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GYRODYNE COVPANY OF AMERI CA, | NC
102 FLOVWERFI ELD
SAI NT JAMES, NEW YORK 11780

NOTI CE OF ANNUAL MEETI NG
OF SHAREHOLDERS
TO BE HELD ON
DECEMBER 9, 2005

TO THE SHAREHOLDERS OF GYRODYNE COVPANY OF AMERI CA, I NC. :

NOTI CE | S HEREBY d VEN, pursuant to the by-laws, that the Annual Meeting of
Shar ehol ders (the "Annual Meeting") of Gyrodyne Conpany of America, Inc. (the
"Conpany") will be held at Flowerfield Celebrations, MIls Pond Road, Saint
Janmes, New York 11780, on Friday, Decenber 9, 2005 at 11:00 a.m, Eastern Ti ne.

The purpose of the Annual Meeting is to consider and vote upon the follow ng
matters:

1. To elect two (2) directors to a three year termof office, or unti
their successors shall be duly elected and qualified;

2. To ratify the engagement of Holtz Rubenstein Rem nick LLP, independent
accountants, as auditors of the Conpany and its subsidiaries for the
Fi scal Year ending April 30, 2006;

3. To consider and vote upon a proposal to anmend the Conmpany's by-laws to
al | ow sharehol ders hol di ng an aggregate of 30% or nore of the
out st andi ng shares of the Conpany to call a special mneeting of
shar ehol ders;

4. To act upon a sharehol der proposal, opposed by the Board of Directors,
to pronptly engage an investrment bank to pursue a sale of the Conpany;
and

5. To transact such other business as nay properly cone before the Annua

Meeting or any adjournnent thereof.

The foregoing itens of business are nore fully described in the Proxy Statenent
acconpanying this Notice. By order of the Board of Directors, only Sharehol ders
of Record at the close of business on Novenmber 3, 2005 are entitled to notice of
and to vote at the Annual Meeting, or any adjournnment thereof. Enclosed in this
mailing are the Notice of the 2005 Annual Meeting of Sharehol ders, Proxy
Statement, Proxy Card and Attendance Regi stration

To obtain an admittance card for the Annual Meeting, please conplete the

encl osed Attendance Registration formand return it with your Proxy Card. If
your shares are held by a bank or broker, you nmay obtain an admttance card by
returning the Attendance Registration formthey forwarded to you. |If you do not
recei ve an Attendance Registration form you may obtain an admittance card by
sending a witten request, acconpani ed by proof of share ownership, to the
under si gned. For your conveni ence, we recommend that you bring your adnittance
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card to the Annual Meeting so you can avoid registration and proceed directly to
the Annual Meeting. However, if you do not have an admittance card by the tine
of the Annual Meeting, please bring proof of share ownership to the registration
area where our staff will assist you.

By Order of the Board of Directors,

Pet er Pitsiokos
Corporate Secretary

Novenber 17, 2005
YOUR VOTE | S | MPORTANT

ALL SHAREHOLDERS ARE CORDI ALLY | NVI TED TO ATTEND THE ANNUAL MEETI NG | N PERSON
HOAEVER, WE ENCOURAGE YOU TO SI GN, DATE AND PROVPTLY RETURN THE PROXY I N THE
ENCLOSED ENVELCPE, REGARDLESS OF WHETHER YOQU PLAN TO ATTEND THE MEETI NG G VI NG
YOUR PROXY W LL NOT AFFECT YOUR RI GHT TO VOTE I N PERSON | F YOU ATTEND THE

MEETI NG BUT WLL HELP ASSURE A QUORUM AND AVO D FURTHER PROXY SCOLI Cl TATI ON
COSTS. ATTENDANCE AT THE ANNUAL MEETING IS LI M TED TO SHAREHOLDERS, THEI R
PROXI ES AND | NVI TED GUESTS OF THE COVPANY. FOR | DENTI FI CATI ON PURPCSES, " STREET
NAME" SHAREHOLDERS W LL NEED TO BRI NG A COPY OF A BROKERAGE STATEMENT REFLECTI NG
STOCK OANERSHI P AS OF THE RECORD DATE.
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PROXY STATEMENT
ANNUAL MEETI NG OF SHAREHOLDERS

GENERAL

This Proxy Statenment is furnished in connection with the solicitation of proxies
by the Board of Directors (the "Board") of Gyrodyne Conpany of America, I|nc.
("Gyrodyne" or the "Conpany") for use at the Annual Meeting of Sharehol ders (the
“Annual Meeting") to be held Friday, Decenber 9, 2005 at 11:00 a.m, Eastern
Time at Flowerfield Celebrations, MIls Pond Road, Saint James, New York 11780
and at any and all adjournnents thereof.

VOTI NG SECURI TI ES AND PROXI ES

The Board has fixed the close of business on Novenmber 3, 2005 as the record date
(the "Record Date") for the determ nation of shareholders entitled to notice of,
and to vote at, the Annual Meeting. The securities which may be voted at the
Annual Meeting consist of shares of common stock, par value $1.00 per share, of
the Conpany (the "Commobn Stock"). Hol ders of Commopn Stock are entitled to one
vote per share. Sharehol ders do not have cumnul ative voting rights. It is
necessary for a quorumthat record holders of a majority of the shares
outstanding and entitled to vote as of the Record Date be represented by proxy
or in person at the Annual Meeting. The nunber of shares of Common Stock, the
Conpany's only authorized class of stock, outstanding on the Record Date was
1,230,767. This Proxy Statenent and the enclosed proxy card were nailed starting
on or about Novenmber 18, 2005.

At the Annual Meeting, shareholders will consider and vote upon the follow ng
matters: (i) the election of two (2) directors to a three-year term of office,
(ii) the ratification of the engagenent of independent accountants for the
Conpany for the fiscal year ending April 30, 2006, (iii) a proposal to anend the
Conpany's by-laws to all ow sharehol ders hol di ng an aggregate of 30% or nore of
the outstanding shares to call a special neeting of shareholders (the "By-Iaw
Amendnent "), and (iv) a sharehol der proposal, opposed by the Board, requesting
that the Conpany pronptly engage an investnent bank to pursue a sale of the
Conpany (the "Sharehol der Proposal").

Proxies solicited by the Board will be voted in accordance with the instructions
gi ven therein. Were no instructions are indicated, proxies will be voted "FOR
the election of the nom nees for director, "FOR' the ratification of the
engagenent of independent accountants, "FOR' the By-law Arendnent and "AGAI NST'
the Sharehol der Proposal. Directors shall be elected by a plurality of the votes
cast. The proposal to ratify the appointnment of independent accountants, the
By- | aw Anendrment and t he Sharehol der Proposal will be decided by a majority of
the votes cast. If you do not return your duly signed proxy card, your shares
cannot be voted unless you attend the Annual Meeting and vote in person or
present a duly signed proxy at the Annual Meeting. Proxies solicited hereby wll
be tabul ated by inspectors of election designated by the Board of Directors, who
will not be directors or officers of the Conpany. After the final adjournnent of
the Annual Meeting, the proxies will be returned to the Conpany for safekeeping.
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Managenent does not know of any other matters that may be presented. If any
other matters properly cone before the Annual Meeting or adjournnents thereof,
the persons named in the enclosed proxy will vote on such nmatters in accordance
with their best judgnment pursuant to the discretionary authority included in the

pr oxy.

The cost of soliciting proxies will be paid by the Conpany. In addition to
solicitation by mail, officers, directors, and regul ar enpl oyees of the Conpany
may, w thout conpensation other than their regular conpensation, solicit proxies
tel ephonically, electronically or by other means of communication. Brokerage
houses and ot her custodi ans, nom nees and fiduciaries will be requested to
forward solicitation materials to their principals and the Conpany wll

rei mburse the expense of doing so. In addition, Mackenzie Partners Inc., a proxy
solicitation firm wll assist the Conpany in soliciting proxies for the Annua
Meeting and will be paid a fee of $7,500 plus out-of-pocket expenses.

