
 

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of Earliest Event Reported): October 19, 2006

Gladstone Commercial Corporation
 

(Exact name of registrant as specified in its charter)
     

Maryland  0-50363  020681276
  

(State or other jurisdiction 
of incorporation)  

(Commission
File Number)  

(I.R.S. Employer
Identification No.)

   
1521 Westbranch Drive, Suite 200, McLean, Virginia  22102

  

(Address of principal executive offices)  (Zip Code)

Registrant’s telephone number, including area code: 703-287-5800

Not Applicable
 

Former name or former address, if changed since last report

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following provisions:

o     Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o     Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o     Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o     Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 



 

Item 1.01 Entry into a Material Definitive Agreement.

On October 25, 2006, Gladstone Commercial Limited Partnership (the “Operating Partnership”), a Delaware limited partnership controlled by Gladstone Commercial
Corporation (the “Company”) through its ownership of GCLP Business Trust II, the general partner of the Operating Partnership, approved an amendment to its first amended
and restated agreement of limited partnership to provide for the Operating Partnership’s establishment and issuance of an equal number of 7.50% Series B Cumulative
Redeemable Preferred Units (the “Preferred Units”) as are issued by the Company in connection with its offering of 7.50% Series B Cumulative Redeemable Preferred Stock
(the “Series B Preferred Stock”) upon the Company’s contribution to the Operating Partnership of the net proceeds of the Series B Preferred Stock offering. The Preferred
Units provided for under the amendment have preferences, distribution rights, and other provisions substantially the same as those of the Company’s Series B Preferred Stock.
The text of the amendment is included as an exhibit to this Form 8-K.

Item 8.01 Other Events.

On October 25, 2006, the Company issued a press release announcing the completion of the offering of 1,150,000 shares of its 7.50% Series B Cumulative Redeemable
Preferred Stock at $25 per share, which includes the full exercise of a 150,000 share over-allotment option by the underwriters. The Company received approximately
$27,380,000 in net proceeds, after expenses borne by the Company, from the sale of the Series B Preferred Stock. The net proceeds of the offering will be used to repay
outstanding indebtedness on the Company’s line of credit. Ferris, Baker Watts, Incorporated acted as sole book-running and co-lead manager with Robert W. Baird & Co. and
J.J.B. Hilliard, W.L. Lyons, Inc. acted as co-manager in the offering. A copy of the final prospectus and prospectus supplement related to the public offering of the Series B
Preferred Stock may be obtained from the Company’s website at www.GladstoneCommercial.com. The Series B Preferred Stock began trading on the Nasdaq Global Market
under the symbol “GOODO” on Wednesday, October 25, 2006. The text of the press release is included as an exhibit to this Form 8-K.

In connection with the above-referenced Series B Preferred Stock offering, on October 19, 2006 the Company issued a press release containing the following statement: “The
preferred stock may be redeemed at liquidation preference at the election of the Company on or after November 30, 2011.” This statement contained a clerical error and
should have read: “The preferred stock may be redeemed at liquidation preference at the election of the Company on or after October 31, 2011.”

Item 9.01 Financial Statements and Exhibits.
         
(a)  Not applicable.
         
(b)  Not applicable.
         
(c)  Not applicable.
         
(d)

 
Exhibit 10.1   - Gladstone Commercial Limited Partnership Schedule 4.2(A)(2) to First Amended And Restated Agreement of Limited Partnership:

Designation of 7.50% Series B Cumulative Redeemable Preferred Units.  
   

         
  Exhibit 99.1   - Gladstone Commercial Corporation Press Release Dated as of October 25, 2006.     

 



 

The following exhibits are filed as part of this report:
   
Exhibit No. Description
10.1

 
Gladstone Commercial Limited Partnership Schedule 4.2(A)(2) to First Amended And Restated Agreement of Limited Partnership: Designation of 7.50%
Series B Cumulative Redeemable Preferred Units.

   
99.1  Gladstone Commercial Corporation press release dated October 25, 2006.

 



 

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.
     
 Gladstone Commercial Corporation

  

October 25, 2006 By:  /s/ Harry Brill   
  Name:  Harry Brill  
  Title:  Chief Financial Officer  
 

 



 

Exhibit 10.1

GLADSTONE COMMERCIAL LIMITED PARTNERSHIP
SCHEDULE 4.2(a)(2) TO FIRST AMENDED AND RESTATED

AGREEMENT OF LIMITED PARTNERSHIP
DESIGNATION OF

7.50% SERIES B CUMULATIVE REDEEMABLE PREFERRED UNITS

(i)  Designation and Number. A series of Preferred Units, designated the “7.50% Series B Cumulative Redeemable Preferred Units” (the “Series B Preferred Units”), is
hereby established. The number of Series B Preferred Units shall be 1,150,000.

