC filings is recorded, processed, summarizedrapdrted within the time periods specified in tHeCS s rules and forms, and that s
information is accumulated and communicated to management, including our Chief Executive Officad &Chief Financial Officer, i
appropriate, to allow timely decisions regardinguieed disclosure. However, in evaluating the disate controls and procedures, manage
recognized that any controls and procedures, ntemiadw well designed and operated can provide oedgonable assurance of achieving
desired control objectives, and management nedlyssas required to apply its judgment in evalugtthe costenefit relationship of possit
controls and procedures.

Management has not identified any change in oeriral control over financial reporting that occdrduring the first quarter of 20
that has materially affected, or is reasonablyjike materially affect, our internal control oviamancial reporting.
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PART Il - OTHER INFORMATION
Iltem 1. Legal Proceedings

We are not currently subject to any material lggalceedings, nor, to our knowledge, is any matdeighl proceeding threater
against us. From time to time, we may be a partgettain legal proceedings in the ordinary courfskusiness, including proceedings rela
to the enforcement of our rights under contracth wur portfolio companies. While the outcome afgt legal proceedings cannot be pred
with certainty, we do not expect that these proceedwill have a material effect upon our finanaahdition or results of operations.

Item 1A. Risk Factors.

Except as described below, there have been no islatkianges during the three months ended March2@10 to the risk facto
discussed in Item 1A. Risk Factors in our Annugb&eon Form 10-K for the year ended December 8092

The amount of any distributions we may make is uncertain. Our distribution proceeds may exceed our net ordinary income and
realized net capital gains, particularly during the period before we have substantially invested the net proceeds from this offering or realized
any net capital gains from the disposition of our investments, and thus portions of the distributions that we make may represent a return of
capital. We may not be able to pay you distributions, and our distributions may not grow over time.

We intend to declare and pay distributions on artgug basis beginning no later than the first odir quarter after the month
which we have raised at least $10 million from $laée of shares in our continuous public offeringniestors not affiliated with us or Keat
Investments. We will pay these distributions to etackholders out of assets legally available fistrdbution. We cannot assure you that
will achieve investment results that will allow tesmake a targeted level of cash distributionsearytoyear increases in cash distributions.
ability to pay distributions might be adverselyeaffed by, among other things, the impact of onmore of the risk factors described in
prospectus. In addition, the inability to satidfig tasset coverage test applicable to us as a bagleeelopment company can limit our abilit
pay distributions. All distributions will be paid #he discretion of our Board of Directors and vd#pend on ounet ordinary income ai
realized net capital gainsour financial condition, maintenance of our Rkatgs, compliance with applicable business devetypmompan
regulations and such other factors as our BoarBidfctors may deem relevant from time to time. Vé@rot assure you that we will g
distributions to our stockholders in the futuretie event that we encounter delays in locatintablé investment opportunities or in selling
portfolio investments, we may pay all or a substdmortion of our distributions from the proceaafghis offering in anticipation of future ce
flow, which may constitute a return of your capiald will lower your tax basis in our shares. Blisttions from the proceeds of this offer
also could reduce the amount of capital we ultihyatevest in interests of portfolio companies. Unte are able to pay distributions from
capital gains realized from the sale of our invesita, and we can give no assurance as to when Mbegin to realize any net capital ge
from the sale of our portfolio company investmeiftgver, we may pay distributions that representtarn of capital to you; however, we
not intend to make any distributions representimgtarn of capital which would result in a totatuen of capital in excess of 10% of our t
invested capital (i.e., the total gross proceedsived from the sale of our common stock).

We do not anticipate generating net ordinary income to distribute to our stockholders in the near future, and if we do make
distributions, they will likely be paid from our realized net capital gains or may represent areturn of capital.