Any sharehol der executing the enclosed proxy has the right to revoke it at any
time prior to its exercise by delivering to the Conpany a witten revocation or
a duly executed proxy bearing a later date, or by attending the Annual Meeting
and voting in person. However, if you are a sharehol der whose shares are not
regi stered in your own name, you will need appropriate docunmentation from your
record hol der to attend the Annual Meeting and to vote personally at the Annua
Meet i ng.

CAUTI ONARY STATEMENTS REGARDI NG FORWARD- LOOKI NG STATEMENTS
IN TH S PROXY STATEMENT

This Proxy Statenent and the documents incorporated by reference into this
Proxy Statement contain forward-I|ooking statements about Gyrodyne within the
nmeani ng of Section 27A of the Securities Act of 1933, as amended, and Section
21E of the Securities Exchange Act of 1934, as anended (the "Exchange Act").

Statements containing the words "believes," "anticipates," "estimtes,"
"expects," "intends," "plans," "seeks," "will," "may," "should," "would,"
"projects," "predicts," "continues" and similar expressions or the negative of

these terms constitute forward-1ooking statements that involve risks and
uncertainties. W intend such forward-|ooking statements to be covered by the
saf e harbor provisions for forward-I|ooking statements contained in the Private
Securities Litigation Reform Act of 1995, and they are included in this
Statement for the purpose of invoking these safe harbor provisions. Such
statenments are based on current expectations and are subject to risks,
uncertainties and changes in condition, significance, value and effect. Such

ri sks, uncertainties and changes in condition, significance, value and effect
coul d cause Gyrodyne's actual results to differ materially fromthose
anticipated events, such as the effect of econom c and busi ness conditi ons,
risks 1 nherent in the Long Island, New York and Pal m Beach County, Florida rea
estate narkets, the ability to obtain additional capital to develop the
Conpany's existing real estate and other risks detailed fromtime to time in the
Conpany's SEC reports. Except as may be required under federal |aw, we undertake
no obligation to update publicly any forward-I|ooking statenments for any reason
even if new information becones avail abl e or other events occur
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DI SCUSSI ON OF PROPCSALS TO BE CONSI DERED AT THE ANNUAL MEETI NG

ELECTI ON OF DI RECTORS
(Proposal 1)

The By-Laws of the Conpany provide that there shall be not |ess than three
(3), nor nore than nineteen (19), directors. The Board of Directors of the
Conpany consists of seven (7) directors and is divided into three (3) classes of
directors serving staggered terns of office with each class to consist, as
nearly as possible, of one-third of the total nunmber of directors constituting
the entire Board of Directors. Upon the expiration of the termof office for a
class of directors, the nom nees for that class are elected for a three (3) year
termto serve until the election and qualification of their successors. At the
Annual Meeting, two (2) directors of the Conpany are to be elected to three-year
ternms, each to serve until his or her successor is elected and has been
qualified. The Board of Directors of the Conpany has nom nated Robert H. Beyer
and Elliot H Levine to three (3) year terns, upon the recommendati on of our
Nom nating Conmittee. Both nom nees are nmenbers of the present Board of
Directors of the Company, with terns expiring at the Annual Meeting. Each
properly executed proxy received will be voted for the election of the two (2)
nom nees naned bel ow as directors to serve until the designated Annual Meeting
of Sharehol ders shown bel ow or until their respective successors shall be
el ected and shall qualify. The noni nees have consented to be named as noni nees
in the Proxy Statenment and to serve as directors if elected.

Shoul d any nom nee becone unable or unwilling to accept a nom nation or
el ection, the persons nanmed in the enclosed proxy will vote for the election of
a nom nee desi gnated by the Board.

I nformati on concerning the nom nees and continuing directors of the Conpany,
showi ng the year when first elected as a director of the Conpany, the age,
principal occupation and principal affiliations, is as follows. Unless otherw se
i ndi cated, each of the followi ng persons has held his or her present position
for the last five years.

Nomi nees for Election at the Annual Meeting

Busi ness Experience and Current Director Term
Nane Di rect or shi ps Age Si nce Expi ring
Robert H. Beyer Management and Sal es 72 1977 2005

Consul tant for nore than the
past five years; Naval Air
Systenms Command Engi neer prior
to retirement in 1998;
Captain, United States Naval
Reserves, prior to retirenent
in 1993; Technica
Representative for the
Conpany's former helicopter
subsidiary until 1973.
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Name

Elliot H Levine

| ncumbent Directors

Paul L. Lamb

Richard B. Snith

| ncunbent Directors

Ronald J. Macklin

Busi ness Experience and Current
Di rect or shi ps

Seni or nenber, Levine &
Seltzer LLP, from January 1992
to present.

- Terms Expiring 2006

Busi ness Experience and Current
Di rect or shi ps

Chai rman of the Board of
Directors of the Conpany from
March 1999 to present;
Partner, Lamb & Barnosky, LLP
since 1984.

Banki ng Consul tant, ©March 2005
to present;
for Private Banking, Suffolk
County National Bank, My 2000
to February 2005; District
Manager for Private Banki ng,
Key Bank, January 1989 to My
2000; Mayor of the

I ncorporated Village of

Ni ssequogue, New York; Trustee
of Smthtown Historica

Soci ety; Trustee of St

Cat herine's Medical Center.

- Terms Expiring 2007

Busi ness Experience and Current
Di rect or shi ps

Assi st ant General Counsel
Keyspan Corporate Services, a
whol | y- owned subsi di ary of
Keyspan Cor poration, October
2003 to present; various
positions within the Ofice of

General Counsel of Keyspan
Cor porate Services, 1991 to
Cct ober 2003.

8

Seni or Vice President

Di rector Term

Age Si nce Expi ring
52 2004 2005
Di rector Term

Age Si nce Expi ring
60 1997 2006
51 2002 2006
Director Term

Age Si nce Expi ring
43 2003 2007
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Busi ness Experience and Current Director Term
Nanme Di rect or shi ps Age Si nce Expi ring
St ephen V. Maroney President, CEO and Treasurer 63 1996 2007

of the Conpany, March 14, 1999
to present; Director of rea
estate devel oprment for the
Conpany, June 1996 to March
1999; former President of

Ext ebank, a Long |sl and based
commer ci al bank.

Philip F. Pal nedo Chai rman of the Board, 71 1996 2007
I nternati onal Resources G oup,
1978 to present; Director, EHR
I nvestnents, 2001 to present;
Presi dent, Pal medo Associ at es,
1980 to present; Director,
St ony Brook Foundation, 1990
until 2005.

THE BOARD OF DI RECTORS RECOVMENDS THAT SHAREHOLDERS VOTE
"FOR' THE ELECTI ON OF THE NOM NEES FOR DIRECTOR. THIS IS
| DENTI FI ED AS | TEM 1 ON THE ENCLOSED PROXY CARD.

