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Gladstone Commercial Corporation is a real estate investment trust, or REIT, that seeks to 
invest in and own net leased industrial and commercial real property and selectively make 
long-term industrial and commercial mortgage loans. As of December 31, 2005, we owned 
30 properties totaling approximately 3,260,359 square feet, located in 14 states and in 
Canada. These properties consist primarily of office, warehouse, industrial, commercial 
and manufacturing facilities. 
  Our principal investment objectives are to generate cash flow for monthly distribution 
to our stockholders and to increase the value of our common stock. Our primary strategy 
to achieve our investment objectives is to invest in and own a diversified portfolio of 
leased industrial and commercial real estate that we believe will produce stable cash flow 
and increase in value over time. We expect to sell some of our real estate assets from time 
to time when our Adviser determines that doing so would be advantageous to us and our 
stockholders. We also expect to occasionally make mortgage loans secured by income-producing 
commercial or industrial real estate, which loans may have some form of equity participation. 
 

WE CURRENTLY OWN THREE TYPES OF COMMERCIAL AND INDUSTRIAL REAL 
ESTATE PROPERTIES:

1  Real estate leased to tenants with small and medium-sized unrated businesses as well as 
larger rated businesses in some instances. Our target market companies are normally too 
small to have ratings similar to larger public companies.

2  Real estate occupied by companies controlled by buyout funds. We are very familiar with 
the leveraged buyout business and are comfortable owning these businesses real estate 
properties occupied by such tenants.

3  Real estate purchased from and leased back to businesses that are seeking to raise capital 
from the sale of their real estate to invest proceeds into their operations 

We are managed by Gladstone Management Corporation, our Adviser, whose principal offices  
are located at 1521 Westbranch Drive, McLean, Virginia 22102, a suburb of Washington, D.C.  
Our Adviser also has offices in New York, New York, Pittsburgh, Pennsylvania, Chicago, Illinois, 
Morristown, New Jersey, Lexington, Kentucky and Dallas, Texas. 
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Year ended 
December 31, 

2005

Year ended 
December 31, 

2004 

Period 
February 14, 

2003  
(inception) 

through 
December 31, 

2003

Operating Data:
Total operating revenue $ 13,465,334 $ 4,312,402 $ 12,180
Total operating expenses (7,345,013) (3,303,133) (557,148)
Other income (expense) (2,299,819) 614,659 304,097

Income before realized and unrealized losses 3,820,502 1,623,928 (240,871)
Realized and unrealized loss from foreign currency (218,557) — —

 Net income (loss) 3,601,945 1,623,928 (240,871)

Share and Per Share Data:
Basic net income (loss) $ 0.47 $ 0.21 $ (0.07)
Diluted net income (loss) $ 0.47 $ 0.21 $ (0.07)
Cash dividends declared per common share $ 0.96 $ 0.48 $ 0.01
Weighted average shares outstanding—basic 7,670,219 7,649,855  3,229,119
Weighted average shares outstanding—diluted 7,723,220 7,708,534 3,229,119

Supplemental Data:
Net income (loss) $ 3,601,945 $ 1,623,928 $ (240,871)
Real estate depreciation and amortization 3,651,119 973,345 5,827

Funds from operations 7,253,064 2,597,273 (235,044)

Ratio of Earnings to Fixed Charges(1) 2.5x 64.5x —

Balance Sheet Data:
Real estate, before accumulated depreciation $ 165,043,639 $ 61,251,455 $ 5,440,772
Total assets $ 207,046,954 $ 105,585,094 $ 105,061,370
Total long-term obligations $ 105,118,961 $ — $ —
Total stockholders’ equity $ 98,948,536 $ 102,692,693 $ 104,750,655
Total common shares outstanding 7,672,000 7,667,000 7,642,000

(1)  Note for the period February 14, 2003 through December 31, 2003 earnings, as defined, were insufficient to cover fixed charges by $240,871.

Financial Highlights
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GROWING IN 2005

Our 2005 year-end performance reflects our focus 

on single tenant properties and our rigorous under-

writing. Among our 2005 results were:

•  Net income increased to $3,601,945 or $0.47 per 

diluted common share, a 124% per share increase 

over 2004;

•  Funds from Operations (“FFO”) increased  

to $7,253,064 million or $0.94 per diluted com-

mon share, an increase of 179% per share over 

2004; and

•  Acquisition of 18 properties and 1 mortgage loan, 

for a total investment of $126.8 million, growing 

our portfolio to 30 properties.

  Our growth has enabled our Board of Directors 

to increase the monthly dividend distributions to our 

shareholders from $0.06 in January 2005 to $0.10 in 

December 2005, a 67% increase. Our goal is to con-

tinue to raise the dividend, and we will work hard to 

make that happen. We are proud that we can share 

our growth with our shareholders and we hope to 

post even better results in 2006.

  For the year ended December 31, 2005, we 

acquired $116.8 million in new properties and one 

mortgage loan for $10.0 million. We have fully 

invested the funds from the initial public offering 

and are actively pursuing the acquisition of addi-

tional properties that fit our investment criteria 

using our credit line and funds generated from 

mortgage financings. At year-end we were approxi-

mately 50% leveraged, which we believe results in a 

very conservative balance sheet.

