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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the Fiscal Year Ended December 31, 2014

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

FOR THE TRANSITION PERIOD FROM                  TO                

COMMISSION FILE NUMBER: 001-35795

GLADSTONE LAND CORPORATION

(Exact name of registrant as specified in its charter)
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MARYLAND 54-1892552
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

1521 WESTBRANCH DRIVE, SUITE 100

MCLEAN, VIRGINIA

22102

(Address of principal executive offices) (Zip Code)

(703) 287-5800

(Registrant�s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

(Title of Each Class) (Name of Each Exchange on which Registered)
Common Stock, $0.001 par value per share NASDAQ Global Market

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.    YES  ¨    NO  x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.    YES  ¨    NO  x

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

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

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or information statements
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incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.    x

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

(Check one):

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer x  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
Act).    YES  ¨    NO  x.

The aggregate market value of the voting stock held by non-affiliates of the registrant on June 30, 2014, based on the
closing price on that date of $12.99 on the NASDAQ Global Market, was $48,927,147. For the purposes of
calculating this amount only, all directors and executive officers of the registrant have been deemed to be affiliates.

The number of shares of the registrant�s Common Stock, $0.001 par value per share, outstanding as of February 23,
2015, was 7,753,717.

Documents Incorporated by Reference: Portions of the Registrant�s Proxy Statement, to be filed no later than April 30,
2015, relating to the Registrant�s 2015 Annual Meeting of Stockholders are incorporated by reference into Part III of
this Annual Report on Form 10-K.
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FORWARD-LOOKING STATEMENTS

Our disclosure and analysis in this Annual Report on Form 10-K (the �Form 10-K�), and the documents that are
incorporated by reference herein, contain �forward-looking statements� within the meaning of Section 27A of the
Securities Act of 1933, as amended (the �Securities Act�) and Section 21E of the Securities Exchange Act of 1934, as
amended (the �Exchange Act�). We intend such forward-looking statements to be covered by the safe harbor provisions
for forward-looking statements contained in the Private Securities Litigation Reform Act of 1995 and include this
statement for purposes of complying with these safe harbor provisions. Forward-looking statements relate to
expectations, beliefs, projections, future plans and strategies, anticipated events or trends concerning matters that are
not historical facts. These forward-looking statements include information about possible or assumed future events,
including, among other things, discussion and analysis of our future financial condition, results of operations and
funds from operations (�FFO�), our strategic plans and objectives, cost management, occupancy and leasing rates and
trends, liquidity and ability to refinance our indebtedness as it matures, anticipated capital expenditures (and access to
capital) required to complete projects, amounts of anticipated cash distributions to our stockholders in the future and
other matters. Words such as �anticipates,� �expects,� �intends,� �plans,� �believes,� �seeks,� �estimates,� �may� and variations of
these words and similar expressions are intended to identify forward-looking statements, though not all
forward-looking statements contain these words. These statements are not guarantees of future performance and are
subject to risks, uncertainties and other factors, some of which are beyond our control, are difficult to predict and
could cause actual results to differ materially from those expressed or forecasted in the forward-looking statements.
Statements regarding the following subjects, among others, are forward-looking by their nature:

� our business strategy;

� our ability to implement our business plan, including our ability to continue to expand both geographically
and beyond annual row crops;

� pending transactions;

� our projected operating results;

� our ability to obtain future financing arrangements;

� estimates relating to our future distributions;

� estimates regarding potential rental rate increases;

� our understanding of our competition and our ability to compete effectively;
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� market and industry trends;

� estimates of future operating expenses, including payments to our Adviser (as defined herein) under the
terms of our Advisory Agreement (as defined herein);

� our compliance with tax laws, including our ability to maintain our qualification as a real estate investment
trust (�REIT�) for federal income tax purposes;

� projected capital expenditures; and

� use of proceeds of our line of credit, long-term borrowings, future stock offerings and other future capital
resources, if any.

Forward-looking statements involve inherent uncertainty and may ultimately prove to be incorrect or false. You are
cautioned to not place undue reliance on forward-looking statements. Except as otherwise may be required by law, we
undertake no obligation to update or revise forward-looking statements to reflect changes to our assumptions, the
occurrence of unanticipated events or actual operating results. Our actual results could differ materially from those
anticipated in these forward-looking statements as a result of various factors, including, but not limited to:

3
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� general volatility of the capital markets and the market price of our common stock;

� failure to maintain our qualification as a REIT and risks of changes in laws that affect REITs;

� risks associated with negotiation and consummation of pending and future transactions;

� changes in our business strategy;

� the adequacy of our cash reserves and working capital;

� our failure to successfully integrate and operate acquired properties and operations;

� defaults upon or non-renewal of leases by tenants;

� decreased rental rates or increased vacancy rates;

� the degree and nature of our competition, including other real estate investment companies;

� availability, terms and deployment of capital, including the ability to maintain and borrow under our line of
credit, arrange for long-term mortgages on our properties and raise equity capital;

� our Adviser�s ability to identify, hire and retain highly-qualified personnel in the future;

� changes in the environment, our industry, interest rates or the general economy;

� changes in real estate and zoning laws and increases in real property tax rates;

� changes in governmental regulations, tax rates and similar matters;

� environmental liabilities for certain of our properties and uncertainties and risks related to natural disasters
or climactic changes impacting the regions in which our tenants operate; and

�
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the loss of any of our key officers, such as Mr. David Gladstone, our chairman, president and chief executive
officer, or Mr. Terry Lee Brubaker, our vice chairman and chief operating officer.