 
(ii)  Maturity. The Series B Preferred Units have no stated maturity and will not be subject to any sinking fund or mandatory redemption.
 
(iii) Rank. The Series B Preferred Units, with respect to distribution rights and rights upon liquidation, dissolution or winding up of the Partnership, will rank (i) senior to all

classes or series of Common Units of the Partnership, and to all Partnership Interests ranking junior to the Series B Preferred Units with respect to distribution rights or
rights upon liquidation, dissolution or winding up of the Partnership; (ii) on a parity with the 7.75% Series A Cumulative Redeemable Preferred Units and all Partnership
Interests issued by the Partnership, the terms of which Preferred Units specifically provide that such Partnership Interests rank on a parity with the Series B Preferred
Units with respect to distribution rights or rights upon liquidation, dissolution or winding up of the Partnership (the “Parity Preferred Units”); and (iii) junior to all
existing and future indebtedness of the Partnership. The term “Parity Preferred Units” does not include convertible debt securities, which will rank senior to the Series B
Preferred Units prior to conversion.

 
(iv) Distributions. (a) Holders of the Series B Preferred Units are entitled to receive, when and as declared by the General Partner out of funds legally available for the

payment of distributions, preferential cumulative cash distributions at the rate of 7.50% per annum of the Liquidation Preference (as defined below) per Series B
Preferred Unit (equivalent to a fixed annual amount of $1.875 per Series B Preferred Unit). Distributions on the Series B Preferred Units shall be cumulative from (but
excluding) the date of original issue and shall be payable monthly in arrears. The first distribution will be payable on November 30, 2006 and monthly thereafter on the
last day of the month, or, if not a business day, on the next succeeding business day (each, a “Distribution Payment Date”). The first distribution, which will be payable
on November 30, 2006, will be for more than a full month. Such distribution and any distribution payable on the Series B Preferred Units for any partial distribution
period will be computed on the basis of a 360-day year consisting of twelve 30-day months. Distributions will be payable to holders of record as they appear in the
ownership records of the Partnership at the close of business on the applicable record date, which shall be the date designated by the General Partner of the Partnership
that is not more than 20 nor less than 7 days prior to such Distribution Payment Date (each, a “Distribution Record Date”).

 



 

(b) No distributions on Series B Preferred Units shall be declared by the General Partner or paid or set apart for payment by the Partnership at any time that the terms and
provisions of any agreement of the Partnership, including any agreement relating to its indebtedness, prohibits such declaration, payment or setting apart for payment or
provides that such declaration, payment or setting apart for payment of such distributions would constitute a breach thereof or a default thereunder, or if such declaration or
payment shall be restricted or prohibited by law.

(c) Notwithstanding the foregoing, distributions on the Series B Preferred Units will accumulate whether or not the Partnership has earnings, whether or not there are funds
legally available for the payment of such distributions and whether or not such distributions are declared. Accumulated but unpaid distributions on the Series B Preferred
Units will not bear interest and holders of the Series B Preferred Units will not be entitled to any distributions in excess of full cumulative distributions described above.
Except as set forth in the next sentence, no distributions will be declared or paid or set apart for payment on any Partnership Interests or any other series of Parity Preferred
Units or any series or class of equity securities ranking junior to the Series B Preferred Units (other than a distribution of the Partnership’s Common Units or any other
class of Partnership Interests ranking junior to the Series B Preferred Units as to distributions and upon liquidation) for any period unless full cumulative distributions have
been or contemporaneously are declared and paid or declared and a sum sufficient for the payment thereof is set apart for such payment on the Series B Preferred Units for
all past distribution periods and the then current distribution period. When distributions are not declared and paid in full (or a sum sufficient for such full payment is not so
set apart) upon the Series B Preferred Units and any other series of Parity Preferred Units, all distributions declared upon the Series B Preferred Units and any other series
of Parity Preferred Units shall be allocated pro rata so that the amount of distributions declared per Series B Preferred Unit and such other series of Parity Preferred Units
shall in all cases bear to each other the same ratio that accrued and unpaid distributions per Series B Preferred Unit and such other series of Parity Preferred Units (which
shall not include any accrual in respect of unpaid distributions for prior distribution periods if such Parity Preferred Units do not have a cumulative distribution) bear to
each other.