SECURI TY OANERSHI P OF CERTAI N BENEFI Cl AL OANERS AND MANAGEMENT
Princi pal Sharehol ders

The foll owi ng table contains common stock ownership information for persons
known by the Conpany to own beneficially 5% or nore of the Conpany's comon
stock, par value $1.00 per share (the "Commpn Stock"), as of Novenmber 3, 2005.
In general, beneficial ownership includes those shares that a person has the
power to vote, sell or otherw se dispose of. Beneficial ownership also includes
that nunber of shares which an individual has the right to acquire within 60
days (such as stock options) of the date this table was prepared. Two or nore
persons may be considered the beneficial owner of the same shares. W obtai ned
the information provided in the following table fromfilings with the SEC and
frominformation otherw se provided to the Conpany. In this Proxy Statenent,
"voting power" is the power to vote or direct the voting of shares, and
"investnent power" is the power to dispose or direct the disposition of shares.
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Type of Nunber of Per cent of

Nanme and Address Owner shi p Shares Omnned d ass
ol dst ei n/ Dakos Benefi ci al 135,569 (1) 11. 02%
60 Heritage Drive
Pl easantville, NY 10570
Bruce Shernman Benefi ci al 130, 837 (2) 10. 63%
8889 Pelican Bay Blvd., Suite 500
Napl es, Florida 34108
Gerard Scol | an Benefi ci al 103, 741 (3) 8.43%
80 Browns Ri ver Road
Sayville, NY 11782
Kel | ogg/ Ever est Benefi ci al 92,296 (4) 7.50%
14 WAl'l Street, 27th Fl oor
New Yor k, NY 10005
Private Capital Managenent, LP Benefi ci al 74,935 (2) 6. 09%
8889 Pelican Bay Blvd., Suite 500
Napl es, Florida 34108
Gyrodyne Conpany of America, |nc. Benefi ci al 67,580 (5) 5.49%

St. Janmes, Ny 11780

(1) On May 18, 2005, Phillip Col dstein and Andrew Dakos filed a joint Schedul e
13D)A with the Securities and Exchange Conmi ssion stating that M. Phillip
Gol dstein is deemed to be the beneficial owner of 102,519 shares of
Gyrodyne stock, and M. Dakos is deened to be the beneficial owner of
33,050 shares of Gyrodyne stock. M. Coldstein has sole investnent power
over 102,519 shares, sole voting power over 6,560 shares and shared voting
power over 1,000 shares of Gyrodyne stock. M. Dakos has sol e investnent
and voting power over 33,050 shares of Gyrodyne stock.

(2) M. Sherman is the CEO of Private Capital Managenment, LP, and in this
capacity he exercises shared dispositive and shared voting power wth
regard to the shares held by Private Capital Managenment, LP's clients and
nmanaged by Private Capital Managenment, LP. M. Sherman di sclai ms beneficial
owner ship of the 74,935 shares held by Private Capital Managenent, LP' s
clients and disclainms the existence of a group.

(3) Includes 99, 241 shares of Conpany Stock held by Lovin Oven Catering of
Suffolk, Inc, of which M. Scollan is the majority sharehol der.

(4) On June 16, 2005, Kellogg Capital G oup, LLC and Everest Special Situations
Fund, L.P. filed a joint Schedule 13D)A with the Securities and Exchange
Conmi ssi on pursuant to which both conpanies nay be deened to own
beneficially in the aggregate 92,296 shares of Gyrodyne stock.

10

10
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(5) Since the Conpany has the authority to direct HSBC Bank, USA, the Trustee
of the Gyrodyne Pension Plan, to vote the securities of the Conpany held by
the Pension Fund, Gyrodyne Conpany of Anerica, Inc. has been |isted above
as the beneficial owner of the 67,580 shares held by HSBC Bank, USA as
Trustee for the Gyrodyne Pension Fund. The Board of Directors intends to
instruct the trustees of the Pension Fund to vote "FOR' the el ection of the
nom nees for director, "FOR' ratification of the appointnment of independent
auditors, "FOR' the By-law Anendrment and " AGAI NST" the Sharehol der
Pr oposal

Security Omership of Directors and Executive Oficers

The following table sets forth as of November 3, 2005 the outstanding
voting securities beneficially owned by the directors and executive officers
i ndividual |y and the nunber of shares owned by directors and executive officers
as a group. Except as otherwi se indicated, each person and each group shown in
the table has sole voting and i nvestrment power with respect to the shares of
Common Stock |isted next to their nane.

Name, Positions with the Amount and Nature of Per cent age of
Conpany and Address Beneficial Omnership (1) Conmon St ock Omned
St ephen V. Maroney, President, CEO 92,894 (2) 7.24%

Treasurer and Director

c/ o Gyrodyne Conpany of America, Inc.
102 Flowerfield

St. Janes, Ny 11780

Pet er Pitsiokos, Chief Operating Oficer, 35,205 (3) 2.86%
Executive Vice President and Secretary

c/ o Gyrodyne Conpany of America, Inc.

102 Flowerfield

St. Janes, Ny 11780

Robert H. Beyer, Director 14,634 (4) 1.19%
10505 I ndi go Lane
Fai rfax, Virginia 22032

Paul L. Lanb, Chairman of the Board of 22,864 (5) 1.85%
Directors

c/o Lamb & Barnosky, LLP

534 Broadhol | ow Road

Melville, NY 11747

Elliot H Levine, Director 0 *
c/o Levine & Seltzer, LLP

150 East 52nd Street

New Yor k, NY 10022

11

11
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Ronald J. Macklin, Director 200 *
c/ o Keyspan Corporate Services

175 E. dd Country Road

H cksville, Ny 11801

Philip F. Pal nedo, Director 12,749 (6) 1. 03%
4 Pi per Lane
St. Janes, Ny 11780

Richard B. Smth, Director 1, 000 *
697 Short Beach Road
St. James, NY 11780

Al Directors and Executive Officers as a 179,546 (7) 13. 90%
Group (Eight (8) Persons)

* Less than one percent of the total shares of outstandi ng stock
(1) For a definition of "beneficial ownership" see "Principal Sharehol ders."

(2) Includes 52,980 shares issuable upon the exercise of stock options to
pur chase Conpany stock which are exercisable within sixty (60) days of
Noverber 3, 2005.

(3) Does not include his wife's and minor children's ownership of 1,089 shares
i n which he denies any beneficial interest.

(4) Does not include his wife's ownership of 1,801 shares in which he denies
any beneficial interest. Includes 2,750 shares issuable upon the exercise
of stock options to purchase Conpany stock which are exercisable within
sixty (60) days of Novenber 3, 2005.

(5) Includes 13,747 shares of Conpany stock held by Lanb & Barnosky, LLP Profit
Sharing Trust. M. Lanb is a Trustee of the Profit Sharing Trust and a
partner in Lanb & Barnosky, LLP. Includes 2,750 shares issuabl e upon the
exerci se of stock options to purchase Conmpany stock which are exercisable
within sixty (60) days of Novenmber 3, 2005.

(6) Does not include his wife's ownership of 4,125 shares in which he denies
any beneficial interest. Includes 2,750 shares issuable upon the exercise
of stock options to purchase Conpany stock which are exercisable within
sixty (60) days of Novenber 3, 2005.

(7) Includes 61, 230 shares issuabl e upon the exercise of stock options to

pur chase Conpany stock which are exercisable within sixty (60) days of
Noverber 3, 2005.

12

12
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| NFORMATI ON ABOUT THE BOARD OF DI RECTORS AND MANAGEMENT
Director Conpensation

Directors who are full-time salaried enpl oyees of the Conmpany are not
conpensated for their service on the Board or any conmittee. Non-enpl oyee
directors are paid an annual fee of $12,000.00, $1,000.00 for each director's
nmeeting attended, $500.00 for each conmttee neeting attended and travel and
| odgi ng expenses where appropriate. Al conpensation is paid in cash. Beginning
in Fiscal Year 2005, the Conpany began paying an additional fee of $2,000.00 per
nonth to the Chairnman of the Board of Directors. There were no ot her
arrangenents pursuant to which any director was conpensated during Fiscal Year
2005 for any service provided as a director.

Non- Enpl oyee Directors Stock Option Plan

The Conpany adopted a non-qualified stock option plan for all non-enpl oyee
directors of the Conmpany in Cctober 1996. The plan expired in Septenber 2000.
Each non-enpl oyee director was granted an initial 2,500 options on the date of
adoption of the plan. These options were exercisable in three equal annua
instal |l ments comencing on the first anniversary date subsequent to the grant.
Addi tionally, each non-enpl oyee director was granted 1,250 options on each
January 1, 1997 through 2000, respectively. These additional options were
exercisable in full on the first anniversary date subsequent to the date of each
grant. The options expire between Novenber 2005 and January 2007.