This list of risks and uncertainties, however, is only a summary of some of the most important factors to us and is not
intended to be exhaustive. You should carefully review the risks set forth herein under the caption �Item 1A. Risk
Factors.� New factors may also emerge from time to time that could materially and adversely affect us.

ITEM 1. BUSINESS
Corporate Overview

Gladstone Land Corporation (the �Company,� �we,� �us� or �our�) is an externally-managed, agricultural REIT that was
re-incorporated in Maryland on March 24, 2011, having been originally incorporated in California on June 14, 1997,
and having been previously re-incorporated in Delaware on May 25, 2004. We are primarily in the business of owning
and leasing farmland. Upon the pricing of our initial public offering (the �IPO�) on January 29, 2013, our shares of
common stock began trading on the NASDAQ Global Market under the symbol �LAND.�

Prior to 2004, we were engaged in the owning and leasing of farmland, as well as an agricultural operating business
whereby we engaged in the farming, contract growing, packaging, marketing and distribution of fresh berries,
including commission selling and contract cooling services to independent berry growers. In 2004, we sold our
agricultural operating business, and since 2004, our operations have consisted solely of leasing our farms to
medium-sized, independent farming operations and larger, corporate farming operations.

4
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Including the acquisition of one farm subsequent to December 31, 2014, we currently own 8,370 acres comprised of
33 farms: 15 in California, 9 in Florida, 4 in Michigan, 4 in Oregon and 1 in Arizona. We also own three cooling
facilities and one box barn. These properties are currently leased to 30 separate and unrelated tenants that are either
corporate or independent farmers. We also lease a small parcel on our 653-acre farm near Oxnard, California (�West
Gonzales�), to an oil company. Historically, our farmland has predominantly been concentrated in locations where
tenants are able to grow annual row crops, such as certain types of berries and vegetable crops, which are planted and
harvested annually or more frequently. However, during 2013, we began to diversify the variety of crops grown on
our properties, and we now own several farms with more permanent crops, such as blueberries, as well as a couple of
farms that grow grains, such as corn and beans. While our focus remains on annual row crops, in the future, we may
acquire additional land with fruit or nut trees, bushes, wine berries and wine grapes, as well as land to grow grains.
We may also acquire more property related to farming, such as storage facilities utilized for cooling crops, freezer
buildings, facilities used for the storage and assembly of boxes for shipping produce (known as box barns), silos,
storage facilities, green houses, processing plants, packaging buildings and distribution centers.

We generally lease our properties on a triple-net basis, an arrangement under which, in addition to rent, the tenant is
required to pay the related taxes, insurance costs (including drought insurance if we were to acquire properties that
depend upon rainwater for irrigation), maintenance and other operating costs. We may also sell farmland at certain
times, such as when the land could be developed by others for urban or suburban uses. We do not currently intend to
enter the business of growing, packing or marketing farmed products; however, if we do so in the future, we expect
that we would conduct such business through a taxable REIT subsidiary (�TRS�).

To a lesser extent, we may provide senior secured first-lien mortgages to farmers for the purchase of farmland and
farm-related properties. We expect that any mortgages we make would be secured by farming properties that have a
successful history of crop production and profitable farming operations and that, over time, such mortgages would not
exceed 5.0% of the fair value of our total assets. Currently, we do not hold any mortgages, and we have not identified
any properties for which to make loans secured by mortgages.

We conduct our business through an Umbrella Partnership Real Estate Investment Trust (�UPREIT�) structure in which
our properties and the mortgage loans we make will be held directly or indirectly by Gladstone Land Limited
Partnership (our �Operating Partnership�). We are the manager and 100% owner of Gladstone Land Partners, LLC
(�Land Partners�), which is the sole general partner of our Operating Partnership, and we currently hold, directly and
indirectly through Land Partners, 100% of its outstanding limited partnership units (�OP Units�). In the future, we may
offer equity ownership in our Operating Partnership by issuing OP Units to farmland owners from time to time in
consideration for acquiring their farms. Holders of OP Units in our Operating Partnership will be entitled to redeem
these units for cash or, at our election, shares of our common stock on a one-for-one basis at any time after holding the
OP Units for one year. Farmland owners who exchange their farms for OP Units may be able to do so in a
tax-deferred exchange under U.S. federal income tax laws.

On September 3, 2014, we filed our 2013 federal income tax return, on which we elected to be taxed as a REIT for
federal tax purposes beginning with the year ended December 31, 2013. As a REIT, we generally will not be subject
to U.S. federal income tax if we distribute at least 90% of our taxable income to our stockholders. In addition, we have
elected for Gladstone Land Advisers, Inc., a wholly-owned subsidiary of our Operating Partnership, to be taxed as a
TRS. We may own or manage our assets and engage in other activities through Gladstone Land Advisors or another
TRS we form or acquire when we deem it necessary or advisable. The taxable income generated by any TRS will be
subject to regular corporate income tax. Currently, we do not conduct any operations through our TRS.

Subject to certain restrictions and limitations, and pursuant to contractual agreements, our business and real estate
portfolio investments are managed by Gladstone Management Corporation (our �Adviser�), a Delaware corporation, a
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registered investment adviser with the Securities and Exchange Commission (the �SEC�) and an affiliate of ours.
Administrative services are provided to us by Gladstone Administration, LLC (our �Administrator�), a Delaware limited
liability company and an affiliate of ours. Our Adviser and our Administrator are owned and controlled by David
Gladstone, our chief executive officer, president, chairman of our Board of Directors and our largest stockholder.