Although our primary emphasis is to attempt to gatee capital gains through our equity investmentsnicro-cap and smadlay
companies, including through the conversion ofdtwevertible debt or convertible preferred secwsitiee seek to acquire in such companie
may also generate current income from the intemest preferred dividends on such convertible delost eonvertible preferred securiti
respectively, prior to their conversion. Howewge can give no assurance that we will be able thenmavestments in portfolio companies
will generate interest or dividend incom&hile we may receive investment income in the fafrinterest and dividends from our portfc
company investments prior to conversion, such imest income is not likely to exceed our operatixgpenses, in which case we do
expect to generate net ordinary income which wdnddavailable for distribution to our stockholdeamstie near future Until our capital bas
substantially increases and additional portfolimpany investments can be made, we do not expdcttinanterest and dividend income fr
portfolio company investments would be sufficiemtgenerate net ordinary income . Further, sincémiend to invest in micro-cap and small-
cap companies, which are generally more susceptbéeonomic downturns than larger operating congzarit may be more likely that the
portfolio companies will default on their intergetyment obligations to us, or be unable to paydéinds, during recessionary periods, and
substantially reduce our net ordinary income atégldor distribution to our shareholders. Howewghen and if we are able to generate
ordinary income , we intend to distribute sucharelinary income to stockholders.
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Because net ordinary inconneay not be generated in the near future, we expettour primary source of distributions will berin
net capital gains realized from the sale of outtfpbo company investments. The timing of any ¢apgains generated from the apprecie
and sale of portfolio companies cannot be predjced we do not expect to generate capital gains lewel or uniform basis from quarte
guarter. However, we may declare and pay quartisfyibutions which, in the aggregate, would beeatimate of the total net capital g«
expected to be realized throughout the year. [Qutire pendency of our continuous public offeringg may also declare and pay quart
distributions in an amount reflecting all or a pamtof any net unrealized appreciation on investsieacorded on our books which, depen
on the timing and amount of actual realization, megyresent a return of capital.

Our distributions may exceed our net ordinary inecamd realized net capital gainparticularly during the period before we h
substantially invested the net proceeds from ounticoous public offering or realized any nepital gains from the disposition of
investments, and we can give no assurance as tao whewill begin to realize any net capitgins from the sale of our portfolio comp:
investments, if ever. Distributions that represeméturn of capital malpwer your tax basis in our shares, or may be é¢xkas a gain from t
sale of such shares to the extent that such diginitis exceed the basis in such shares, and rélde@mount of funds we have for investme
targeted assets. However, we do not intend to naakedistributions representing a return of capitaich would result in a total return
capital in excess of 10% of our total invested tfi.e., the total gross proceeds received froensale of our common stock).

Although we may receive current income in the form of interest and dividends from some of our portfolio company investments, the
primary source of our distributions will be from net capital gains realized from the sale of our portfolio company investments, the timing of
which we cannot predict and, as a result, we will likely have substantial fluctuationsin our distributions from quarter to quarter.

We intend to invest principally in equity securitjéncluding convertible preferred securities aetitdsecurities convertible into eqt
securities, of primarily micro-cap and smeédlp companies. Our primary emphasis will be to geecapital gains through our eqi
investments in such micro-cap and sntalp companies, which we expect to become publiortiely companies with their securities be
guoted on either a junior exchange or senior exgha®e do not expect the securities in our pupliddded portfolio companies quoted ¢
junior exchange to initially have an active secaydeading market and, as such, these securiti#owvilliquid until an active market develo
We believe that typically this liquidity will deve in conjunction with an upgrade to a senior erdealisting, which may not occur u
twelve to eighteen months after our investment ésle if at all. However, there can be no assurémaieour portfolio companies will obte
either a junior exchange or senior exchange lisingeven if a listing is obtained, that an acttveding market will ever develop in 1
securities of our publicly traded portfolio compesi

Even if our portfolio companies are successful éedming publicly traded companies, there is noras®e that they will be able
achieve their projected revenue and earnings sugeeffectively maintain their status as publipaging companies. In such case, there
be little or no demand for the securities of ourtfadio companies in the public markets, we may éndifficulty disposing of our investmer
and the value of our investments may decline sahiathy.

Since our distributions are expectedhcipally to be paid from net capital gains read from the sale of our portfolio investments
do not expect to be able to pay distributions daval or uniform basis from quarter to quarter. Way have substantial fluctuations in
quarterly distribution payments to stockholderacsiwe expect to have an average holding perioddoportfolio company investments of «
to three years and we may not generate any realigedapital gains during our initial years of gg@ms. Our ability to pay distributions in «
initial years of operation will be based on ourifpto invest our capital in suitable portfolio mpanies in a timely manner.