13
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A summary of the Conpany's various fixed stock option plans as of April 30,
2005 and 2004, respectively, and changes during the years then ended is
present ed bel ow.

Years Ended April 30,

2005 2004

Wei ght ed Wei ght ed

Aver age Aver age

Exer ci se Exer ci se
Fi xed Stock Options Shar es Price Shar es Price
Qut st andi ng, begi nning of year 164, 650 $16. 30 174, 740 $ 15.28
G ant ed - - 38, 500 16. 87
Exerci sed (73,620) 16. 83 (38,670) 12. 62
Cancel ed - - (9, 920) 14.91
Qut st andi ng, end of year 91, 030 15. 87 164, 650 16. 30
Options exercisable at year end 91, 030 15. 87 164, 650 16. 30
Weighted average fair value of
options granted during the year $ $ 531

* During Fiscal Year 2005, there were no options/SAR grants issued to any
directors or officers.

14

14



GYRODYNE CO OF AMERICA INC Filing Date: 12/09/05

The followi ng table sunmarizes information about stock options outstandi ng at
April 30, 2005:

Opti ons Qut st andi ng Opti ons Exerci sabl e
Wi ght ed

Aver age Wei ght ed Wei ght ed
Remai ni ng Aver age Aver age
Range of Nunber Cont r act ual Exer ci se Nunber Exer ci se

Exercise Prices Qut st andi ng Life Price Qut st andi ng Price
$13. 46- 14. 23 19, 800 .43 13.91 19, 800 $ 13.91
$15. 46- 16. 87 64, 355 2. 47 16. 20 64, 355 $ 16.20
$18. 44 6, 875 1.67 18. 44 6, 875 $ 18.44

Shares reserved for future issuance at April 30, 2005 are conprised of the
fol | owi ng:

Shar es issuabl e upon exerci se of stock options under the

Conpany' s Non- Enpl oyee Director Stock Option Pl an: 17,875

Shar es i ssuabl e upon exercise of stock options under

the Conpany's stock incentive plan: 73, 155
91, 030

BOARD MEETI NGS, COWM TTEES AND ATTENDANCE
At t endance

There were 10 regul ar and special meetings of the Board of Directors during
Fi scal Year 2005. Each director attended at |east 75% of the neetings of the
Board of Directors and at |east 75% of the neetings of each comrttee of the
Board on whi ch such director served during Fiscal Year 2005.

| ndependence

The majority of the menbers of the Board of Directors are independent
directors as defined by the listing requirenents of The NASDAQ Stock Market.

Commi ttees

The Board of Directors of the Conpany has established the follow ng
commi tt ees:

The Conpany has a separatel y-designated standing Audit Committee
establ i shed I n accordance with Section 3(a)(58)(A) of the Exchange Act, and its
current nmenbers are Messrs. Smith (Chairman), Levine and Macklin. The Audit
Conmittee neets with the Conpany's independent auditors annually to review
financial results, audited financial statements, internal financial controls and
procedures and audit plans and recommendati ons. The Audit Conmittee al so
recomends the selection, retention or term nation of the Conpany's independent
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audi tors, approves services to be provided by the i ndependent public accountants
and eval uates the possible effect the performance of such services will have on
the accountants' independence. The Conpany has adopted a witten charter for the
Audit Conmittee, a copy of which was attached as an exhibit to the Conpany's
Proxy Statement in connection with its 2004 Annual Meeting. All of the menbers
of the Audit Conmittee are independent directors as defined by the listing

requi renments of The NASDAQ Stock Market. The Audit Conmittee net eight (8) tines
during Fiscal Year 2005. Al menbers of the Audit Committee are "financially
literate" and have been determ ned to be "independent” w thin the neaning of SEC
regul ati ons and NASDAQ rul es. The Board has determ ned that at |east one nenber
M. Levine, a certified public accountant, qualifies as an "audit conmittee
financial expert" as a result of rel evant experience as a partner in the
accounting firmof Levine & Seltzer, LLP, over ten years of accounting
experience as a partner and director of taxes at Leslie Sufrin & Co. P.C. and
several other years of experience in the field of public accounting.

The Executive Conpensation Committee consists entirely of non-enpl oyee
directors and oversees the Conpany's conpensation and benefit policies and
progranms. It recommends to the Board annual sal aries, bonuses and ot her benefits
for elected officers. The Commttee met four tines in Fiscal Year 2005 and its
nmenbers currently are M. Levine (Chairnan), M. Pal nedo and M. Macklin.

The Nom nating Conmittee consists entirely of non-enpl oyee directors and
recomends guidelines to the Board regarding the size and conposition of the
Board and criteria for the selection of nom nees. It also reconmends the slate
of director nom nees to be included in the Proxy Statenent and reconmends
candi dat es for vacanci es which may occur. The Nominating Conmittee has a witten
charter, which is available on the Conpany's website, ww. gyrodyne.com Each
menber of the Nominating Cormittee is an independent director as defined by the
listing standards of The NASDAQ Stock Market. The Nom nating Conmittee will
accept for consideration stockhol ders' noninations for directors if nmade in
witing. The nominee's witten consent to the nom nation and sufficient
background i nformati on on the candidate nust be included to enable the Conmittee
to nake proper judgnents as to his or her qualifications. Nom nations nust be
addressed to the Secretary of the Conpany at the Conpany's headquarters and mnust
be received no later than the deadline for subm ssions of stockhol ders proposals
in order to be considered for the next annual election of directors. The
Nom nating Conmittee believes that having directors with rel evant experience in
busi ness and i ndustry, government, education and other areas is beneficial and
the Conmittee seeks to nmonitor the skills and experience of the Conpany's
directors. Al identified candidates, including sharehol der-proposed candi dat es,
are evaluated by the Conmttee using generally the same nethods and criteria,
al though those nethods and criteria are not standardi zed and may vary from
time-to-time. The Commttee met twice during Fiscal Year 2005 and its menbers
currently are M. Beyer (Chairman), M. Palnedo and M. Smth.

The Stock Option Conmittee consists entirely of non-enpl oyee directors not
eligible to participate in the Conpany's 1993 Stock Incentive Plan or other
stock option plans for the benefit of Conpany enpl oyees. The primary functions
of the Stock Option Commttee include the review and adm nistration of enpl oyee
stock option plans for the benefit of officers and key enployees. It also
recommends to the Board stock options and awards. The Stock Option Committee
consists of M. Palmedo (Chairman), M. Levine and M. Macklin. The Conmittee
did not nmeet in Fiscal Year 2005.
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Communi cation with the Board of Directors

The Board does not currently provide a process for sharehol ders to send
comuni cations to the Board or any of the directors. The Conpany believes that
seni or managenment, as opposed to individual directors, provides the public voice
of the Conpany, and that sharehol ders can effectively communicate with the
Conpany by contacting the nmanagenment of the Conpany through either regular nail
emai | or in person. Sharehol ders al so have neani ngful access to the Board
through the sharehol der proposal process, which is described bel ow

Board Attendance Policy

The Conpany encourages, but does not require, all of its directors to
attend annual sharehol ders nmeetings of the Conpany. Last year all of the
directors were in attendance at the annual neeting of the Conpany's
shar ehol ders.

REPORT OF THE AUDI T COW TTEE

Pursuant to newy adopted rules by the Securities and Exchange Conmi ssi on
(the "SEC') and the National Association of Securities Dealers, Inc. (the
"NASD'), the Audit Committee of Gyrodyne Conpany of America, Inc. has issued the
follow ng report and affirmed that:

(i) We have revi ewed and di scussed with nanagenment the audited financia
statements for the fiscal year ended April 30, 2005.