Our Investment Objectives and Our Strategy

Our principal business objective is to maximize stockholder returns through a combination of: (1) monthly cash
distributions to our stockholders, which we hope to sustain and increase through long-term growth in cash flows from
increased rents; (2) appreciation of our land; and (4) capital gains derived from the sale of our properties. Our primary
strategy to achieve our

5
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business objective is to invest in and diversify our current portfolio of primarily triple-net-leased farmland and
properties related to farming operations. This strategy includes the following components:

� Owning Farms and Farm-Related Real Estate for Income. We own and intend to acquire farmland and lease
it to corporate and independent farmers, including sellers who desire to continue farming the land after we
acquire the property from them. We expect to hold acquired properties for many years and to generate stable
and increasing rental income from leasing these properties.

� Owning Farms and Farm-Related Real Estate for Appreciation. We intend to lease acquired
properties over the long term. However, from time to time we may sell one or more properties if
we believe it to be in the best interests of our stockholders. Potential purchasers may include real
estate developers desiring to develop the property or financial purchasers seeking to acquire
property for investment purposes. Accordingly, we will seek to acquire properties that we believe
have potential for long-term appreciation in value.

� Continue Expanding our Operations Geographically. While our properties are currently located in five states
across the U.S., we expect that we will acquire properties in other farming locations in the future. We believe
the Southeast and Mid-Atlantic regions of the United States, specifically states such as Georgia, North
Carolina and New Jersey, offer attractive locations for expansion. We also expect to seek farmland
acquisitions in the Midwest and may also expand into other areas in the United States.

� Continue Expanding our Crop Varieties. Currently, the majority of tenants who farm our properties grow
row crops dedicated to produce, such as lettuce and tomatoes, and berries, such as strawberries and
raspberries. While we have begun expanding into longer-term crops, such as blueberries, as well as into
grains, in the future, we will seek to continue expanding into other crops, such as commodity crops (e.g.,
wheat, rice and corn) and bush, tree and vine crops (e.g., fruits and nuts).

� Using Leverage. To make more investments than would otherwise be possible, we intend to borrow through
loans secured by long-term mortgages on our properties, and we may also borrow funds on a short-term
basis or incur other indebtedness.

� Owning Mortgages on Farms and Farm-Related Real Estate. In circumstances where our purchase of farms
and farm-related properties is not feasible, we may provide the owner of the property with a mortgage loan
secured by the property along with an option to sell the property to us in the future at a predetermined price.
We do not expect that, over time, our mortgages held will exceed 5.0% of the fair value of our total assets.

� Joint Ventures. Some of our investments may be made through joint ventures that would permit us to own
interests in large properties without restricting the diversity of our portfolio.

We expect that most of our future tenants will be medium-sized independent farming operations or large corporate
farming operations that are unrelated to us. We intend to lease the majority of our properties under triple-net leases, an

Edgar Filing: GLADSTONE LAND Corp - Form 10-K

Table of Contents 11



arrangement under which the tenant maintains the property while paying the related taxes, maintenance and insurance
costs, as well as rent to us. We are actively seeking and evaluating other farm properties for potential purchase,
although we are not currently a party to any binding purchase agreements to acquire any properties. All potential
acquisitions will be subject to due diligence investigations, and there can be no assurance that we will be successful in
identifying or acquiring any properties in the future.

Our Investment Process

Types of Investments

We expect that substantially all of our investments will be in income-producing agricultural real property and, to a
lesser extent, mortgages on agricultural real estate. We expect that the majority of our leases will be structured as
triple-net leases. If we make mortgage loans, we expect the ratio of loan amount to value of the real estate to be
greater than ratios for conventional mortgage loans on farms and the interest rate to be higher than those for
conventional loans. Investments will not be restricted as to geographical areas. Currently, our properties are located
across five states in the U.S.

6
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We anticipate that we will make substantially all of our investments through our Operating Partnership. Our Operating
Partnership may acquire interests in real property in exchange for the issuance of common shares, OP Units, cash or
through a combination of the three. OP Units issued by our Operating Partnership will be redeemable for cash or, at
our election, shares of our common stock on a one-for-one basis at any time after holding the OP Units for one year.
However, we currently, and may in the future, hold some or all of our interests in real properties through one or more
wholly-owned subsidiaries, each classified as a qualified REIT subsidiary.

Property Acquisitions and Leasing

We anticipate that many of the farms we purchase will be acquired from independent farmers or agricultural
companies and that they will simultaneously lease the properties back from us. These transactions will provide the
tenants with an alternative to other financing sources, such as borrowing, mortgaging real property or selling
securities. We anticipate that some of our transactions will be in conjunction with acquisitions, recapitalizations or
other corporate transactions affecting our tenants. We also expect that many of the farms we acquire will be purchased
from owners that do not farm the property but rather lease the property to tenant farmers. In situations such as these,
we intend to have a lease in place prior to or simultaneously with acquiring the property. For a discussion of the risks
associated with leasing property to leveraged tenants, see �Risk Factors � Risks Relating to Our Business and
Operations � Some of our tenants may be unable to pay rent, which could adversely affect our cash available to make
distributions to our stockholders or otherwise impair the value of your investment.�

We intend to own primarily single-tenant, agricultural real property. Generally, we will lease properties to tenants that
our Adviser deems creditworthy under triple-net leases that will be full-recourse obligations of our tenants or their
affiliates. Most of our agricultural leases have original terms ranging from 3 to 10 years for properties growing row
crops and 5 to 15 years for properties growing permanent crops, often with options to extend the lease further. Rent is
generally payable to us on either an annual or semi-annual basis, with one-half due at the beginning of the year and
the other half due later in the year. Further, most of our leases contain provisions that provide for annual increases in
the rental amounts payable by the tenants, often referred to as escalation clauses. The escalation clauses may specify
fixed dollar amount or percentage increases each year, or it may be variable, based on standard cost of living or
inflation indices. In addition, some leases that are longer-term in nature may require a regular survey of comparable
land rents, with the rent owed per the lease being adjusted to reflect current market rents. We have not entered into
any leases that include variable rent based on the success of the harvest each year; however, should we choose to do
so, we would generally require the lease to include the guarantee of a minimum amount of rental income that satisfies
our investment return criteria. Currently, our 33 farms are leased under original lease terms ranging from 1 to 15
years, with 20 farms leased on a pure triple-net basis, and 13 farms leased on a partial-net basis, with the landlord
responsible for all or a portion of the related property taxes. However, due to follow-on leases we have executed on
certain of our properties, two of our farms that are currently leased on a partial-net basis will convert to pure triple-net
leases in November 2015.

We believe that we can source farmland to purchase that will rent at annual rental rates providing net capitalization
rates ranging from 4.5% to 6.5% of the properties� market values. However, there can be no assurance that we will be
able to achieve this level of rental rates. Since rental contracts in the farming business for annual row crops are
customarily short-term agreements, rental rates are typically renegotiated regularly to then-current market rates.

Underwriting Criteria and Due Diligence Process

Selecting the Property
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We consider selecting the right properties to purchase or finance as the most important aspect of our business. Buying
quality farmland that can be used for many different crops and that is located in desirable locations is essential to our
success.

Our Adviser works with real estate contacts in agricultural markets throughout the United States to assess available
properties and farming areas. We believe that our Adviser is experienced in selecting valuable farmland and will use
this expertise to identify promising properties. The following is a list of important factors in our selection of farmland:

� Water availability. Availability of water is essential to farming. We will seek to purchase properties with
ample access to water through an operating well on site or rights to use a well or other source that is located
nearby. However, we may consider properties that rely on rainfall for water if the tenant on that property
mitigates the drought risk by purchasing drought insurance. Typically, the leases on properties that rely on
rainfall would be longer-term in nature. We do not currently own any properties that rely on rainfall for
water.

7
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� Soil composition. In addition to water, for farming efforts to be successful, the soil must be suitable for
growing crops. We will not buy or finance any real property that does not have soil conditions that we
believe are favorable for growing the crops farmed on the property, except to the extent that a portion of an
otherwise suitable property, while not favorable for growing the crops farmed on the property, may be
utilized to build structures used in the farming business, such as cooling facilities, packinghouses, silos,
greenhouses, storage facilities and distribution centers.

� Location. Farming also requires optimal climate and growing seasons. We typically seek to purchase
properties in locations that take advantage of climate conditions that are needed to grow fresh produce crops.
We intend to continue to expand throughout the United States in locations with productive farmland and
financially sound farming tenants.

� Price. We intend to purchase and finance properties that we believe are a good value and that we will be able
to profitably rent for farming over the long term. Generally, the closer a property is located to urban
developments, the higher the value of the property. As a result, properties that are currently located in close
proximity to urban developments are likely to be too expensive to justify farming over an extended period of
time, and, therefore, we are unlikely to invest in such properties.

Our Adviser will perform a due diligence review with respect to each potential property acquisition. Such review will
include an evaluation of the physical condition of a property and an environmental site assessment to determine
potential environmental liabilities associated with a property prior to its acquisition. One of the criteria that we look
for is whether mineral rights to such property, which constitute a separate estate from the surface rights to the
property, have been sold to a third party. We generally seek to invest in properties where mineral rights have not been
sold to third parties; however, in cases where access to mineral rights would not affect the surface farming operations,
we may enter into a lease agreement for the extraction of minerals or other subterranean resources, as we have done
on West Gonzales. We may seek to acquire mineral rights in connection with the acquisition of future properties to the
extent such mineral rights have been sold off and the investment acquisition of such rights is considered to be
favorable after our due diligence review. Despite the conduct of these reviews, there can be no assurance that
hazardous substances or waste, as determined under present or future federal or state laws or regulations, will not be
discovered on the property after we acquire it. See �Risk Factors � Risks Relating to our Business and Operations �
Potential liability for environmental matters could adversely affect our financial condition.�

Our Adviser will also physically inspect each property and the real estate surrounding it to estimate its value. Our
Adviser�s due diligence will be primarily focused on valuing each property independent of its rental value to particular
tenants to whom we plan to rent. The real estate valuations our Adviser performs will consider one or more of the
following items:

� The comparable value of similar real property in the same general area of the prospective property. In this
regard, comparable property is hard to define since each piece of real estate has its own distinct
characteristics. But to the extent possible, comparable property in the area that has sold or is for sale will be
used to determine if the price being paid for the property is reasonable.

� The comparable real estate rental rates for similar properties in the same area of the prospective property.
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� Alternative uses for the property to determine if there is another use for the property that would give it
higher value, including potential future conversion to urban or suburban uses such as commercial or
residential development.