To Our Stockholders

We are pleased with our 2005 achievements. We expanded our property holdings, 
improved financial results, and increased our monthly dividend.



LOOKING AHEAD

Subsequent to year-end, in January 2006 we completed 

a public offering of 1,000,000 shares of our 7.75% 

Series A Cumulative Redeemable Preferred Stock,  

at a price of $25.00 per share, which reduced our 

leverage from our year-end 2005 reported results. 

Moving forward, we are comfortable increasing our 

debt levels as we continue to grow.

  Also in January 2006, our Board of Directors 

increased our monthly dividend for the months of 

January, February and March 2006 to $0.12 per share.

  Rising interest rates, increasing energy prices 

and natural disasters have begun to dampen the 

enthusiasm in the market, but despite all of the neg-

ative macro economic factors, we are still seeing 

many opportunities in markets where we operate. 

The majority of triple net property buyers work in 

major markets and seek tenants with ratings from a 

credit rating agency. In our investment niche, the 

middle or secondary markets, we are not experienc-

ing as much overheated demand as the large mar-

kets are generating. We believe that this, along with 

our strengths in underwriting tenants gives us a 

competitive advantage.

We are very proud of the accomplishments 

Gladstone Commercial has achieved over the past 

year and are excited about the opportunities and 

challenges that await us this year. We remain 

focused on growing the company while maintaining 

long-term stockholder value.

We invite you to attend our Company’s Annual 

Meeting scheduled for May 24, 2006 at the Hilton 

McLean at 7920 Jones Branch Drive, McLean, 

Virginia at 11:00 a.m.

  We thank you for your continued support.

   DAVID GLADSTONE 

Chairman of the Board of Directors and Chief Executive Officer

   TERRY BRUBAKER 

Director, President, Secretary and Chief Operating Officer

   GEORGE “CHIP” STELLJES, III 

Executive Vice President and Chief Investment Officer

(Pictured here from left to right are David Gladstone, 
and Terry Brubaker, and George “Chip” Stelljes, III)

“ Our growth has enabled our Board of Directors to increase the monthly dividend  
distributions to our shareholders from $0.06 in January 2005 to $0.10 in 
December 2005, a 67% increase.”
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$116.8 “In 2005, we completed the acquisition  
of 18 properties, for a total investment of  
$116.8 million.”

Our Investments
We buy commercial and industrial real estate that usually is leased to a single tenant. 

The leases are triple net (“NNN”) leases which place substantial financial and operating 

responsibilities of property ownership, maintenance and use on the tenant, rather than 

us, the owner. Our portfolio provides for attractive cash flow growth through these triple 

net leases, which we use to pay dividends to our stockholders.

   We expect that most of our tenants will not be rated by a national rating agency 

and therefore we undertake an extensive underwriting analysis of the tenant’s business. 

Our underwriting team is composed of seasoned real estate experts and professionals 

who specialize in small and medium-sized business loans. In light of this expertise and 

our rigorous underwriting criteria, we believe that we are able to select financially solid 

unrated tenants for our real estate.
   

We may structure certain investments as mortgage loans; however a majority of our invest-
ments will be structured as acquisitions of properties that have triple net leases. Our acquisi-
tions include real estate property that is improved, or if under development, near completion. 
Portfolio investments will be primarily within North America, with no specific emphasis on  
geographical locations.



30
Properties

Our principal investment 
objective is to generate 

income for our stockholders 
in the form of monthly cash 
distributions.  We anticipate 
that these dividend distribu-

tions will grow over time, 
which we believe will result 
in a higher market value of 

the common stock. 
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Our portfolio of real estate is leased to a wide cross section of tenants in multiple indus-
tries ranging from small businesses to, in some instances, large public companies. Our 
portfolio currently includes tenants with triple net leases ranging from five to 20 years and 
is geographically diversified across North America with no more than 10% of our revenues 
from any one state.



OUR PLAN

Our goal is to distribute monthly dividends to our stockholders. We seek to increase our total 
dividend payments each year. We generate the necessary income for the monthly dividend  
payments through our real estate portfolio of triple net leases to predominantly small and 
medium-sized businesses. Traditional financial institutions typically pass over these secondary 
market businesses who desire capital to finance their growth, restructure their balance sheets 
or seek to change control of their businesses.



$3.6  “ In 2005, our net income was approximately $3.6 million 
or $0.47 per diluted weighted average common share a 
124% increase per share as compared to approximately 
$1.6 million or $0.21 per diluted weighted average 
common share one year ago.”

Investment Strategy
Our 2005 triple-digit percentage increase in net income was achieved through our strin-

gent investment objectives that we have maintained since our company’s inception. We 

have a unique strategy among commercial and industrial REITs, which is our expertise in 

reviewing the creditworthiness of the small to mid-sized businesses that are our tenants. 