(ii) We have discussed with the independent auditors the matters required to be
di scussed by Statement on Auditing Standards No. 61 pertaining to
conmuni cations with Audit Conmittees, as nay be nodified or suppl enented.

(iii) We have received fromthe Company's independent accountants the written
di scl osures and the letter regarding the auditors' independence as
requi red by | ndependence Standards Board Standard No. 1 and we have
di scussed with the i ndependent accountant their independence with respect
to the Conpany.

(iv) Based on the review and discussions referred to above, we recomended to
the Board that the audited financial statements be included in the
Conpany's Annual Report on Form 10-KSB for the npbst recent fiscal year for
filing with the SEC

(v) Al of the nenbers of the Conpany's Audit Committee qualify as being
i ndependent as defined in the applicable listing standards issued by the
NASD.

(vi) The Board of Directors has adopted a witten charter for the Audit
Conmi tt ee.
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Members of the Commttee
Ri chard B. Smith (Chairnan)
Elliot H Levine

Ronald J. Macklin

EXECUTI VE OFFI CERS VWHO ARE NOT DI RECTCRS

Peter Pitsiokos, age 46, has served as Executive Vice President and
Secretary for nore than the past five years, as Chief Operating Oficer and
Chi ef Compliance Oficer since 2004 and as Ceneral Counsel from Novenber 1992
until 2004. M. Pitsiokos was fornerly the Executive Assistant District Attorney
in Suffol k County, New York. He al so served as the Assistant Director of
Econom ¢ Devel opnent and the Director of WAater Resources in the Town of
Br ookhaven.

EXECUTI VE COVPENSATI ON

The following table sets forth all conpensation during the fiscal years
ended April 30, 2005, April 30, 2004 and April 30, 2003 awarded to, earned by or
paid to Stephen V. Maroney, the Conpany's President and Chief Executive Oficer,
and Peter Pitsiokos, the Conpany's Executive Vice President and Secretary. No
ot her executive officer's total annual salary and bonus for fiscal year end
April 30, 2005 exceeded $100, 000.

SUMVARY COVPENSATI ON TABLE

Long Ter m Conpensati on

Annual Conpensation Awar ds Payout s
(a) (b) (¢) (d) (e (f) (9) (h)
O her Restricted Securities
Annual St ock Under | yi ng LTIP
Nane and Princi pal Sal ary Bonus Conpensati on Avar d(s) Opti ons/ Payout s
Posi tion Year ($) (%) ($) (A ($) SARSs( #) (%)
St ephen V. MNaroney 2005 209, 500 0 29, 688( B) 0 0 0
President and CEO
2004 209, 500 0 49, 628(B) 0 17, 500 0
2003 209, 500 0 22,422(B) 0 20, 355 0
Pet er Pitsiokos 2005 152, 500 10, 000 0(0 0 0 0
COO, Exec. V.P. and
Secretary 2004 152, 500 0 70, 188(C) 0 13, 500 0
2003 148, 990 0 17,797(C) 0 13, 945 0
18
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(A) The Conpany has concluded that aggregate anounts of personal benefits to
any of the current executives does not exceed the |esser of $50,000 or 10%
of conpensation and bonuses reported above for the named executive
officers, and that the information set forth in tabular form above is not
rendered materially msleading by virtue of the om ssion of such persona
benefits.

(B) In Fiscal Year 2005, M. Mroney exercised 1,375 options and received an
equal number of shares with a value of $29,688. In Fiscal Year 2004, M.
Mar oney exercised 4,125 options and recei ved an equal nunber of shares with
a value of $49,628. In Fiscal Year 2003, M. Maroney received 1,430 shares
fromstock awards granted with a value of $22,422.

(O In Fiscal Year 2005, M. Pitsiokos did not exercise any stock options or
recei ve any stock awards. In Fiscal Year 2004, M. Pitsiokos exercised
6, 600 options with SAR s and received 2,922 shares with a val ue of $70, 188
In Fiscal Year 2003, M. Pitsiokos received 1,135 shares from stock awards
granted with a val ue of $17,797.

During Fiscal Year 2005, there were no options/SAR grants issued to any
directors or officers.

Enmpl oyment Contracts

Ef fective January 23, 2003, the Conpany entered into anended and restated
enpl oyment agreenments with Stephen V. Maroney as President, Chief Executive
O ficer, and Treasurer and Peter Pitsiokos as Executive Vice President and
Secretary. Their annual salaries are currently at $209,500 and $152, 500,
respectively. The terns of the agreenents were extended fromone to three years,
contai n evergreen provisions, and provide for severance paynents equivalent to
three years' salary in the event of a change in control. Both agreenments were
attached as Exhibit 10, Material Contracts, in the Form 10- QSB dat ed January 31
2003.

1993 Stock Incentive Plan

The sharehol ders in 1993 adopted a stock incentive plan (the "Plan"), which
expired in Cctober 2003, under which participants may be granted I ncentive Stock
Options ("1SCs"), Non-Qualified Stock Options ("N@SGs") or Stock Grants. The
purpose of the Plan was to pronote the overall financial objectives of the
Conpany and its sharehol ders by notivating those persons selected to participate
in the Plan to achieve growh 1 n sharehol der value and retain the association of
those individuals who are instrunental in achieving this growth. Such options or
grants becane exercisable at various intervals based upon vesting schedul es as
determ ned by the Executive Conpensation Committee. The options expire between
August 2005 and May 2008. There are no renumining shares or rights available for
i ssuance under this plan. No options or SARs were issued during the last fisca
year.

The 1SOCs were granted to enpl oyees and consul tants of the Conpany at a
price not |less than the fair market value on the date of grant. Al such options
were aut horized and approved by the Board of Directors, based on reconmendati ons
of the Conpensation Committee. |1SOs were granted al ong with Stock Appreciation
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Ri ghts, which permitted the holder to tender the option to the Conpany in
exchange for stock, at no cost to the optionee, that represented the difference
bet ween the option price and the fair market value on date of exercise. NQSGCs
were issued wth Limted Stock Appreciation Rights, which were exercisable, for
cash, in the event of a change of control. In addition, an incentive kicker was
provided for Stock Grants, |SCs and NQ@SGCs, which increased the nunber of grants
or options based on the market price of the shares at exercise versus the option
price.

AGGREGATED OPTI ON SAR EXERCI SES | N LAST FI SCAL YEAR
AND FY- END OPTI QN SAR VALUES

(a) (b) (c) (d) (e)

Number of Securities Val ue of
Under | yi ng Unexerci sed Unexer ci sed
Opti ons/ SARs at I n-t he- Money
FY-End (#) Options/ SARs at
FY-End ($)
Shares Acquired Exer ci sabl e/ Exer ci sabl e/
Nane on Exercise Val ue Realized Unexer ci sabl e Unexer ci sabl e
St ephen V. Maroney 7,946 $178, 971 64, 530/ 0 $1, 609, 322/ $0
Presi dent and CEO
Pet er Pitsiokos
COO and Secretary 31, 600 $814, 859 0/0 $0/ $0

I ncentive Conpensation Pl an

The Conpany has an incentive conpensation plan, which was established in
1999 and anended in 2004, for all full-tine enployees and nenbers of the Board
in order to pronote sharehol der val ue. The benefits of the incentive
conpensation plan are realized only upon a change in control of the Conpany.
Change in control is defined as the accumul ati on by any person, entity or group
of 30% or nore of the conbined voting power of the Conpany's voting stock or the
occurrence of certain other specified events. In the event of a change in
control, the Conpany's plan provides for a cash paynent equal to the difference
between the plan's "establishment date" price of $15.39 per share and the per
share price of the Cormbn Stock on the closing date, equivalent to 100, 000
shares of Common Stock. The paynment ampbunt woul d be distributed to eligible
partici pants based upon their respective weighted percentages (ranging from 0.5%
to 18.5%.