However, we may declare and pay quarterly distidmst which, in the aggregate, would be an estiroétihne total net capital gai
expected to be realized throughout the year. [Qutire pendency of our continuous public offeringg may also declare and pay quart
distributions in an amount reflecting all or a pamtof any net unrealized appreciation on investsieacorded on our books which, depen
on the timing and amount of actual realization, megyresent a return of capital.

Our distributions may exceed our net ordinary inecamd realized net capital gainparticularly during the period before we h
substantially invested the net proceeds from outticoous public offering or realized any net cdpgains from the disposition of ¢
investments, and we can give no assurance as to whewill begin to realize any net capital gainsnfrthe sale of our portfolio compe
investments, if ever. Until we are able to paytribsitions from net capital gains realized from thae of our investments, we may
distributions that represent a return of capitayaa; however, we do not intend to make any distidns representing a return of capital wl
would result in a total return of capital in exce$s0% of our total invested capital (i.e., théatgross proceeds received from the sale ¢
common stock).
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Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds.

We did not engage in any unregistered sales otyegacurities during the three months ended Malfg2810.

Item 3. Defaults upon Senior Securities

Not applicable.

Iltem 4. Reserved

Item 5. Other Information.

Not applicable.

Iltem 6. Exhibits.

3.1

3.2

3.3

4.1

10.1

10.2

10.3

10.4

11

31.1*

31.2*

32.1*

32.2*

*

Amended and Restated Articles of Incorporafimtorporated by reference to Post-Effective Anmadt No. 1 to the Registraat’
Registration Statement on Forn-2 (File No. 33-157217), filed on April 21, 2010

Amended and Restated Bylaws (Incorporatecefgrence to the Registrant’'s Current Report on Faih(File No. 063504), filed o
April 23, 2009).

Dividend Reinvestment Plan (Incorporated Hgrence to Amendment No. 2 to the Registrant’s Regfion Statement on Form -
(File No. 33:-157217), filed on June 5, 200!

Form of Share Certificate (Incorporated by refeeetecthe Registra’s Annual Report on Form -K (File No. (-53504), filed on Mai
9, 2009)

Form of Amended and Restated Investment AdvisodyAaministrative Services Agreement (Incorporatgddference to Amendme
No. 1 to the Registra’s Registration Statement on Forr-2 (File No. 33-157217), filed on May 1, 200¢

License Agreement between the Company and Keatimgstments, LLC (Incorporated by reference to tlegifran's Registratio
Statement on Form 10 (File Nc-53504), filed on November 20, 200

Form of Indemnification Agreement for Directors dtmporated by reference to Amendment No. 2 to tegifran’'s Registratio
Statement on Form-2 (File No. 33-157217), filed on June 5, 200!

Custody Agreement between the Company and StemdetRank & Trust (Incorporated by reference to Registrar’'s Registratio
Statement on Form 10 (File N¢-53504), filed on November 20, 200

Computation of Per Share Earnings (included imibtes to the unaudited financial statements coadkiim this report)
Certification of Chief Executive Officer pursuantRule 13-14 of the Securities Exchange Act of 1934, as amé!
Certification of Chief Financial Officer pursuantRule 13-14 of the Securities Exchange Act of 1934, as ame!
Certification of Chief Executive Officer pursuant$ection 906 of The Sarba-Oxley Act of 2002

Certification of Chief Financial Officer pursuat $ection 906 of The Sarba-Oxley Act of 2002

Filed herewith

35




SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyigthas duly caused the report to
be signed on its behalf by the undersigned, theoeduly authorized.

Date: May 14, 201 KEATING CAPITAL, INC.