Additional investment objectives include, but are not limited to:

•    Investing in and owning a diversified portfolio of leased industrial and commercial real estate to produce 

stable cash income;

•  Acquire properties at favorable prices;

•  Selectively extending real estate mortgage loans to creditworthy businesses;

•    Using borrowing to maximize the return to our shareholders while using non-recourse financing to 

limit the amount of our loss exposure on any property to the amount of equity invested in the property;

•   Participating in joint ventures that will permit us to own interests in large properties without 

restricting the diversity of our portfolio; and

•   Selling real estate assets from time to time at favorable prices.

PROPERTY FINANCING 

Our strategy also includes the use of leverage, so that we may make more investments 
than would otherwise be possible in order to maximize potential returns to stockholders. 
We intend to use non-recourse property level financing that will allow us to limit our loss 
exposure on any property to the amount of equity investment in that property. 
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30 Properties Across the East Coast, Midwest, Southwest and Canada
As of December 31, 2005, we owned 30 properties and held two mortgage loans in our portfolio. 
During 2005, our portfolio grew by 18 properties and, subject to market conditions, we expect 
to continue our acquisition growth at this pace. As of December 31, 2005, our portfolio of  
properties was 100% occupied and consisted primarily of single-tenant commercial and industrial 
real estate property. We anticipate that our future portfolio acquisitions will include similar 
types of properties.































































































































































































































Corporate Information

BOARD OF DIRECTORS 
AND EXECUTIVE OFFICERS

David Gladstone
Chief Executive Officer and 
Chairman of the Board

Terry Brubaker
Chief Operating Officer, President, 
Secretary and Director

George “Chip” Stelljes, III
Chief Investment Officer and 
Executive Vice President

Paul Adelgren
Director and Pastor of Missionary 
Alliance Church

Maurice Coulon
Director and Private Real Estate 
Investor

David A.R. Dullum
Director and Partner of New England 
Partners

Michela English
Director and Private Investor

John Outland
Director and Vice President of 
Genworth Financial, Inc.  

Anthony W. Parker
Director and Founder and Chairman 
of Medical Funding Corp.

Harry Brill 
Chief Financial Officer and Treasurer

GLADSTONE 
MANAGEMENT TEAM 
MEMBERS

Michael Brown
Managing Director

Joseph Bute
Managing Director

Buzz Cooper
Managing Director

Robert Corry
Managing Director

John Freal
Managing Director

Laura Gladstone
Managing Director

Paul Guisti
Managing Director

Clifford Gookin
Managing Director

Chris Massey
Managing Director

Robert Pierce
Managing Director

Virginia Rollins
Managing Director

Danielle Seidman
Accounting Manager

Kelly Sargent
Investor Relations

STOCK EXCHANGE LISTING
The common stock of the  
company trades on the Nasdaq 
National Stock Market under  
the symbol GOOD.

The preferred stock of the  
company trades on the Nasdaq 
National Stock Market under  
the symbol GOODP.

TRANSFER AGENT
The Bank of New York
Shareholder Relations Department
P.O. Box 11258
Church Street Station
New York, NY 10286, USA

STOCKHOLDER INQUIRIES
Email:  shareowners@bankofny.com 
Web site: www.stockbny.com
Inside the US:  
1 (800) 524 4458 (toll free)
Outside the US:  
1 (610) 382 7833  
(collect calls accepted)

FINANCIAL INFORMATION
Stockholders may receive  
additional copies of this Annual 
Report by contacting us or  
going to our web site at 
www.GladstoneCommercial.com, 

the SEC website at www.SEC.gov 
or by visiting the SEC at 100 F 
Street NE, Washington, D.C. 20549.

INDEPENDENT 
REGISTERED PUBLIC 
ACCOUNTING FIRM
PricewaterhouseCoopers LLP

LEGAL COUNSEL
Cooley Godward, LLP
Holland & Knight LLP

COMPANY WEBSITE
www.GladstoneCommercial.com

This 2005 Annual Report contains 
forward-looking statements, 
within the meaning of Section 27A 
of the Securities Act of 1933 and 
21E of the Securities Exchange 
Act of 1934. Such forward-looking 
statements can generally be iden-
tified by our use of forward-look-
ing terminology such as “may,” 
“will,” “expect,” “intend,” “antici-
pate,” “estimate,” “believe,”  
“continue,” or other similar words. 
Readers of this 2005 Annual Report 
should be aware that there are 
various factors that could cause 
actual results to differ materially 
from any forward-looking state-
ments made in this report. Factors 
that could cause or contribute to 
such differences include, but are 
not limited to, changes in general 
economic and business conditions, 
industry trends, changes in gov-
ernment rules and regulations 
(including changes in tax laws) 
and environmental rules and 
regulations. Accordingly, readers 
are cautioned not to place undue 
reliance on these forward-looking 
statements, which speak only  
as of the date of this 2005 Annual 
Report. We do not make any  
representations or warranties 
(expressed or implied) about the 
accuracy of any such forward-
looking statements.
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Gladstone Commercial Corporation
1521 Westbranch Drive
McLean, VA 22102

Telephone: 703-287-5800
Fax: 703-287-5801
Email: info@GladstoneCommercial.com
Web: www.GladstoneCommercial.com
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