TRANSACTI ONS W TH CERTAI N RELATED PERSONS

There were two transactions in Fiscal Year 2004, and two transactions in
Fi scal Year 2005, in which the Conpany was a party and in which any officer
director or beneficial ower of nmore than 5% of the Conpany's comon stock, or
any nenber of the imediate famly of any of the foregoing persons, had a direct
or indirect material interest which exceeded $60, 000.
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The Conpany had a nortgage receivable as of the end of Fiscal Year 2005 in
the original principal amunt of $1,800,000 due from Gerard Scollan, a former
tenant and current beneficial owner of nore than five percent of the Conpany's
Conmon St ock. The nortgage bears interest at 5% annually and the Conpany
received $86,361 in interest during Fiscal Year 2005 and $90,000 in Fiscal Year
2004. During Fiscal Year 2005, M. Scollan prepaid $500,000 of the principa
amount of the nortgage receivable. The Conpany believes that the terns of the
nortgage are no |l ess favorable to the Conmpany than coul d have been obtai ned from
an unaffiliated third party.

M. Paul L. Lanb, Chairnman of the Board of Directors, is a partner in the
law firmof Lanb & Barnosky, LLP, which until June 2005 perforned | egal services
for the Company and was paid its usual and customary fees for those services.
Total fees paid to Lanb & Barnosky, LLP were $109,550 in Fiscal Year 2005 and
$228,962 in Fiscal Year 2004.

SECTI ON 16(a) BENEFI Cl AL OANERSHI P REPORTI NG COMPLI ANCE

Section 16(a) of the Exchange Act requires that the Conpany's directors,
executive officers and any person holding nore than ten percent of the Company's
Conmon Stock file with the SEC reports of ownership and changes in ownership
and that such individuals furnish the Conmpany with copies of the reports.

Based solely on our review of the copies of such forns received by us with
respect to Fiscal Year 2005, and any witten representations fromreporting
persons that no Forms 5 were required, the Company believes that all Section
16(a) filing requirenents applicable to our officers and directors were conplied
with in Fiscal Year 2005. A review of prior year filings indicates that no 10%
hol der of Gyrodyne Conmon Stock failed to file tinely reports.

RATI FI CATI ON OF APPO NTMENT OF | NDEPENDENT AUDI TORS
(Proposal 2)

The Board of Directors, upon the recomendation of the Audit Committee,
which is conprised entirely of independent directors, has appointed the
accounting firmof Holtz Rubenstein Rem nick LLP ("Holtz Rubenstein") as
i ndependent public accountants of the Conpany and its subsidiaries for the
current Fiscal Year. The appoi ntrment of Holtz Rubenstein has been ratified by
the sharehol ders every year since 1990. The Board is requesting ratification of
Hol t z Rubenstein as i ndependent public accountants. This firmhas no financia
interest in the Conpany or any connection with the Company other than as
audi tors and i ndependent public accountants. The report of Holtz Rubenstein with
respect to the Conmpany's financial statenments appears in the Conpany's annua
report for Fiscal Year 2005.

In the event the proposal is defeated, the adverse vote will be considered
a direction to the Board to sel ect other independent public accountants for the
next fiscal year. However, because of the expense and difficulty of maki ng any
substitution of independent public accountants after the beginning of a fisca
period, it is contenplated that the appointrment for Fiscal Year 2006 will be
permtted to stand unless the Board finds other reasons for naking the change.
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Audit Fees. Audit fees with out of pocket expenses billed or expected to be
billed to the Company by Holtz Rubenstein for professional services rendered for
the audit of the Conpany's financial statenents for the fiscal year ended Apri
30, 2005 and for reviews of the Conmpany's financial statenments included in the
Conpany's quarterly reports on Form 10-QSB for the last fiscal year total ed
$43, 100 and for Fiscal Year 2004 total ed $40, 000.

Audit-Rel ated Fees. Audit-related fees, consisting of aggregate fees billed
for assurance and rel ated services by Holtz Rubenstein that are reasonably
related to the performance of the audit or review of the Conpany's financia
statements that are not reported under "Audit Fees" totaled $17,444 in Fisca
Year 2005 and total ed $8,800 for Fiscal Year 2004.

Tax Fees. Aggregate fees billed for professional services rendered by Holtz
Rubenstein for tax conpliance, tax planning and tax advice totaled $22,900 in
Fi scal Year 2005 and $13, 100 in Fiscal Year 2004.

All Oher Fees. No other fees were billed or expected to be billed to the
Conpany for other products and services provided by Holtz Rubenstein during the
two |ast fiscal years.

None of the services perfornmed by Holtz Rubenstein for the Conpany were
performed by non full time Holtz Rubenstein enpl oyees.

Qur Audit Committee has deternined not to adopt any bl anket pre-approva
policies or procedures. Instead, the Conmttee will review each service on a
case-by-case basis before approving the engagenent of Holtz Rubenstein for audit
or perm ssible non-audit services.

The Audit Committee revi ews each proposed engagenent to determ ne whet her
the provision of services is conpatible with maintaining the independence of the
i ndependent auditors. Al of the fees shown above were pre-approved by the Audit
Comm tt ee.

A representative of Holtz Rubenstein is expected to be present at the
Annual Meeting, will be given an opportunity to nmake a statenent if he or she
desires to do so and is expected to be available at a designated tine during the
Annual Meeting to respond to appropriate questions.

THE BOARD OF DI RECTORS UNANI MOUSLY RECOMVENDS THAT THE
SHAREHOLDERS VOTE "FOR' THE RATI FI CATI ON OF APPO NTMENT OF
HOLTZ RUBENSTEIN REM NI CK LLP AS | NDEPENDENT AUDI TORS
THIS IS IDENTIFIED AS | TEM 2 ON THE ENCLOSED PROXY CARD.
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BY- LAW AVENDIVENT
(Proposal 3)

Under New York | aw, sharehol ders of a company incorporated in New York
such as the Conpany, may not call a special neeting of sharehol ders unless the
conpany's by-laws or charter provide this right. Neither the Conmpany's by-|aws
nor its charter currently allow shareholder's to call a special neeting. The
Conpany i s now proposi ng an amendnent to the Company's by-laws that would all ow
shar ehol ders hol di ng an aggregate of at |east 30% of the outstandi ng shares of
the Company to call a special meeting of sharehol ders. The anendnent woul d be
ef fective upon approval by the Conpany's sharehol ders.

The resolution to be considered by the sharehol ders at the Annual Meeting
reads as follows:

RESOLVED, that Section 203 of the Conpany's Anmended and Restated
By-1 aws be further anended and restated to read in full as foll ows:

"Section 203. Special neetings. Special neetings of the
stockhol ders may be called at any time by (i) the President,
(ii) the Chairman of the Board, (iii) the Board of Directors
pursuant to a resolution adopted by a majority of the tota
nunber of directors that the Corporation would have if there
were no vacancies (the "Wole Board"), or (iv) Qualified

St ockhol ders holding at |east thirty percent (30% of al

the votes entitled to be cast on any issue proposed to be
consi dered at the special neeting. For purposes of this
Section, a Qualified Stockhol der shall nean a person who
shal | have been a stockhol der of the Corporation for at

| east six (6) nonths i mediately preceding the request for a
special neeting."