(d) Except as provided in the immediately preceding paragraph, unless full cumulative distributions on the Series B Preferred Units have been or contemporaneously are
declared and paid or declared and a sum sufficient for the payment thereof is set apart for payment for all past distribution periods and the then current distribution period,
no distributions (other than in Common Units or other Partnership Interests ranking junior to the Series B Preferred Units as to distributions and upon liquidation) shall be
declared or paid or set aside for payment nor shall any other distribution be declared or made upon the Common Units, or any other Partnership Interests in the Partnership
ranking junior to or on a parity with the Series B Preferred Units as to distributions or upon liquidation, nor shall any Common Units, or any other Partnership Interests in
the Partnership ranking junior to or on a parity with the Series B Preferred Units as to distributions or upon liquidation be redeemed, purchased or otherwise acquired for
any consideration (or any moneys be paid to or made available for a sinking fund for the redemption of any such shares) by the Partnership. Holders of Series B Preferred
Units shall not be entitled to any distribution, whether payable in cash, property or securities, in excess of full cumulative distributions on the Series B Preferred Units as
provided above. Any distribution payment made on Series B Preferred Units shall first be credited against the earliest accrued but unpaid distribution due with respect to
such Series B Preferred Units which remains payable.

 



 

(v)  Liquidation Preference. Upon any voluntary or involuntary liquidation, dissolution or winding up of the affairs of the Partnership, the holders of Series B Preferred
Units are entitled to be paid out of the assets of the Partnership legally available for distribution to its partners a liquidation preference of $25 per Series B Preferred Unit
(the “Liquidation Preference”), plus an amount equal to any accumulated and unpaid distributions to and including the date of payment, but without interest, before any
distribution of assets is made to holders of Common Units or any other class or series of Partnership Interests in the Partnership that ranks junior to the Series B Preferred
Units as to liquidation rights. The Partnership will promptly provide to the holders of Series B Preferred Units written notice of any event triggering the right to receive
such Liquidation Preference. After payment of the full amount of the Liquidation Preference, plus any accumulated and unpaid distributions to which they are entitled,
the holders of Series B Preferred Units will have no right or claim to any of the remaining assets of the Partnership. The consolidation or merger of the Partnership with
or into any other partnership, corporation, trust or entity or of any other partnership or corporation with or into the Partnership, or the sale, lease or conveyance of all or
substantially all of the property or business of the Partnership, shall not be deemed to constitute a liquidation, dissolution or winding up of the Partnership.

 
(vi) Redemption. (a) The Series B Preferred Units are not redeemable prior to October 31, 2011. However, shares of Partnership Units owned by a Limited Partner in excess

of 9.8% in value of outstanding Partnership Units will be deemed “excess units,” and the Partnership will have the right to purchase those excess units from the Limited
Partner. On and after October 31, 2011, the Partnership, at its option upon not less than 30 nor more than 60 days’ written notice, may redeem the Series B Preferred
Units, in whole or in part, at any time or from time to time, for cash at a redemption price of $25 per Series B Preferred Unit, plus all accumulated and unpaid
distributions thereon to the date fixed for redemption (except for excess units), without interest. Holders of Series B Preferred Units to be redeemed shall surrender such
Series B Preferred Units at the place designated in such notice and upon such surrender shall be entitled to the redemption price and any accumulated and unpaid
distributions payable upon such redemption. If notice of redemption of any Series B Preferred Units has been given and if the Partnership has set aside funds necessary
for such redemption in trust for the benefit of the holders of any Series B Preferred Units so called for redemption, then from and after the redemption date distributions
will cease to accrue on such Series B Preferred Units, such Series B Preferred Units shall no longer be deemed outstanding and all rights of the holders of such Series B
Preferred Units will terminate, except the right to receive the redemption price. If less than all of the outstanding Series B Preferred Units are to be redeemed, the
Series B Preferred Units to be redeemed shall be selected pro rata (as nearly as may be practicable without creating fractional Series B Preferred Units) or by any other
equitable method determined by the General Partner.

 



 

(b) Unless full cumulative distributions on all Series B Preferred Units shall have been or contemporaneously are declared and paid or declared and a sum sufficient for the
payment thereof set apart for payment for all past distribution periods and the then current distribution period, no Series B Preferred Units shall be redeemed unless all
outstanding Series B Preferred Units are simultaneously redeemed and in such event the Partnership shall not purchase or otherwise acquire directly or indirectly any
Series B Preferred Units (except by exchange for Partnership Interests of the Partnership ranking junior to the Series B Preferred Units as to distributions and upon
liquidation); provided, however, that the foregoing shall not prevent the purchase or acquisition of Series B Preferred Units pursuant to a purchase or exchange offer made
on the same terms to holders of all outstanding Series B Preferred Units.