� The assessed value as determined by the local real estate taxing authority.
In addition, our Adviser may supplement its valuation estimate with an independent real estate appraisal in connection
with each investment that it considers. These appraisals may take into consideration, among other things, the terms
and conditions of the particular lease transaction, the quality of the tenant�s credit and the conditions of the credit
markets at the time the lease transaction is negotiated. However, the actual purchase price of a property may be greater
or less than its appraised value. When appropriate, our Adviser may engage experts to undertake some or all of the due
diligence efforts described above.

8
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Underwriting the Tenant, Due Diligence Process and Negotiating Lease Provisions

In addition to property selection, underwriting the tenant that will lease the property will also be an important aspect
of many of our investments. Our Adviser will evaluate the creditworthiness of the tenant and assess its ability to
generate sufficient cash flow from its agricultural operations to cover its payment obligations to us pursuant to our
lease. Because our tenants are in the farming industry, their cash flows may fluctuate according to season. The
following is a list of criteria that our Adviser may consider when evaluating potential tenants for our properties,
although not all criteria may be present for each lease:

� Experience. We believe that experience is the most significant characteristic when determining the
creditworthiness of a tenant. Therefore, we seek to rent our properties to farmers that have an extensive track
record of farming their particular crops successfully.

� Financial Strength. We seek to rent to farmers that have financial resources to invest in planting and
harvesting their crops. We generally require annual financial statements of the tenant to evaluate the
financial capability of the tenant and its ability to perform its obligations under the lease.

� Adherence to Quality Standards. We seek to lease our properties to those farmers that are committed to
farming in a manner that will generate high-quality crops. We intend to identify such commitment through
their track records of selling produce into established distribution chains and outlets.

� Lease Provisions that Enhance and Protect Value. When deemed appropriate, our Adviser attempts to
include lease provisions that require our consent to specified tenant activity or require the tenant to satisfy
specific operating tests. These provisions may include, for example, requiring the tenant to meet operational
or financial covenants or to indemnify us against environmental and other contingent liabilities. We believe
that these provisions serve to protect our investments from changes in the operating and financial
characteristics of a tenant that may impact its ability to satisfy its obligations to us or that could reduce the
value of our properties. Our Adviser generally also seeks covenants requiring tenants to receive our consent
prior to any change in control of the tenant.

� Credit Enhancement. To mitigate risk and enhance the likelihood of tenants satisfying their lease obligations,
our Adviser may also seek cross-default provisions if a tenant has multiple obligations to us or seek a letter
of credit or a guaranty of lease obligations from each tenant�s corporate affiliates, if any. We believe that
these types of credit enhancements, if obtained, provide us with additional financial security. These same
enhancements may apply to mortgage loans.

� Diversification. Our Adviser will seek to diversify our portfolio to avoid dependence on any one particular
tenant or geographic location. By diversifying our portfolio, our Adviser intends to reduce the adverse effect
on our portfolio of a single underperforming investment or a downturn in any particular geographic region.
Many of the areas in which we purchase or finance properties are likely to have their own microclimates and,
although they appear to be in close proximity to one another, generally will not be similarly affected by
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weather or other natural occurrences at the same time. We currently own properties in five different states
across the U.S., and over time, we expect to expand our geographic focus to other areas of the Southeast,
Midwest and the Mid-Atlantic. We will also attempt to diversify our portfolio of properties by expanding our
current operations, which currently consist primarily of owning and leasing farmland that grows row crops
dedicated to berries and produce, to owning farmland that grows other crop types, such as commodity crops
(e.g., wheat, rice and corn) and bush, tree and vine crops (e.g., nuts and fruits).

While our Adviser seeks tenants it believes to be creditworthy, tenants are not required to meet any minimum rating
established by an independent credit rating agency. Our Adviser�s standards for determining whether a particular tenant
is creditworthy will vary in accordance with a variety of factors relating to specific prospective tenants. The
creditworthiness of a tenant is determined on a tenant-by-tenant and case-by-case basis. Therefore, general standards
for creditworthiness cannot be applied. We monitor our tenants� credit quality on an ongoing basis by, among other
things, periodically conducting site

9
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visits to the properties to ensure farming operations are taking place and to assess the general maintenance of the
properties. To date, no changes to credit quality of our tenants have been identified, and all tenants continue to pay
pursuant to the terms of their respective leases.

Mortgage Loans

Borrower Selection

Our value-oriented investment philosophy is primarily focused on maximizing yield relative to risk. Upon identifying
a potential mortgage opportunity, our Adviser will perform an initial screening to determine whether pursuing
intensive due diligence is merited. As part of this process, we have identified several criteria we believe are important
in evaluating prospective borrowers. The following criteria provide general guidelines for our investment decisions;
however, each prospective borrower may not meet all of these criteria:

� Positive cash flow. Our investment philosophy begins with a credit analysis. We intend to generally focus on
borrowers to which we can lend at relatively low multiples of operating cash flow and that have positive
operating cash flows when the loan is originated. Although we will obtain liens on the underlying real estate
and other collateral, we are primarily focused on the predictability of future cash flow from their operations.

� Seasoned management with significant equity ownership. Strong, committed management teams are
important to the success of any farm, and we intend to lend to farm businesses where strong management
teams are already in place with a history of successful crop production and profitable farming operations.

� Strong competitive position. We seek to lend to farm businesses that have developed competitive advantages
and defensible market positions within their respective markets and are well-positioned to capitalize on
growth opportunities.

� Exit strategy. We seek to lend to farm businesses that we believe will generate consistent cash flow to repay
our loans and reinvest in their respective businesses. We expect such internally-generated cash flow in these
farms to be a key means by which borrowers are able to pay off our loans.