By: /s/ Timothy J. Keatiny

President and Chief Executive Officer
(Principal Executive Officer

By: /s/ Ranjit P. Mankeke
Ranjit P. Mankeka
Chief Financial Officer and Treasurer
(Principal Accounting and Financial Office
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Exhibit 31.1
Certification of Chief Executive Officer
I, Timothy J. Keating, Chief Executive Officer okldting Capital, Inc. certify that:
1. | have reviewed this quarterly report on FormQ.or the quarterly period ended March 31, 2018&edting Capital, Inc.;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or am#ttate a material fact necessal
make the statements made, in light of the circuntgts. under which such statements were made, né¢adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statememtd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure conteoid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) designed such disclosure controls and procedorecaused such disclosure controls and procedarbe designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) designed such internal control over financégdarting, or caused such internal control overrfaia reporting to be design
under our supervision, to provide reasonable assarasgarding the reliability of financial repogimnd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the registsadisclosure controls and procedures and presémtdts report our conclusio
about the effectiveness of the disclosure contanld procedures, as of the end of the period covlyethis report based on s
evaluation; and

(d) disclosed in this report any change in the stegnts internal control over financial reporting thatcooed during th
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuab® that has materially affected,
is reasonably likely to materially affect, the itgant’s internal control over financial reportiramd

5. The registrans other certifying officer and | have disclosedsdsh on our most recent evaluation of internal @rdaver financie
reporting, to the registrant’s auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(a) all significant deficiencies and material weesses in the design or operation of internal cootrer financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) any fraud, whether or not material, that inesmanagement or other employees who have a s@gmifiole in the registraist’
internal control over financial reporting.

Dated this 14th day of May 2010.

By: /s/ Timothy J. Keating

Timothy J. Keating
Chief Executive Officer




Exhibit 31.2
Certification of Chief Financial Officer
I, Ranjit P. Mankekar, Chief Financial Officer okKting Capital, Inc. certify that:
1. | have reviewed this quarterly report on FormQ.or the quarterly period ended March 31, 2018&edting Capital, Inc.;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or am#ttate a material fact necessal
make the statements made, in light of the circuntgts. under which such statements were made, né¢adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statememtd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure conteoid procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-15
(H and 15d-15(f))for the registrant and have:

(a) designed such disclosure controls and procedorecaused such disclosure controls and procedarbe designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) designed such internal control over financégdarting, or caused such internal control overrfaia reporting to be design
under our supervision, to provide reasonable assarasgarding the reliability of financial repogimnd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the registsadisclosure controls and procedures and presémtdts report our conclusio
about the effectiveness of the disclosure contanld procedures, as of the end of the period covlyethis report based on s
evaluation; and

(d) disclosed in this report any change in the stegnts internal control over financial reporting thatcooed during th
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuab® that has materially affected,
is reasonably likely to materially affect, the itgant’s internal control over financial reportiramd

5. The registrans other certifying officer and | have disclosedsdsh on our most recent evaluation of internal @rdaver financie
reporting, to the registrant’s auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(a) all significant deficiencies and material weesses in the design or operation of internal cootrer financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) any fraud, whether or not material, that inesmanagement or other employees who have a s@gmifiole in the registraist’
internal control over financial reporting.

Dated this 14th day of May 2010.

By: /s/ Ranjit P. Mankekar

Ranjit P. Mankekar
Chief Financial Officer




Exhibit 32.1

Certification of Chief Executive Officer
Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (183JC. 1350)

In connection with the Quarterly Report on FormQG0@er the quarter ended March 31, 2010 (the “Répart Keating Capital, In
(the “Registrant”) as filed with the Securities and Exchange Commissio the date hereof, |, Timothy J. Keating, thée€CEBxecutive Office
of the Registrant, hereby certify, to the best gfkmowledge, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934, as amend
and

(2) The information contained in the Report faplgesents, in all material respects, the finanaaldition and results of operatic
of the Registrant.

/s/ Timothy J. Keatin

Name: Timothy J. Keatin¢
Date: May 14, 201C




Exhibit 32.2

Certification of Chief Financial Officer
Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (183JC. 1350)

In connection with the Quarterly Report on FormQ0@er the quarter ended March 31, 2010 (the “Répart Keating Capital, In
(the “Registrant”) as filed with the Securities and Exchange Commissio the date hereof, |, Ranjit P. Mankekar, théeChinancial Office
of the Registrant, hereby certify, to the best gfkmowledge, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934, as amend
and

(2) The information contained in the Report faplgesents, in all material respects, the finanaaldition and results of operatic
of the Registrant.

/s/ Ranjit P. Mankeke

Name: Ranjit P. Mankeka
Date: May 14, 201C