(c) Notice of redemption will be mailed by the Partnership, postage prepaid, not less than 30 nor more than 60 days prior to the redemption date, addressed to the
respective holders of record of the Series B Preferred Units to be redeemed at their respective addresses as they appear on the transfer records of the Partnership. No failure
to give such notice or any defect therein or in the mailing thereof shall affect the validity of the proceedings for the redemption of any Series B Preferred Units except as to
the holder to whom notice was defective or not given. Each notice shall state: (i) the redemption date; (ii) the redemption price; (iii) the number of Series B Preferred Units
to be redeemed; (iv) the place or places where the Series B Preferred Units are to be surrendered for payment of the redemption price; and (v) that distributions on the
shares to be redeemed will cease to accrue on such redemption date. If less than all of the Series B Preferred Units held by any holder are to be redeemed, the notice mailed
to such holder shall also specify the number of Series B Preferred Units held by such holder to be redeemed.

(d) Immediately prior to any redemption of Series B Preferred Units, the Partnership shall pay, in cash, any accumulated and unpaid distributions through the redemption
date, unless a redemption date falls after a Distribution Record Date and prior to the corresponding Distribution Payment Date, in which case each holder of Series B
Preferred Units at the close of business on such Distribution Record Date shall be entitled to the distribution payable on such shares on the corresponding Distribution
Payment Date notwithstanding the redemption of such shares before such Distribution Payment Date.

(vii) Voting Rights. Holders of the Series B Preferred Units will not have any voting rights.

(viii) Conversion. The Series B Preferred Units are not redeemable for, convertible into or exchangeable for any other property or securities of the Partnership.

 



 

Exhibit 99.1

Gladstone Commercial Corporation Announces
Completion of Offering of 7.50% Series B Cumulative Redeemable Preferred Stock

 

MCLEAN, VA — October 25, 2006 — Gladstone Commercial Corporation (NASDAQ: GOOD) (the “Company”) today announced that it has completed the offering of
1,150,000 shares of its 7.50% Series B Cumulative Redeemable Preferred Stock at $25 per share, which includes the full exercise of a 150,000 share over-allotment option by
the underwriters. The Company received approximately $27,380,000 in net proceeds, after expenses borne by the Company, from the sale of the Series B Preferred Stock.

The net proceeds of the offering will be used to repay outstanding indebtedness on the Company’s line of credit.

Ferris, Baker Watts, Incorporated acted as sole book-running and co-lead manager with Robert W. Baird & Co. and J.J.B. Hilliard, W.L. Lyons, Inc. acted as co-manager in
the offering. A copy of the final prospectus and prospectus supplement related to the public offering of the Series B Preferred Stock may be obtained from the Company’s
website at www.GladstoneCommercial.com.

The Series B Preferred Stock began trading today on the Nasdaq Global Market under the symbol “GOODO.”

In connection with the above-referenced Series B Preferred Stock offering, on October 19, 2006 the Company issued a press release containing the following statement: “The
preferred stock may be redeemed at liquidation preference at the election of the Company on or after November 30, 2011.” This statement contained a clerical error and
should have read: “The preferred stock may be redeemed at liquidation preference at the election of the Company on or after October 31, 2011.”

Gladstone Commercial Corporation is a publicly traded real estate investment trust that focuses on investing in and owning triple-net leased industrial and commercial real
estate properties and selectively making long-term mortgage loans. Additional information can be found at www.GladstoneCommercial.com.

This press release shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of these securities in any state or jurisdiction in which
such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state or jurisdiction.

For further information contact Investor Relations at 703-287-5835.

This press release may include statements that may constitute “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended, including statements with regard to the future performance of the Company. Words such as “believes,”
“expects,” “estimates,” “estimated,” “projects” and “future” or similar expressions are intended to identify forward-looking statements. These forward-looking statements
inherently involve certain risks and uncertainties, although they are based on the Company’s current plans that are believed to be reasonable as of the date of this press
release. Factors that may cause the Company’s actual results, levels of activity, performance or achievements to be materially different from any future results, levels of
activity, performance or achievements expressed or implied by such forward-looking statements include, among others, those factors listed under the caption “Risk factors”
of the Company’s Form 10-K for the fiscal year ended December 31, 2005, as filed with the Securities and Exchange Commission (“SEC”) on February 28, 2006, and in the
Company’s Form 10-Q for the quarter ended June 30, 2006, as filed with the SEC on August 8, 2006. The risk factors set forth in the Form 10-K and Form 10-Q under the
caption “Risk Factors” are specifically incorporated by reference into this press release. The Company undertakes no obligation to publicly update or revise any forward-
looking statements, whether as a result of new information, future events or otherwise.