The Board of Directors believes that permtting an appropriate nunber of
sharehol ders to call a special neeting of sharehol ders pronotes sharehol der
denocracy. The Board al so believes that a meani ngful aggregate share ownership
requi renment properly bal ances the dual goals of sharehol der denocracy and
ef ficient corporate governance. The Conpany had received a proposal froma
shar ehol der, which the Conpany properly excluded fromthis Proxy Statement in
accordance with regul ati ons promul gated by the SEC, that woul d have all owed
sharehol ders with only 15% of the outstanding shares in the aggregate to cal
speci al meetings. The Board believes that requiring shareholders calling a
special nmeeting to own an aggregate of 30% or nore of the shares, rather than a
| ower ownership level such as 15% wll prevent a small minority of sharehol ders
frominposing on the Conpany the significant financial and adm nistrative
burdens of special sharehol ders neetings. G ven the concentration of significant
share ownership anong a relatively small nunber of Conpany sharehol ders, a 15%
owner ship requi renent would nean that just two sharehol ders woul d have the power
to call a special neeting without regard to the holders of the other 85% of the
shares. Allowing a small minority of shareholders to call an unlimted nunber of
speci al meetings for any reason woul d be disruptive to the conduct of the
Conpany' s busi ness and potentially expensive. The Conpany is required to send
each hol der of commpn stock a notice and proxy materials for every specia
nmeeti ng of sharehol ders, which results in enornous legal, printing and mailing
expenses in addition to other costs normally associated with an annual neeting.
Mor eover, preparing for sharehol ders neetings requires significant attention of
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the Company's directors, officers and significant enployees, diverting their
attention away fromperformng their primary function which is to operate the
busi ness of the Conpany in the best interests of the sharehol ders. The Board
believes that the interests of the sharehol ders would best be served if the
Conpany's resources were utilized to operate and grow t he Company's busi ness and
profitability, particularly since sharehol ders already have an opportunity to
bring matters before sharehol ders nmeetings on an annual basis.

Under the Conpany's by-laws, the Board has the authority to approve the
proposed by-law amendnent, and neither the by-laws nor New York |aw woul d
require the shareholders to ratify it. Nevertheless, the Board is seeking the
approval of the sharehol ders because of the direct inpact the proposal would
have on the sharehol ders, and because New York | aw provi des that any by-I|aw
adopted by the Board could then, in any event, be repeal ed or anmended by the
sharehol ders. Under the Conpany's by-laws, the proposal requires the affirmative
vote, either in person or by proxy, of a majority of the Conpany's stock issued
and outstanding and entitled to vote at the Annual Meeting.

To approve the proposal, you should cast a "FOR' vote for Proposal No. 3 by
followi ng the instructions contained in the enclosed proxy card. If you properly

sign and return your proxy card with no voting instructions, you will be deened
to have voted "FOR' approval of the by-law anmendnment. |f you fail to return your
proxy card and fail to vote at the Annual Meeting, the effect will be the sane

as a vote agai nst the approval and adoption of the proposal. RETURI NG THE PROXY
CARD DCES NOT DEPRI VE YOU OF YOUR RIGHT TO ATTEND THE ANNUAL MEETI NG AND VOTE
YOUR SHARES | N PERSON

THE BOARD OF DI RECTORS UNANI MOUSLY RECOMMVENDS THAT THE SHAREHOLDERS
VOTE "FOR' THE PROPOSED AMENDVENT OF THE COMPANY' S BY- LAWS AS DESCRI BED
ABOVE. THIS | S I DENTI FIED AS | TEM 3 ON THE ENCLOSED PROXY CARD.

SHAREHOLDER PROPCSAL
(Proposal 4)

Matt hew Brand, as Managing Director of Kellogg Capital G oup, LLC (the
"Proponent"), 55 Broadway, 4th Flr, New York, NY 10006, reporting beneficia
owner ship of 61,772 shares of Gyrodyne conmon stock, has submitted the follow ng
proposal and supporting statement for inclusion in this Proxy Statenent for the
Annual Meeting. The proposed resol ution and supporting statenent, for which the
Board and the Conpany accept no responsibility, are presented below in the form
received fromthe Proponent. The affirmative vote of a majority of the votes
cast at the Annual Meeting is required to approve this proposal

RESOLVED: The stockhol ders of Gyrodyne request that an investnment
banking firm be pronptly engaged to pursue a sale of the Conpany.
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Supporting Statenent

"W believe Gyrodyne's shares trade at a significant discount to their
intrinsic value because of the pending enminent donmain taking by SUNY of a |arge
part of Gyrodyne's mmjor asset, the Flowerfield property. G ven the uncertainty

about (1) when and how the enminent domain issue will be resolved (2) the anopunt
and timng of the proceeds to be received fromthe taking and (3) whether
management will be able to profitably invest the proceeds that would be paid for

any taking, we think this is an appropriate tine to hire an investnent banker to
find the highest and best bidder for the conpany."

"I'f you believe the conpany should explore opportunities to nmaxi m ze the
val ue of your shares now, please vote FOR this proposal."

Board of Directors Statenment in Qpposition to the Sharehol der Proposa

Your Board of Directors recomends a vote AGAINST this proposal because (i)
the Conpany already retained an investnent bank in June 2005 to advi se the Board
on strategic alternatives, (ii) the Board recently received a report fromthe
i nvest ment bank setting forth its strategic analysis and recommendations, (iii)
the Board is now in the process of devel oping a strategic plan based upon the
i nvest ment bank's report, (iv) under the foregoing circunstances, retaining a
second i nvestment bank would divert the Board's focus away from devel oping a
strategi c plan that maxi m zes sharehol der value and woul d be a waste of Conpany
resources, (v) blindly pursuing a sale of the Conpany would ignore the strategic
anal ysis perforned by the Conpany's investment bank and possibly prevent the
Conpany from pursuing alternate strategies, such as a sale of real property,
that woul d maexi nmi ze sharehol der val ue, and (vi) pursuing a sale of the Conpany
whil e the enmi nent domai n proceedi ngs over the Company's Flowerfield property
remai n pending would inevitably lead to a di scounted price.

In the three and one-hal f year period ended Cctober 31, 2005, the Conpany's
mar ket capitalization increased by over 200% from $17.1 mllion at April 30,
2002 to $53.4 nmillion as of Novenber 3, 2005. The Board is committed to
maxi m zi ng | ong term sharehol der value further in keeping with its fiduciary
obligations to the sharehol ders, and, as holders of nore than 9.6% of the
out st andi ng common stock, the Board and Managenent al so have a financia
i ncentive to do so.

On June 17, 2005, the Conmpany announced that it had retained the investnent
banking firm of Coady Di emar Partners to assist Managenment and the Board in
review ng strategic options to naxim ze sharehol der val ue. The engagenent called
for a conprehensive anal ysis of the Conpany's business, operations, financia
condition and prospects, an assessment of the narket val ues of the Conpany's
assets under various scenarios and a review of various types of possible
transactions along with appropriate reconmendati ons. In October, Coady D enar
delivered its draft report to the Board. Coady Diemar's draft report consists of
its findings and reconmendati ons regarding strategic alternatives against a
backdrop of critical issues facing the Conmpany, including:

o] uncertainty surrounding the timng and outcone of the Flowerfield
property em nent dommi n proceedi ngs;
o] current and prospective zoning for the Flowerfield property;
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uncertainty regarding the value and exit strategy of the Conpany's
[imted partnership interest in Callery-Judge Grover, L.P.

obj ectives of |arger sharehol ders;

tax consequences associated with different strategic alternatives;
the Conpany's projected operating performance and cash resources;
the likelihood of achieving various strategic outcones; and

timng issues associated with the strategic alternatives.

o

OO0OO0OO0O0

The Board has been carefully reviewi ng Coady Dienmar's draft conprehensive
report, and is nowin the process of fornmulating a strategic plan for the
Conpany for the purpose of maxim zing | ong-term sharehol der val ue in keeping
with its fiduciary duties.