Mortgage Loan Terms

We expect that most of the mortgage loans we make will contain some or all of the following terms and conditions:

� Loan to value. We will consider the appraised value of each property when we consider a mortgage on that
property. Our goal is to loan an amount that is no more than 75% of the appraised value of the real estate.
However, there may be circumstances in which we may increase the percentage, such as for land that we
would like to own or for a borrower that is well-capitalized.

�
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Cash flow coverage. We expect most borrowers to have a farming operation that has and is expected to
continue to have substantial cash flow from its operations. We will seek to loan to businesses that generate
operating cash flows of at least 1.2 times the amount of the mortgage payments. However, there may be
circumstances in which we may lower that ratio below 1.2, such as for land we would like to own and for
borrowers that have cash flow from other operations.

� Term. In general, we expect to make mortgage loans of three to five years that will be interest-only, with the
entire principal amount due at the end of the term.

� Guarantees. In general, we do not expect the owner of the property to personally guarantee the mortgage.
However, we do expect the owner to pledge any assets or crops planted on the property as collateral for the
loan.

10
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Property Review

We expect to perform a standard review of the property that will be collateral for the mortgage, including many of the
following:

� an independent appraisal;

� land record searches for possible restrictions;

� water samples and availability;

� soil samples;

� environmental analysis;

� zoning analysis;

� crop yields;

� possible future uses of the property; and

� government regulation impacting the property, including taxes and other restrictions.
Underwriting the Borrower

We view underwriting a borrower in the same way as underwriting a tenant, with criteria similar to those for tenants
described above. We believe that, for assessing credit risk, a borrower and tenant are functionally the same, as they
each are operating a farm business and will owe us money, either as rent or as interest and principal on a loan.

Currently, we do not hold any mortgages, and we have not identified any properties for which to make loans secured
by mortgages.

Other Investments

From time to time, we may purchase cooling facilities, freezer buildings, packinghouses, silos, storage facilities,
greenhouses and similar property improvements to rent to independent farmers. We may also build these types of
buildings on property that we purchase if there is sufficient business to make this worthwhile; however, we do not
expect these to be a material portion of our assets.
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Temporary Investments

Pending investments in real properties or mortgages, we intend to invest significant cash on hand, if any, in permitted
temporary investments, which include short-term U.S. Government securities, bank certificates of deposit and other
short-term liquid investments. We also may invest in securities that qualify as �real estate assets� and produce qualifying
income under the REIT provisions of the Internal Revenue Code of 1986, as amended (the �Code�).

If at any time the character of our investments would cause us to be deemed an �investment company,� as defined in the
Investment Company Act of 1940, we will take the necessary action to ensure that we are not deemed to be an
�investment company.� Our Adviser will continually review our investment activity and the composition of our
portfolio to ensure that we remain outside the purview of the Investment Company Act. Our working capital and other
reserves will be invested in permitted temporary investments. Our Adviser will evaluate the relative risks and rates of
return, our cash needs and other appropriate considerations when making short-term investments on our behalf. Such
temporary investments may have rates of return that are less or greater than we could obtain from real estate
investments.

11
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Joint Ventures

We may enter into joint ventures, partnerships and other mutual arrangements with real estate developers, property
owners and others for the purpose of obtaining an equity interest in a property in accordance with our investment
policies. Many REITs have used joint ventures as sources of capital during periods where debt or equity capital was
either unavailable or not available on favorable terms. Joint venture investments could permit us to own interests in
large properties without unduly restricting the diversity of our portfolio. We will not enter into a joint venture to make
an investment that we would not otherwise be permitted to make on our own. We expect that in any joint venture the
cost of structuring joint investments would be shared ratably by us and the other participating investors.

Use of Leverage

Our strategy is to use borrowings as a financing mechanism in amounts that we believe will maximize the return to
our stockholders. We generally expect to enter into borrowing arrangements directly or indirectly through our
Operating Partnership. There is no limitation on the amount we may borrow against any single investment property.
Neither our charter nor our bylaws impose any limitation on our borrowing.

We believe that, by operating on a leveraged basis, we will have more funds available and, therefore, will be able to
make more investments than would otherwise be possible. We believe that this will result in a more diversified
portfolio. Our Adviser and Administrator will use its best efforts to obtain financing on the most favorable terms
available to us.

We anticipate that our prospective lenders may also seek to include loan provisions whereby the termination or
replacement of our Adviser would result in an event of default or an event requiring the immediate repayment of the
full outstanding balance of the loan. The replacement or termination of our Adviser may, however, require the prior
consent of a lender.

We may refinance properties during the term of a loan when, in the opinion of our Adviser, a decline in interest rates
makes it advisable to prepay an existing mortgage loan, when an existing mortgage loan matures or if an attractive
investment becomes available and the proceeds from the refinancing can be used to make such investment. The
benefits of the refinancing may include an increase in cash flow resulting from reduced debt service requirements, an
increase in distributions to stockholders from proceeds of the refinancing, if any, or an increase in property ownership
if some refinancing proceeds are reinvested in real estate.

Other Investment Policies

Working Capital Reserves

We may establish a working capital reserve in an amount that we anticipate to be sufficient to satisfy our liquidity
requirements. Our liquidity could be adversely affected by unanticipated costs, greater-than-anticipated operating
expenses or cash shortfalls in funding our distributions. To the extent that the working capital reserve is insufficient to
satisfy our cash requirements, additional funds may be produced from cash generated from operations or through
short-term borrowings. In addition, subject to limitations described in this Form 10-K, we may incur indebtedness in
connection with:

� the acquisition of any property;
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� the refinancing of the debt upon any property; or

� the leveraging of any previously unleveraged property.
For additional information regarding our borrowing strategy, see �Our Investment Process � Use of Leverage.�

Holding Period For and Sale of Investments; Reinvestment of Sale Proceeds

We intend to hold each property we acquire for an extended period until it can be sold for conversion into urban or
suburban uses, such as residential or commercial development. However, circumstances might arise which could
result in the earlier sale of some properties. We may sell a property before the end of its expected holding period if, in
the judgment of our Adviser, the sale of the property is in the best interest of our stockholders. The determination of
whether a particular
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property should be sold or otherwise disposed of will be made after consideration of several relevant factors, including
prevailing economic conditions, with a view to achieving maximum capital appreciation. No assurance can be given
that the foregoing objective will be realized. The selling price of a property which is subject to a net lease will be
determined in large part by the amount of rent payable under the lease and the creditworthiness of the tenant. In
connection with our sales of properties we may lend the purchaser all or a portion of the purchase price. In these
instances, our taxable income may exceed the cash received in the sale, which could cause us to delay required
distributions to our stockholders.

The terms of any sale will be dictated by market terms customary in the area in which the property being sold is
located and the then-prevailing economic conditions. A decision to provide financing to any purchaser would be made
only after an investigation into and consideration of the same factors considered in underwriting tenants, such as
creditworthiness and likelihood of future financial stability, as are undertaken when we consider a net lease
transaction; see �Our Investment Process � Underwriting Criteria and Due Diligence Process � Underwriting the Tenant,
Due Diligence Process and Negotiating Lease Provisions.� We may continually reinvest the proceeds of property sales
in investments that either we or our Adviser believe will satisfy our investment policies.

Investment Limitations

There are numerous limitations on the manner in which we may invest our funds. We have adopted a policy that
without the permission of our Board of Directors, we will not:

� invest 50% or more of our total assets in a particular property or mortgage at the time of investment;

� invest in real property owned by our Adviser, any of its affiliates or any business in which our Adviser or
any of its affiliates have invested;

� invest in commodities or commodity futures contracts, with this limitation not being applicable to futures
contracts when used solely for the purpose of hedging in connection with our ordinary business of investing
in properties and making mortgage loans;

� invest in contracts for the sale of real estate unless the contract is in recordable form and is appropriately
recorded in the chain of title;

� issue equity securities on a deferred payment basis or other similar arrangement;

� grant warrants or options to purchase shares of our stock to our Adviser or its affiliates;

� engage in trading, as compared with investment activities, or engage in the business of underwriting, or the
agency distribution of, securities issued by other persons;
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� invest more than 5% of the value of our assets in the securities of any one issuer if the investment would
cause us to fail to maintain our qualification as a REIT;

� invest in securities representing more than 10% of the outstanding securities (by vote or value) of any one
issuer if the investment would cause us to fail to maintain our qualification as a REIT;

� acquire securities in any company holding investments or engaging in activities prohibited in the foregoing
clauses; or

� make or invest in mortgage loans that are subordinate to any mortgage or equity interest of any of our
affiliates.

Future Revisions in Policies and Strategies

Our independent directors will review our investment policies at least annually to determine whether the policies
continue to be in the best interest of our stockholders. The methods of implementing our investment policies also may
vary as new investment techniques are developed. The methods of implementing our investment procedures,
objectives and policies, except as otherwise provided in our bylaws or articles of incorporation, may be altered by a
majority of our directors, including a majority of our independent directors, without the approval of our stockholders,
to the extent that our Board of Directors and the independent directors thereon determine that such modification is in
the best interest of the stockholders.
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Conflict of Interest Policy

We have adopted policies to reduce potential conflicts of interest. In addition, our directors are subject to certain
provisions of Maryland law that are designed to minimize conflicts. However, we cannot assure you that these policies
or provisions of law will reduce or eliminate the influence of these conflicts.

We have adopted a policy that, without the approval of a majority of our independent directors, we will not:

� acquire from or sell to any of our officers or directors, the employees of our Adviser or Administrator, or any
entity in which any of our officers, directors or such employees has an interest of more than 5%, any assets
or other property;

� borrow from any of our directors or officers, the employees of our Adviser or Administrator, or any entity in
which any of our officers, directors or such employees has an interest of more than 5%; or

� engage in any other transaction with any of our directors or officers, the employees of our Adviser or
Administrator, or any entity in which any of our directors, officers or such employees has an interest of more
than 5%.

Consistent with the provisions of the Sarbanes-Oxley Act of 2002, we will not extend credit, or arrange for the
extension of credit, to any of our directors and officers. Under the Maryland General Corporation Law, a contract or
other transaction between us and one of our directors or officers or any other entity in which one of our directors or
officers is also a director or officer or has a material financial interest is not void or voidable solely on the grounds of
the common directorship or interest, the fact that the director or officer was present at the meeting at which the
contract or transaction was approved or the fact that the director�s vote was counted in favor of the contract or
transaction if:

� the material facts relating to the common directorship or interest and as to the transaction are disclosed to our
Board of Directors or a committee of our Board, and our Board or the committee in good faith authorizes the
contract or transaction by the affirmative vote of a majority of the directors not interested in the contract or
transaction, even if the disinterested directors do not constitute a quorum of the Board or committee;

� the fact of the common directorship or interest is disclosed to our stockholders entitled to vote on the
contract or transaction, and the contract or transaction is approved or ratified by a majority of the votes cast
by the stockholders entitled to vote on the matter, other than shares owned of record or beneficially by the
interested director, corporation or entity; or

� the contract or transaction is fair and reasonable to us as of the time authorized, approved or ratified by the
Board of Directors, a committee or the stockholders.