Before commtting to any one particul ar strategy, which is what the
Shar ehol der Proposal would call on the Conpany to do, the Board believes that
anpl e opportunity should be given to considering carefully Coady Diemar's
anal ysis and reconmendati ons and then proceeding with whatever strategic path
the Board determines is in the best interests of the Conpany and its
shar ehol ders. The Board agrees with the Proponent that the uncertainty resulting
fromthe em nent domain proceedi ng has undoubtedly prevented the Conpany's stock
fromrealizing its true value. Yet the Board has a profound di sagreenent with
the Proponent as to what course of action against the backdrop of the eninent
domai n proceedi ng woul d have the best chance of maxim zi ng sharehol der val ue.
The Proponent advocates that pursuing a sale of the Conpany during the pendency
of em nent dommin proceedings affecting the Conpany's nost val uable asset is the
prudent action to take. The Board disagrees. A sale now, if it can be achieved,
may lead to a quick return for the sharehol ders, which is what the Proponent
appears to desire for itself, but a return that the Board believes woul d be rmuch
| ower than what coul d be achieved through followi ng a strategy devel oped with
the benefit of Coady Dienar's analysis and recomendati ons, which nay or may not
result in a sale of the Conpany.

Approval of the Sharehol der Proposal requires the affirmative vote of a
majority of the votes attributable to all shares of Comon Stock represented at
the Annual Meeting, in person or by proxy, and entitled to vote. In determ ning
whet her the Sharehol der Proposal has received the requisite nunber of

affirmati ve votes, abstentions will be counted and will have the sane effect as
a vote against the Sharehol der Proposal; broker non-votes will be disregarded
and wi Il have no effect on the outconme of the vote.

The Board does not believe that a vote for the Sharehol der Proposal woul d
be in the best interests of the Conpany and its sharehol ders, and therefore
recomends voting agai nst the Sharehol der Proposal

THE BOARD OF DI RECTORS UNANI MOUSLY RECOMVENDS THAT YCQU VOTE " AGAI NST"
THE SHAREHOLDER PROPCSAL, AND YOUR PROXY W LL BE SO VOTED | F THE
PROPOSAL | S PRESENTED UNLESS YOU SPECI FY OTHERW SE. THIS |'S
| DENTI FI ED AS | TEM 4 ON THE ENCLOSED PROXY CARD.
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FI NANCI AL STATEMENTS

Acconpanying this Proxy Statenent is the Annual Report for Fiscal Year
ended April 30, 2005 which includes audited Bal ance Sheets and Statements of
I ncome and Cash Fl ow for each of the two nost recent fiscal years.

2005 STOCKHOLDER S PROPCSALS

I f a sharehol der wi shes to have a particul ar proposal considered by the
Board for inclusion in the Conpany's Proxy Statenment for an Annual Meeting of
Shar ehol ders, the sharehol der nust satisfy the requirenents set by the SEC in
its proxy rules. The particular proxy rule, Rule 14a-8, requires that
sharehol ders submit their proposals in witing to the Conpany at |east 120 days
bef ore the anniversary date of the proxy statement mailing date for the prior
year's annual neeting. Thus, shareholders who wish to submit their proposals for
inclusion in the Conpany's proxy statement for next year's annual neeting (in
2006) rmust deliver such proposals to the Corporate Secretary on or before August
11, 2006. The notice nust clearly identify the proposal, contain a brief
supporting statenment and all required informati on about the proposing
sharehol der, and otherw se satisfy the SEC s rule. Proposals should be addressed
to the Secretary of the Conpany, Gyrodyne Conpany of America, Inc., 102
Fl owerfield, Saint James, New York 11780.

In order for a sharehol der nom nation or proposal to be raised fromthe
floor during the 2006 Annual Meeting of Sharehol ders, the Conpany's by-Iaws
require that witten notice thereof nust be received by the Conpany not |ess
than 120 days nor nore than 150 days before the anniversary date of the prior
year's annual neeting (there are special rules if the current year's neeting
date is changed by nore than 30 days fromthe prior year's neeting date or the
nunber of directors are changed). For the 2006 Annual Meeting of Stockhol ders,
the witten notice nust be given not later than August 11, 2006 and no earlier
than July 12, 2006. The shareholder's witten notice nust contain (i) al
information relating to any nom nees proposed by the shareholder that is
required to be disclosed in solicitations of proxies pursuant to Regulation 14A
under the Securities Exchange Act of 1934 and Rule 14a-11 thereunder, (ii) a
brief description of any proposals sought to be presented for a vote at the
Meeting, (iii) the shareholder's nanme and record address and (iv) the class and
nunber of shares of Conpany Common Stock that is beneficially owned.

Shar ehol ders proposi ng nom nees for election to the Board of Directors nust have
continuously held at least $2,000 in market value, or 1% of the Conpany's

out st andi ng Common Stock entitled to vote for at | east one year by such date of
giving of notice or be entitled to cast votes with respect to at | east 5% of the
out st andi ng Common St ock. Noni nations and proposal s should be submitted in
witing to the Secretary of the Conpany, Gyrodyne Conpany of America, Inc., 102
Fl owerfield, Saint James, New York 11780, who will subnmit themto the Board for
its consideration.

BY ORDER COF THE BOARD COF DI RECTORS

Pet er Pitsiokos
Corporate Secretary
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Appendi x 1
GYRCDYNE COVPANY OF AMERI CA, | NC.
Revocabl e Proxy

PROXY/ AUTHORI ZATI ON AND DI RECTI ON FOR EXECUTI ON
OF PROXY SOLI CI TED ON BEHALF OF THE BOARD OF DI RECTORS

The undersi gned hereby desi gnates Stephen V. Maroney and Peter Pitsiokos,
and each of them their true and | awful agents and proxies with full power of
substitution in each, to represent the undersigned at the Annual Meeting of
GYRODYNE COVPANY OF AMERICA, INC. to be held at the Conpany's Flowerfield
Conpl ex, St. Janes, New York 11780 on Friday, Decenber 9, 2005 at 11: 00 A. M,
and any adjournnent thereof, and revoking all proxies heretofore given, as
desi gnated hereon. As to any other matter, the proxies shall be authorized to
vote in accordance with their best judgnent. This proxy shall remain in effect
for a period of one year fromits date

SI GN BELOW - Pl ease sign exactly as your nane appears hereon. |If shares are
registered in nore than one nanme, all should sign but if one signs, it binds the
ot hers. Wen signing as attorney, executor, adm nistrator, agent, trustee or
guardi an, please give full title as such. |If a corporation, please sign in ful
corporate nane by an authorized person. If a partnership, please sign
partnershi p name by an authorized person.

Dat ed Si gnature

Si gnature

THI' S PROXY/ AUTHORI ZATI ON AND DI RECTI ON FOR EXECUTI ON OF PROXY, |F PROPERLY
EXECUTED, WLL BE VOTED AS DI RECTED. |IF NO DI RECTION | S MADE FOR A PROPCSAL, THE
SHARES W LL BE VOTED | N ACCORDANCE W TH THE BOARD OF DI RECTORS' RECOMVENDATI ONS

Recei pt of the Proxy Statenent and Annual Report is hereby acknow edged.

A vote FOR Item 1l is recommended by the Board of Directors.

Proposal 1: To elect two directors to serve for a term 1: { } FOR
of three years and until their successors { } WTHHELD
shal | be elected and shall qualify:
Robert H. Beyer Term Expiring 2008
Elliot H Levine Term Expiring 2008
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To withhold authority to vote for any nom nee(s),
ot herwi se strike out the name of such nom nee(s).

A vote FOR Item 2 is recommended by the Board of Directors.

Pr oposal

A vote FOR Item 3 is recommended by the Board of Directors.

Pr oposal

A vote AGAINST Item4 is recomended by the Board of Directors.

Pr oposal

2:

3:

4:

To ratify the engagenent of Holtz

Rubenstein Rem nick LLP as Certified

Public Accountants for the current

fiscal year.

draw a |ine through or

Approval of the amendnent of Gyrodyne's

by-laws to all ow sharehol ders hol di ng an
aggregate of at |east 30% of the outstanding

shares of Gyrodyne comon stock to call

speci al meetings.

Approval of the sharehol der proposal
engage pronptly an investnent banking firm

to pursue a sale of the Conpany.
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