Our policy also prohibits us from purchasing any real property from, or co-investing in any real property with, our
Adviser, any of its affiliates or any business in which our Adviser or any of its subsidiaries have invested. If we decide
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to change this policy on co-investments with our Adviser or its affiliates, we will seek approval of our independent
directors.

Code of Ethics

The Company and its affiliates, including, but not limited to, Gladstone Capital Corporation (�Gladstone Capital�),
Gladstone Investment Corporation (�Gladstone Investment�), Gladstone Commercial Corporation (�Gladstone
Commercial�), our Adviser, our Administrator and Gladstone Securities, LLC, have adopted a code of ethics and
business conduct applicable to all personnel of such companies that complies with the guidelines set forth in Item 406
of Regulation S-K under the Securities Act. This code, among other things, establishes procedures for personal
investments, restricts certain transactions by such personnel and requires the reporting of certain transactions and
holdings by such personnel. A copy of this code is
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available for review, free of charge, at our website at www.GladstoneLand.com. We intend to provide any required
disclosure of any amendments to or waivers of the provisions of this code by posting information regarding any such
amendment or waiver to our website within four days of its effectiveness.

Our Adviser and Administrator

Our business is externally managed by our Adviser, which was incorporated in 2002. The officers, directors and
employees of our Adviser have significant experience in making investments in and lending to businesses of all sizes,
including investing in real estate and making mortgage loans. We entered into an amended and restated Advisory
Agreement with our Adviser (the �Amended Advisory Agreement�), under which our Adviser is responsible for
managing our assets and liabilities, for operating our business on a day-to-day basis and for identifying, evaluating,
negotiating and consummating investment transactions consistent with our investment policies as determined by our
Board of Directors from time to time.

Our Administrator employs our chief financial officer, treasurer, chief compliance officer, general counsel and
secretary (who also serves as president of our Administrator) and their respective staffs and provides administrative
services to us under the amended and restated Administration Agreement (the �Amended Administration Agreement�).

David Gladstone, our chairman, chief executive officer, president and largest stockholder, is also the chairman, chief
executive officer and the controlling stockholder of our Adviser and our Administrator. Terry Lee Brubaker, our vice
chairman and chief operating officer and a member of our Board of Directors, also serves in the same capacities for
our Adviser and Administrator.

Our Adviser maintains an investment committee that will screen each of our investments. This investment committee
is currently comprised of Messrs. Gladstone and Brubaker. We believe that the review process of our Adviser�s
investment committee gives us a unique competitive advantage over other agricultural real estate companies because
of the substantial experience that the members possess and their unique perspective in evaluating the blend of
corporate credit, real estate and lease terms that collectively combine to provide an acceptable risk for our
investments.

Our Adviser�s board of directors has empowered the investment committee to authorize and approve our investments,
subject to the terms of the Amended Advisory Agreement. Before we acquire any property, the transaction will be
reviewed by the investment committee to ensure that, in its view, the proposed transaction satisfies our investment
criteria and is within our investment policies. Approval by the investment committee will generally be the final step in
the property acquisition approval process, although the separate approval of our Board of Directors is required in
certain circumstances described below.

Our Adviser and Administrator are headquartered in McLean, Virginia, a suburb of Washington D.C., and our Adviser
also has offices in several other states.

Amended and Restated Advisory and Administration Agreements

Through January 31, 2013, we were managed pursuant to an investment advisory agreement with our Adviser, under
which our Adviser directly employed certain of our personnel and paid their payroll, benefits and general expenses
directly. Through January 31, 2013, our Administrator provided administrative services to us pursuant to a separate
administration agreement. Upon the closing of our IPO, on January 31, 2013, we entered into amended and restated
versions of each of the advisory and administration agreements. Summaries of the Amended Advisory and
Administration Agreements are below.
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Amended Advisory Agreement

Base Management Fee

Under the terms of our Amended Advisory Agreement that went into effect on February 1, 2013, we pay an annual
base management fee equal to a percentage of our adjusted stockholders� equity, which is defined as our total
stockholders� equity at the end of each quarter less the recorded value of any preferred stock we may issue and, for
2013 only, any uninvested cash proceeds from the IPO. For 2013, the base management fee was set at 1.0% of our
adjusted stockholders� equity; however, as of January 2014, we pay a base management fee equal to 2.0% of our
adjusted stockholders� equity, which will no longer exclude uninvested cash proceeds from the IPO.
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Incentive Fee

Pursuant to the Amended Advisory Agreement, we also pay an additional quarterly incentive fee based on our funds
from operations (�FFO�). For purposes of calculating the incentive fee, our FFO before giving effect to any incentive
fee (our �Pre-Incentive Fee FFO�) will include any realized capital gains or losses, less any distributions paid on any
preferred stock we may issue, but will not include any unrealized capital gains or losses. The incentive fee will reward
our Adviser if our Pre-Incentive Fee FFO for a particular calendar quarter exceeds a hurdle rate of 1.75%, or 7%
annualized, of our total stockholders� equity at the end of the quarter. We pay our Adviser an incentive fee with respect
to our Pre-Incentive Fee FFO quarterly, as follows:

� no incentive fee in any calendar quarter in which our Pre-Incentive fee FFO does not exceed the hurdle rate
of 1
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